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1. INTRODUCTION 

A combination of macroeconomic and microeconomic objectives have led donors 
and policymakers to emphasize reducing the role and improving the efficiency of 
the state as a key component in the reform of sub-saharan Africa economies. 
Macroeconomic stabilization efforts have inevitably focused attention on the size 
of the wage bill and the attendant strain that is placed on the government's 
limited budgetary resources. However, public sector wage and employment policies 
also have important direct impacts on the efficiency of the sector, as well as 
numerous indirect impacts on the rest of the economy.' Thus, the retrenchment 
of government workers, as we1 1 as the rational ization of publ ic sector pay scales 
and employment policies, have become essential components of structural 
adjustment programs in sub-saharan Africa. This paper will focus on Guinea's 
retrenchment experience, which is particularly poignant because of the public 
sector's initial dominance of economic activity and severe institutional 
constraints to effective program implementation. 

While there is a general consensus on the need for public sector reform, 
implementation of programs designed to reduce employment have been hampered by 
concerns about their pol i tical and soci a1 costs. Retrenchment programs are often 
perceived as pol i tical ly costly because they risk a1 ienating civi 1 servants who 
form an important political base for most regimes. Furthermore, erosion of civil 
service support can cripple other reform efforts. Consequently, a number of 
regimes have 1 acked the pol it i cal wi 1 1  to impl ement retrenchment programs as 
designed . 

The social costs of retrenchment programs have also been an important source 
of concern and inhibited impl ementat ion efforts. Large 1 ayoffs have the 
potential of destabilizing private sector labor markets, especially since such 
programs often occur alongside demand-reducing stabilization policies. 
Retrenchment programs also raise equity concerns, particularly that women, who 
are less likely to face job and wage discrimination in the public sector, will 
be disproportionately hurt. However, perhaps of greatest concern is the impact 
of retrenchment programs on the welfare of households where a key income earner 
loses their public sector jobs. Will retrenched workers be able to find 
alternative employment and means of ensuring the basic needs for them and their 
famil ies, or will they become a new class of poor? The goal of this paper is to 
address this concern. 

1 Examples of indirect impacts include spillovers of public sector wage 
distortions to private sector 1 abor markets; the deleterious effect of publ ic 
sector rent-seeking on market transaction costs; and the impact of publ ic sector 
wage flexibility on the effectiveness of nominal exchange rate devaluation. 



However, before addressing this question, the next section of the paper 
presents a historical overview of the growth of the pub1 ic sector in Guinea 
during the post-independence period and how this public sector growth precipitat- 
ed the need for strong reform measures in the mid-1980s. Section 3 then 
describes the efforts of the new reform-minded government that took the reigns 
of power in 1985 to reverse the growth of the public payroll. The section also 
discusses the effectiveness of the retrenchment program from a macroeconomic 
perspective, in terms of reducing the budget deficit, as well as from the 
perspective of institutional strengthening. The transition costs of redeployment 
are evaluated in Section 4, followed by a discussion of the adequacy of 
compensation programs in Section 5. The final section reviews the salient 
results of the paper and discusses the policy implications of the findings. 
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2.  HISTORICAL CONTEXT 

THE FIRST REPUBLIC 

Guinea's experience in reforming the civi  1  service i s  pa r t i cu la r ly  poignant 
because of the public sec to r ' s  dominance of economic ac t i v i t y  and the severi ty 
of ins t i tu t iona l  const ra ints  a t  the outset  of the economic recovery program in 
1985. To understand the acute need fo r ,  and challenges o f ,  reducing the s ize  of 
the c iv i l  service  and the  role  of the s t a t e  in the economy, one needs t o  go back 
t o  1958 when Guinea achieved independence from France. The new post-independence 
regime, the  F i r s t  Republic, proceeded t o  i n s t a l l  a  s t a t e  apparatus t ha t  would 
control a l l  aspects of po l i t i ca l  and economic 1  i f e ,  even a t  the  v i l l age  l eve l ,  
f o r  the  next 26 years.  The ruling po l i t i ca l  party became inseparable from the 
s t a t e  apparatus and both were highly central ized under the head of s t a t e ,  Sekou 
Toure. 

The s t a t e  endeavored t o  eliminate a l l  formal pr ivate  sector  a c t i v i t y  and 
became the  source of almost a l l  formal sector  employment. Furthermore, s t a t e  
guarantees of employment t o  a1 1  higher education graduates resul ted in publ i c  
sector  growth of over 7  percent per year throughout the 1970s. The exact number 
of s t a t e  employees under the F i r s t  Republic i s  not known, but i t  i s  estimated 
t ha t  there  were 140,830 government employees in 1979 out of a  population of 
around 4,400,000 people. Most of these employees had very low ski 11 1  eve1 s  due 
t o  the  de te r io ra t ing  education system and no resources f o r  t r a in ing  programs 
inside the  publ i c  sector .  A t  the  same time, the government continued t o  a1 locate  
a  large  portion of i t s  resources t o  support the  ballooning public sector .  This 
was especia l ly  t rue  during the  ear ly  1980s when the government financed large 
bal ance-of-payment d e f i c i t s  by depleting foreign exchange reserves and 
accumul a t  i  ng 1  arge payment a r rea rs  (Arul pragasam and Sahn 1991). 

Severe administrat ive ineff ic iencies  limited the public sec to r ' s  a b i l i t y  t o  
supply the essent ia l  goods and services tha t  the private sector  provided pr ior  
t o  independence. As a  consequence, para1 1  el markets developed t o  provide the 
majority of c i t i z ens ,  who did not have access t o  s t a t e  channels of d i s t r ibu t ion  
and state-run services ,  with t h e i r  basic needs. A t  the same time, ins t i tu t iona l  
ine f f i c ienc ies  in the rapidly growing public sector caused the educational and 
legal systems t o  decay. The formation of human capital  was stunted and the 
perceived legitimacy of public sector i n s t i t u t i ons  and administration undermined. 
Perhaps most des t ruct ively ,  patterns of public sector rent-seeking were 
es tabl ished,  which s ign i f i can t ly  increased the costs  of economic transactions.  

The genesis of rent-seeking and re1 ated corruption was in the deter iora t ing 
conditions of publ i c  sector  service throughout the F i r s t  Republ i c .  Nominal wages 
were frozen between 1965 and 1980 (de M6rode 1991), and remained constant in 
real terms between 1980 and 1984 ( U N D P  1992). Furthermore, the wage s t ructure  



was r i g i d  and compressed, l e a v i n g  few wage i n c e n t i v e s  f o r  advancement w i t h i n  t h e  
s e c t o r .  By 1985 t h e  average Guinean c i v i l  s e r v a n t  earned 5,500 FG p e r  month base 
pay (abou t  US$ 18 a t  t h e  p a r a l l e l  exchange r a t e ) .  

I n s t e a d  o f  r e c e i v i n g  adequate on-budget wage payment, c i v i  1  s e r v a n t s  
b e n e f i t e d  t h r o u g h  t h e i r  p o s i t i o n s  f r o m  a  number o f  a d d i t i o n a l  a1 lowances and 
i n - k i n d  t r a n s f e r s ,  e s p e c i a l l y  access t o  r a t i o n  shops, wh ich  s o l d  goods a t  
s u b s t a n t i  a1 l y  be1 ow para1 1  e l  market  p r i c e s .  However, t o  s u r v i v e ,  pub l  i c  s e c t o r  
worke rs  were f o r c e d  t o  deve lop  a d d i t i o n a l  sources o f  income. Few mechanisms f o r  
a c c o u n t a b i l i t y  and t h e  p o t e n t i a l l y  severe  consequences o f  making a d m i n i s t r a t i v e  
d e c i s i o n s  c o n t r a r y  t o  t h e  whims o f  a  d e s p o t i c  r u l e r  were f u r t h e r  i n c e n t i v e s  f o r  
c i v i l  s e r v a n t s  t o  p u t  m in ima l  e f f o r t  i n t o  t h e  per formance o f  p u b l i c  s e c t o r  
d u t i e s .  I n s t e a d ,  many c o n c e n t r a t e d  on u s i n g  p u b l i c  resources  a t  t h e i r  d i s p o s a l  
t o  seek r e n t s .  

I n  summary, by t h e  end o f  t h e  F i r s t  Repub l i c ,  t h e  mass ive  human resources  
devo ted  t o  t h e  p u b l i c  s e c t o r  were more t h a n  j u s t  a  m a j o r  component o f  t h e  
balance-of-payment d e f i c i t .  These human resources  were c a u s i n g  l a r g e  deadweight  
l o s s e s  i n  t h e  economy t h r o u g h  r e n t - s e e k i n g  b e h a v i o r  and were i n c r e a s i n g  p r i v a t e  
s e c t o r  t r a n s a c t i o n  c o s t s  by impos ing a r b i t r a r y  and o p p o r t u n i s t i c  r e g u l a t i o n s  on 
market  a c t i v i t i e s .  I n s t i t u t i o n a l  c o n s t r a i n t s  t o  governance and management o f t h e  
pub l  i c  s e c t o r  had become t h e  main impediments t o  p r i v a t e  s e c t o r  economic g rowth  
i n  Guinea. Even w i t h o u t  t h e  macroeconomic d i s e q u i l i b r i a  o f  t h e  p u b l i c  s e c t o r  
d e f i c i t ,  r e d u c i n g  t h e  r o l e  and s i z e  o f  t h e  p u b l i c  s e c t o r  was j u s t i f i a b l e  as a  
mechanism t o  i n c r e a s e  economic e f f i c i e n c y .  

THE SECOND REPUBLIC 

The Second R e p u b l i c  t o o k  power i n  a  coup, s h o r t l y  a f t e r  t h e  dea th  o f  Sekou 
Tour6  i n  A p r i l  o f  1984. Economic, s o c i a l ,  and p o l i t i c a l  d i s i n t e g r a t i o n  was 
acute ,  r e s e r v e s  had been d e p l e t e d ,  and t h e  l e v e l  o f  d e b t  un tenab le .  Thus, t h e  
new m i l i t a r y  reg ime q u i c k l y  moved t o  d i s m a n t l e  t h e  s t a t e  appara tus  s e t  up under 
t h e  F i r s t  R e p u b l i c  and t h e n  t o  implement l i b e r a l  economic p o l i c i e s  f a v o r a b l e  t o  
p r i v a t e  e n t e r p r i s e  and f o r e i g n  i nves tmen t .  Economic r e f o r m  measures were f i r s t  
p roposed i n  1985 under  t h e  Programme I n t e ' r i m a i r e  de Redressement Nat i o n a l e ,  
wh ich  was subsequen t l y  e l a b o r a t e d  i n t o  a  s t r u c t u r a l  ad jus tmen t  program f o r  1986 
t o  1988, Programme de Redressement Economique e t  F i n a n c i e r  (PREF), suppor ted by 
l o a n s  f r o m  t h e  Wor ld  Bank and t h e  I n t e r n a t i o n a l  Monetary Fund (IMF). 

The PREF commi t ted  t h e  government t o  a  number o f  c o n c r e t e  a c t i o n s  t o  reduce 
t h e  r o l e  o f  t h e  s t a t e  i n  t h e  economy and 1  i b e r a l  i z e  markets .  I n c l u d e d  were s teps  
t o  d r a s t i c a l l y  deva lue  t h e  exchange r a t e  t o  r e f l e c t  t h e  t r u e  v a l u e  o f  t h e  
c u r r e n c y ;  e l  i m i n a t e  p r i c e  c o n t r o l s  and s t a t e  m a r k e t i n g  agenc ies  t o  1  i b e r a l  i z e  
t r a d e ;  and s h u t  down s t a t e  banks and promote commercial bank ing.  However, most 
germane t o  t h i s  paper  was t h e  mandate t o  reduce t h e  number o f  p u b l i c  s e c t o r  
employees and p r i v a t i z e  o r  1 i q u i d a t e  p a r a s t a t a l  s. 



3.  THE C IV IL  SERVICE REFORM PROGRAM 

INTENT AND ACTION 

As p a r t  o f  t h e  i n i t i a l  economic recovery  program o u t l i n e d  i n  1985, t h r e e  
t a r g e t s  were se t  t o  reduce t h e  number o f  p u b l i c  sec to r  employees and inc rease  t h e  
e f f i c i e n c y  o f  t h e  sec to r :  t o t a l  p u b l i c  sec to r  employment was t o  be reduced by 
25,000 persons; a  new pay and b e n e f i t s  framework was t o  be in t roduced ;  and t h e  
s k i l l  l e v e l s  o f  remain ing publ  i c  sec to r  employees were t o  be increased.  The 
second phase o f  PREF, commencing l a t e  i n  1988, focused on i nc reas ing  t h e  
e f f i c i e n c y  o f  t h e  rema in ing  publ  i c  sec to r  employees through i n s t i t u t i o n a l  re form.  

The f i r s t  ma jo r  s t e p  t o  r e a l i z e  t h e  amb i t ious  o b j e c t i v e s  o f  t h e  r e fo rm  
program was a  census, conducted between December 1985 and A p r i l  1986, t o  
determine t h e  number o f  p u b l i c  sec to r  employees on t h e  p a y r o l l .  The census 
r e s u l t s  i n d i c a t e d  t h a t  70,989 i n d i v i d u a l s  were employed d i r e c t l y  by t h e  c i v i l  
se r v i ce ;  17,111 were employed i n  p a r a s t a t a l s ,  s t a t e  banks, o r  a t tached  t o  m in ing  
companies; 12,700 were en ro l  l e d  i n  t h e  m i l  i t a r y ;  and 2,000 were employed w i t hou t  
a  s p e c i f i e d  s e c t o r .  

The f o l l o w i n g  a c t i o n s  were then  i n i t i a t e d  t o  ach ieve p u b l i c  s e c t o r  s t a f f  
r e d u c t i o n  t a r g e t s .  F i r s t ,  guaranteed employment f o r  u n i v e r s i t y  graduates was 
te rmina ted .  Second, a  h i r i n g  f r eeze  f o r  c i v i l  s e r v i c e  p o s i t i o n s  was imposed. 
Th i r d ,  r e t i r e m e n t  o f  c i v i l  servants  over  t h e  age o f  55 and those w i t h  more than  
30 years  o f  s e r v i c e  was mandated. Fourth,  a  1  arge number o f  pub l  i c  sec to r  
e n t e r p r i s e s  and banks were c losed  and t h e i r  employees were removed f rom the  
publ i c  s e c t o r  p a y r o l l .  F i f t h ,  employees a t tached  t o  m in ing  companies were 
removed f rom t h e  p u b l i c  sec to r  p a y r o l l  (a l though  some would be reemployed on a  
c o n t r a c t u a l  bas i s )  . S i x th ,  o p t i o n a l  e a r l y  r e t i  rement and vo l  un ta r y  depar tu re  
w i t h  s u b s t a n t i a l  b e n e f i t  packages t o  c i v i l  se rvan ts  were o f f e r e d .  F i n a l l y ,  
mandatory s k i l l  t e s t i n g  o f  a l l  c i v i l  s e r v i c e  employees was i n s t i t u t e d ,  t o  be 
fo l lowed by t h e  r e l e a s e  o f  those found t o  l a c k  r e q u i r e d  s k i l l s .  

Three accompanying programs were developed t o  lessen  t h e  s o c i a l  and 
po l  i t i c a l  impact o f  t h e  proposed reduc t i ons  by e n t i c i n g  employees t o  v o l u n t a r i l y  
l eave  t h e  publ  i c  sec to r ,  and making i t  l e s s  p a i n f u l  f o r  those f o r ced  ou t  o f  t h e i r  
j obs .  F i r s t ,  t h e  A d m i n i s t r a t i v e  Reserve S ta tus  program ( D i s p o n i b i l i t e  s p k c i a l e )  
was i n s t i t u t e d  i n  December 1985. The program p laced i n d i v i d u a l s  redeployed as 
p a r t  o f  l i q u i d a t i o n  o r  p r i v a t i z a t i o n  o f  p u b l i c  s e c t o r  e n t e r p r i s e s  on admin is t ra -  
t i v e  r ese rve  s t a t u s .  Th i s  s t a t u s  e n t i t l e d  them t o  con t inued  payment o f  base 
s a l a r y  f o r  s i x  months a f t e r  t e r m i n a t i o n  o f  t h e i r  employment. Under p o l i t i c a l  
pressure sa l  a r y  payments were 1  a t e r  extended un t  i 1  December 1988. Subsequently, 
c i v i l  se rvan ts  who f a i l e d  t h e  s k i l l s  t e s t  were a l s o  p laced  on a d m i n i s t r a t i v e  
r ese rve  s t a t u s  and de lays  i n  t h e  con f i rma t i on  process o f  t e s t  r e s u l t s  a l lowed 



some o f  them t o  remain on reserve  s t a t u s  and con t inue  t o  draw c i v i l  se r v i ce  
s a l a r i e s  f o r  up t o  two years  a f t e r  t h e  December 1988 dead l ine .  

Second, as a  complement t o  t h e  f o r ced  depar tu res  o f  those f rom c losed  
e n t e r p r i s e s  and those who f a i l e d  s k i l l s  t e s t s ,  t h e  Vo lun ta ry  Depar ture program 
was c rea ted  t o  encourage c i v i l  servants  t o  leave  t h e  employment o f  t h e  s t a te .  
I n c e n t i v e s  f o r  depar tu re ,  o f  between 500,000 FG and 1,000,000 FG p a i d  over  30 
months, were p rov ided .  The dead l i ne  f o r  en ro l lmen t  i n  t h e  Vo lun ta r y  Depar ture 
program was December 1988 and those who opted t o  t a k e  t h e  c i v i l  s e r v i c e  s k i l l s  
t e s t ,  r ega rd l ess  o f  whether t h e  outcome was f avo rab le  o r  no t ,  f o r f e i t e d  t h e i r  
e l  i g i  b i l  i t y  f o r  t h e  program. 

Th i r d ,  i n d i  v i d u a l  s  p a r t i c i p a t i n g  i n  t h e  Vol un ta r y  Depar ture program were 
a1 so e l  i g i  b l  e  t o  r e c e i v e  p r i v a t e  e n t e r p r i s e  development 1  oans and t r a i n i n g  f rom 
t h e  Bureau d ' a i de  a l a  reconvers ion  des agents de l a  f o n c t i o n  p u b l i q u e  (BARAF) 
t o  f a c i l i t a t e  t h e i r  t r a n s i t i o n  i n t o  t h e  p r i v a t e  sec to r .  

RESULTS OF THE PROGRAM 

Next, we b r i e f l y  d iscuss  t h e  e f f e c t i v e n e s s  o f  t h e  re t renchment  program i n  
meet ing t h r e e  bas i c  c r i t e r i a :  reduc ing  t h e  number o f  c i v i l  s e r v i c e  workers; 
improv ing t h e  i n s t i t u t i o n a l  s t r u c t u r e  o f  t h e  c i v i l  se r v i ce ;  and i n s t i t u t i n g  
budgetary  sav ings.  

Reducti on i n  Ci v i  1 Servant Empl oyment 

To v e r i f y  r e d u c t i o n s  i n ' t h e  s i z e  o f  t h e  pub1 i c  sector ,  a  second census o f  
p u b l i c  s e c t o r  employees was taken a t  t h e  end o f  1989. Accord ing t o  t h e  census 
r e s u l t s ,  32,639 workers  had been taken o f f  t h e  p u b l i c  sec to r  p a y r o l l s  s ince  1985. 
Table  1 shows t h e  number o f  departees, by sec to r  and depar tu re  program, f o r  t h e  
p e r i o d  i n  1985-1989. Depar tures o f  m i n i s t r y  c i v i l  s e r v i c e  s t a f f  accounted f o r  
a  l i t t l e  ove r  h a l f  o f  a l l  reduc t ions ,  rand redeployments f rom s t a t e  banks, 
p a r a s t a t a l s ,  and m in i ng  companies accounted f o r  t h e  remain ing depar tu res .  Over 
t h e  same pe r i od ,  t h e  s i z e  o f  t h e  m i l i t a r y  a c t u a l l y  increased f rom 12,700 t o  
15,000 persons. O f  t h e  32,639 depar tures,  10,120 depar ted under t h e  Vo lun ta ry  
Depar ture program; 4,700 r e t i r e d ;  6,526 r e t i r e d  e a r l y ;  4,245 were removed f rom 
a d m i n i s t r a t i v e  r ese rve  s ta tus ;  and 5,617 were m in i ng  s e c t o r  c i v i l  se rvan ts  
removed f rom t h e  c i v i l  s e r v i c e  and r e h i r e d  on a  c o n t r a c t u a l  bas is .  

C l e a r l y ,  i n  terms o f  exceeding i t s  t a r g e t  o f  removing 25,000 persons f rom 
t h e  p u b l i c  sec to r ,  t h e  census i n f o r m a t i o n  suggests t h e  redeployment program was 
success fu l .  However, as we s h a l l  see, t h i s  success was tempered by t h e  ques t ions  
about t h e  r e l i a b i l i t y  o f  p a y r o l l  i n f o r m a t i o n  and h i g h  r a t e s  o f  new h i r i n g s .  





Improving the Institutional Structure of the Civil Service 

It is difficult to provide objective indicators of institutional improve- 
ments in the pub1 ic sector. Nonetheless, the government has clearly taken a 
number of bold and difficult actions in this area, including the retrenchment of 
workers, increased pay for those remaining on the state payroll, and various 
measures to strengthen institutional structures. To amp1 i fy, between 1985 and 
1990, the government privatized or liquidated over 70 percent of state 
enterprises and removed their employees from state payrolls. At the same time, 
employment within the civil service was reportedly cut by 27 percent. 

To boost morale and productivity, wages were increased dramatically during 
the course of the reform program. In 1986 the civil service salary base was 
increased by 80 percent, and cost of living and transport allowances were added 
to compensation packages. This followed an even larger pay increase that had 
occurred in 1985 and resulted in real salaries approximately four times higher 
in 1986 than in 1980 (Tab1 e 2). Sal ary bases were again increased by over 80 
percent, in 1988, along with additional increases in allowances and premia. Then 
in April 1989, a new compensation plan was instituted under which the base salary 
was determined by an index calculated on the basis of individual's education and 
experience 1 eve1 s . Previous a1 1 owances for cost of 1 i vi ng and transportation 
were abol i shed and a comprehensive set of new a1 1 owances was defined. These 
changes resulted in an average increase in real remuneration of 23 percent. More 
importantly, they represented a first attempt to explicitly link promotions and 
pay increases to performance. 

However, the trend of salary increases was not ended by the new framework, 
as real compensation was increased again in 1990. Then in 1991, partially as a 
result of a nationwide strike, the nominal base salary was increased 145 percent, 
far exceeding the rise in the price level. These latest increases, though 
politically necessary, had severe budgetary repercussions and were strongly 
opposed by the international lending community. 

In addition to the retrenchment program and efforts to rationalize pay for 
those who remained, a number of positive steps were taken to improve the 
institutional structure of the civil service. In late 1988 the Ministry of 
Reform and Civil Service (MRAFP) was created to institutionalize the civil 
service reform process. Two departments within the MRAFP and a department within 
each ministry with links to the MRAFP were created to address institutional 
organization, skill development, and financial management needs. 2 

The Office of Administrative Reform Strategies and Programs was set up to 
provide the rationale and outlines for ministry bureaucratic reorganization and 
to develop job descriptions and organizational charts within each ministry. The 
Center for Administrative Improvement was established to improve the efficiency 
of civil servants. Its specific mandate included: evaluating retraining needs; 
developing training programs; developing a computerized database on employees; 
and, developing a standardized system of evaluation and advancement. Finally, 

(continued . . . ) 





However, d e s p i t e  these accomplishments, t h e r e  i s  a  common pe rcep t i on  t h a t  
c i v i l  s e r v i c e  re forms have l o s t  momentum and even eroded a f t e r  1988. A f t e r  t h e  
i n i t i a l  round o f  r a d i c a l  re forms i n  1986 and 1987, t h e  c i v i l  s e r v i c e  has become 
more e f f e c t i v e  a t  s t a l l i n g  and subve r t i ng  t h e  implementat ion o f  p o l i c i e s  w i t h  
p o t e n t i a l l y  nega t i ve  impacts on t h e i r  we1 1-being. For example, t h e  coverage o f  
t h e  t e s t i n g  program has been incomplete  and o f t e n  t h e  r e s u l t s  have n o t  t r a n s l a t e d  
i n t o  app rop r i a t e  employment dec i s i ons .  More than  26,000 c i v i l  servants ,  mos t l y  
i n  t h e  M i n i s t r i e s  o f  Educat ion and Heal th ,  were no t  tes ted ,  and some o f  those 
f a i l i n g  t h e  t e s t  were never o f f i c i a l l y  n o t i f i e d  and con t inue  t o  work i n  t h e  c i v i l  
se r v i ce .  

Transparency and t r u t h  i n  p a y r o l l  and personnel  i n f o r m a t i o n  has a l s o  proved 
d i f f i c u l t  t o  m a i n t a i n  d e s p i t e  two publ i c  sec to r  censuses i n  f o u r  years .  A  
v e r i f i c a t i o n  exe rc i se  i n  Conakry i n  1987 suggested t h a t  f i v e  percen t  o f  p a y r o l l  
records  were improper and t h e  second p u b l i c  census i n  1989-1990 showed f u r t h e r  
e ros i on  i n  t h e  accuracy o f  p a y r o l l  i n f o r m a t i o n  s i nce  t h e  1987 exe rc i se .  Th i s  
i n a b i l i t y  t o  m a i n t a i n  p a y r o l l  i n f o r m a t i o n  has l e d  t o  s t r ong  susp ic ions  t h a t  t h e  
ac tua l  number o f  c i v i l  se rvan ts  may be h i ghe r  than  repor ted .  Under p ressure  f rom 
t h e  World Bank and t h e  IMF, o u t s i d e  t e c h n i c a l  ass is tance  was p rov i ded  i n  1992 t o  
overhaul  and computer ize t h e  c i v i l  servant  r o s t e r  and p a y r o l l  system. Yet, 
progress i n  e s t a b l i s h i n g  a  c l e a r  system o f  account ing f o r  p u b l i c  sec to r  workers 
con t inues  t o  move s!owly. 

Reducing t h e  Budget D e f i c i t  

The e f f e c t i v e n e s s  o f  p u b l i c  sec to r  retrenchment programs i n  reduc ing  t h e  
government budget d e f i c i t  was l i m i t e d  by t h e  concur ren t  increases i n  r e a l  wages. 
Nonetheless,  r e s u l t s  i n d i c a t e  t h a t  e f f o r t s  t o  reduce t h e  s i z e  o f  t h e  p u b l i c  
sec to r  have had some impact on t o t a l  government expendi tures.  A major p o r t i o n  
o f  t o t a l  2overnment expend i tu re  i n  t h e  l a s t  years  o f  t h e  F i r s t  Republ ic  was 
devoted t o  p u b l i c  sec to r  wages. It i s  es t imated  t h a t  wage payments comprised 
39.9 percen t  o f  t o t a l  government expend i tu res  i n  1980 (UNDP 1992). However, by 
1987 wage payments as a  share o f  t o t a l  expend i tu res  had f a l l e n  t o  o n l y  11.7 
percen t  o f  t o t a l  p u b l i c  spending (Table  2 ) .  

Yet, as t h e  c o s t s  o f  compensation and c i v i l  s e r v i c e  r e a l  wages cont inued t o  
increase,  so d i d  t h e  wage b i l l  and i t s  importance i n  t o t a l  spending. Between 
1987 and 1991, bo th  t h e  r e a l  wage b i l l  and wages as a  percentage o f  t o t a l  p u b l i c  
expend i tu res  more than  doubled. Along w i t h  t h e  r a p i d  growth i n  r e a l  wages, one 
impor tan t  c o n t r i b u t i o n  t o  t h e  h i ghe r  wage b i l l  has been t h e  growth i n  s a l a r i e s  
t o  t h e  m i l i t a r y ,  which c u r r e n t l y  account f o r  r ough l y  30 percen t  o f  t h e  publ  i c  
sec to r  wage b i l l .  S o l d i e r s  have been p a r t i c u l a r l y  e f f e c t i v e  i n  r e s i s t i n g  c i v i l  
s e r v i c e  r e fo rm  e f f o r t s  and a c t u a l l y  increased i n  numbers over  t h e  PREF program 

' ( . . .cont inued) 
a  Department o f  A d m i n i s t r a t i v e  and F inanc ia l  A f f a i r s ,  w i t h  1  i n k s  t o  t h e  MRAFP, 
was e s t a b l i s h e d  i n  every  m i n i s t r y  t o  mon i to r  and adm in i s t e r  t h e  m i n i s t r i e s '  
personnel ,  m a t e r i  a1 , and f i nanci  a1 resources. 



p e r i o d .  Recen t l y  o t h e r  groups have a l s o  exer ted  pressure on t h e  government t o  
inc rease  publ  i c  sec to r  employment and i n  1990, 2,204 new c i v i l  s e r v i c e  employees 
were h i r e d  on t o p  o f  t h e  doub l i ng  o f  r e a l  c i v i l  se rvan t  base pay. 

There have been, however, some p o s i t i v e  budgetary movements between 1987 and 
1991. P a r t i c u l  a r l y ,  t h e  government was re1  a t i  v e l y  successfu l  i n  r e a l  1  o c a t i n g  
o v e r a l l  government expend i tu re  i n t o  investment.  The p o r t i o n  o f  t o t a l  government 
expend i tu res  go ing  t o  r e c u r r e n t  expenses decreased between 1987 and 1991. Th i s  
improvement i s  p a r t i a l l y  a t t r i b u t a b l e  t o  l a r g e  i n f l o w s  o f  f o r e i g n  c a p i t a l  f rom 
i n t e r n a t i o n a l  donors, and redeployment programs were c r u c i  a1 i n  o b t a i n i n g  and 
c o n t i n u i n g  t h e  f l o w  o f  t h i s  ass is tance.  Thus, f rom a  budgetary s tandpo in t ,  
perhaps t h e  g r e a t e s t  impact o f  t h e  redeployment programs has been t o  f a c i l i t a t e  
t h e  procurement o f  f o r e i g n  ass is tance  by sending a  s t r ong  s i g n a l  t o  t h e  
i n t e r n a t i o n a l  donor community o f  t h e  government's commitment t o  economic re form.  

SUMMARY 

I n  terms o f  t h e  r epo r t ed  number o f  r educ t i ons  i n  p u b l i c  sec to r  employment, 
t h e  re t renchment  program appears t o  have been very  success fu l .  Yet, p r i m a r i l y  
due t o  wage increases,  budget ing ga ins  have no t  accompanied reduc t i ons  i n  t h e  
number o f  workers.  These reduc t i ons  have a l s o  s u b s t a n t i a l l y  c o n t r i b u t e d  t o  t h e  
c r e a t i o n  o f  t h e  c o n d i t i o n s  of s e r v i c e  and o rgan i za t i ona l  framework, which are 
p r e r e q u i s i t e s  f o r  i n s t i t u t i o n a l  re forms.  However, t h e r e  i s  s t i l l  l i t t l e  
e m p i r i c a l  bas i s  f o r  a rgu ing  whether o r  no t  t h e  e f f i c i e n c y  o f  t h e  p u b l i c  sec to r  
has increased.  The f a c t  remains t h a t  i n s t i t u t i o n a l  r e l a t i o n s h i p s  do n o t  change 
w i t h  p o l i c y  pronouncements and t h e  behav ior  p a t t e r n s  o f  c i v i l  se rvan ts  w i l l  
change o n l y  over  t ime  i f  t h e  p roper  i n c e n t i v e  s t r u c t u r e  i s  i n s t i t u t e d .  Promoting 
changes i n  t h e  behav io r  o f  c i v i l  se rvan ts  i s  e s p e c i a l l y  c h a l l e n g i n g  i n  a  coun t r y  
l i k e  Guinea where, d u r i n g  t h e  F i r s t  Republ ic,  a  number o f  i n s t i t u t i o n a l  
mechani sms developed t o  promote ren t -seek ing  behav io r .  I n  p a r t i c u l a r ,  
c e n t r a l i z e d  decis ionmaking, poor  m o n i t o r i n g  and c o n t r o l  o f  resources, and 
cumbersome b u r e a u c r a t i c  r u l e s  i n h i b i t e d  t h e  t ransparency o f  ac t i ons .  These 
i n s t i t u t i o n a l  c h a r a c t e r i s t i c s  have been p a r t i c u l a r l y  r e s i s t a n t  t o  re forms s i nce  
a  l a r g e  p o r t i o n  o f  c i v i l  se rvan ts  b e n e f i t  by pe rpe tua t i ng  t h e  s t a t u s  quo. 
C u r r e n t l y  i t  i s  unc lea r  i f  t h e  government has t h e  p o l  i t i c a l  w i l l  t o  con f ron t  
these i n t e r e s t s .  However, i f  t h e  government can s t a y  t h e  course o f  i n s t i t u t i o n  
re form,  publ  i c  sec to r  e f f i c i e n c y  ga ins  have t h e  p o t e n t i a l  t o  outweigh t h e  s o c i a l  
and p o l  i t i c a l  cos t s  o f  t h e  redeployment program, even w i t h o u t  an accompanying 
budgetary  g a i  n  . 



4. T H E  IMPACT OF RETRENCHMENT PROGRAMS ON REDEPLOYED WORKERS 

Pub1 i c  s e c t o r  employment r educ t i ons  were p a r t  o f  a  l a r g e r  e f f o r t  t o  decrease 
t h e  r o l e  o f  an i n e f f i c i e n t  pub l  i c  sec to r  i n  t h e  economy and, thereby,  r e l y  on 
ensuing growth i n  a  1  i b e r a l  i z e d  p r i v a t e  sec to r  t o  d r i v e  economic development and 
absorb redeployed s t a t e  workers. Shor t - term compen.sat i o n  was j u s t i f i e d  t o  cover 
t h e  cos t s  o f  t r a n s i t i n g  t o  t h e  p r i v a t e  sec to r ,  b u t  over  t h e  l o n g  t e rm  redeployees 
were expected t o  face  h i ghe r  p o t e n t i a l  earn ings i n  t h e  p r i v a t e  sec to r .  Th i s  
s e c t i o n  o f  t h e  paper w i l l  examine t h e  d i f f i c u l t i e s  re t renched  p u b l i c  sec to r  
employees have faced i n  t r a n s i t i n g  i n t o  t h e  p r i v a t e  sec to r .  

THE DATA 

U n t i l  now 1  i t t l e  i n f o r m a t i o n  has been a v a i l a b l e  on t h e  impact o f  redeploy-  
ment programs on those  most a f f e c t e d  - publ  i c  sec to r  workers who l o s e  t h e i r  
j obs .  Therefore,  based on a  se l f -we igh ted  r e p r e s e n t a t i v e  sample o f  1,728 
households conducted i n  Conakry i n  1990-1991, we conducted a  survey ' o f  t h e  
subsample o f  i n d i v i d u a l s  who were redeployed o r  l e f t  a  publ  i c  sec to r  j o b  between 
1979 and t h e  t ime  t h e  survey was conducted. The subsample comprised a l l  t h e  
i n d i v i d u a l  s  i n i  t i  a1 l y  surveyed who were (1)  c u r r e n t l y  unemployed and had 
p r e v i o u s l y  h e l d  a  j o b  i n  t h e  p u b l i c  sec to r ,  (2 )  c u r r e n t l y  employed i n  e i t h e r  t h e  
p u b l i c  o r  p r i v a t e  sec to r  who i n d i c a t e d  they  had l e f t  t h e  p u b l i c  sec to r  f o r  an 
extended p e r i o d  o f  t i m e  i n  t h e  l a s t  decade, and (3) those  c u r r e n t l y  employed i n  
t h e  p u b l i c  sec to r  who t r a n s f e r r e d  f rom one p u b l i c  sec to r  p o s i t i o n  t o  another,  
w i t h o u t  a  l o n g  s p e l l  o f  unemployment, because o f  t h e  redeployment program. Th is  
supplemental " re t renchment"  survey c o l l  ec ted  a d d i t i o n a l  i n f o r m a t i o n  on 1  abor 
h i  s t o r y ,  i n c l u d i n g  reason f o r  t r a n s i t i o n ,  d u r a t i o n  o f  unemployment accompanying 
t h e  t r a n s i t i o n ,  t h e  l e v e l  o f  pre-  and p o s t - t r a n s i t i o n  wages, and compensation 
r ece i ved  a f t e r  depar ture.  

The subsample i s  b iased  by t h e  l a c k  o f  r ep resen ta t i on  o f  i n d i v i d u a l s  who 
d i e d  o r  m ig ra ted  f rom Conakry a f t e r  t r a n s i t i o n s  f rom publ  i c  sec to r  p o s i t i o n s ,  b u t  
before implementat ion o f  t h e  survey. No s p e c i f i c  i n f o r m a t i o n  i s  a v a i l a b l e  on t h e  
b i a s  i n t r oduced  by t h e  exc l us i on  o f  these groups, and no means o f  c o r r e c t i n g  f o r  
t h i s  censor ing  problem are  a v a i l a b l e .  As a  r e s u l t ,  r e t i r e e s  and o t h e r  cohor ts  
of o l d e r  redeployees a re  probably  underrepresented i n  t h e  subsample because of 
death.  On t h e  o t h e r  hand, urban t o  r u r a l  m i g r a t i o n  d u r i n g  t h e  p e r i o d  was 
ex t reme ly  1  i m i t e d  due t o  poor  economic o p p o r t u n i t i e s  i n  v i l l a g e s  and i s  p robab ly  
n o t  a  s i g n i f i c a n t  source o f  b i a s  i n  t h e  sample. 
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PATHS OF PUBLIC SECTOR WORKERS LEAVING 

i d u a l  s  l e a v i n g  t h e  publ  i c  sec to r  may f o l  

BETWEEN 1979 AND 1992 

low one o f  f i v e  paths. F i r s t ,  
they  may l eave  t h e  publ7c sec to r  and n o t  t ake  o t h e r  work, a t  l e a s t  through t h e  
t ime  t h a t  t h e  survey was c ~ n d u c t e d . ~  Second, an i n d i v i d u a l  may leave  t h e  publ  i c  
sec to r ,  spend a  p e r i o d  w i t h o u t  work, and then t ake  a  p r i v a t e  sec to r  p o s i t i o n .  
Th i rd ,  an i n d i v i d u a l  may l eave  a  p u b l i c  sec to r  p o s i t i o n  and immediately t ake  a  
p r i v a t e  sec to r  p o s i t i o n .  A f o u r t h  t ype  o f  t r a n s i t i o n  i nvo l ves  l e a v i n g  a  p u b l i c  
sec to r  p o s i t i o n ,  spending a  p e r i o d  w i t hou t  work, and then  e n t e r i n g  another publ  i c  
sec to r  p o s i t i o n .  F i n a l l y ,  an i n d i v i d u a l  may leave  a  p u b l i c  sec to r  p o s i t i o n  due 
t o  retrenchment b u t  immediately t ake  another p u b l i c  sec to r  p o s i t i o n .  

T r a n s i t i o n s  o f  t ype  f i v e  a re  q u a l i t a t i v e l y  d i f f e r e n t  f rom t h e  o t h e r  
t r a n s i t i o n s  l i s t e d  because t h e  i n d i v i d u a l  never a c t u a l l y  leaves t h e  p u b l i c  
sec to r .  However, t h e  m o t i v a t i o n  f o r  such t r a n s i t i o n s  i s  t h e  same: one's j o b  i s  
te rmina ted  because an e n t e r p r i s e  i s  c losed,  o r  t h e  number o f  workers i n  a  
m i n i s t r y  i s  reduced. To t he  ex ten t  t h a t  these circumstances p r e c i p i t a t e  t h e  
t r a n s i t i o n ,  they  should be t r e a t e d  1  i ke t he  o the r  types o f  t r a n s i t i o n s  discussed 
above. I n  f a c t ,  o n l y  1  percent  o f  t he  t r a n s i t i o n s  are from one p u b l i c  sec to r  j o b  
t o  another w i t hou t  a  s p e l l  o f  unemployment. Thus, t r a n s i t i o n  type  f i v e  i s  no t  
of g r e a t  importance. 

T r a n s i t i o n s  

The m a j o r i t y  o f  p u b l i c  sec to r  depar tures (55 percen t )  occurred between 1985 
and 1988 - t h e  p e r i o d  t h a t  t he  formal redeployment program was i n  f u l l  implem- 
e n t a t i o n  (F igu re  1 ) .  However, both p r i o r  t o  1985 and subsequent t o  1988, 
i n d i v i d u a l s  were l e a v i n g  t he  p u b l i c  sec to r .  Throughout t he  remainder o f  t he  
ana l ys i s ,  a  d i s t i n c t i o n  w i l l  be made among the  t h ree  t ime per iods  t h a t  rough ly  
correspond t o  be fo re ,  dur ing ,  and a f t e r  t he  formal redeployment program i n  an 
e f f o r t  t o  determine whether and how t h e  exper ience o f  j o b  leavers  d i f f e r e d  among 
these per iods .  

F i r s t ,  we examine t h e  c u r r e n t  s t a t u s  and s p e c i f i c  t r a n s i t i o n  paths taken by 
those who l e f t  t h e  c i v i l  s e r v i c e  between 1979 and 1990 (F igure  2) .  The da ta  must 
be eva lua ted  recogn i z i ng  t h a t  t h i s  i s  a  heterogeneous group o f  workers i n  terms 
o f  t h e  da te  t h a t  they  l e f t  t h e  p u b l i c  s e r v i c e  and t h e  reasons f o r  depar ture.  The 
cen te r  p i e  c h a r t  shows t h e  1992 s ta tus  o f  those who made a  t r a n s i t i o n  from a  
p u b l i c  sec to r  p o s i t i o n  s i nce  1979. O f  those who e x i t e d  t h e  p u b l i c  sec to r  a f t e r  
1978, 43 percen t  were n o t  work ing a t  t h e  t ime  o f  t h e  survey i n  1992 (no t  working 
inc ludes  bo th  those who a re  seeking, and those who a re  n o t  seeking employment), 
52 percen t  were employed i n  t h e  p r i v a t e  sec to r  i n  1992, and 5  percen t  e x i t e d  a  

3 There i s  a  sample t r u n c a t i o n  problem here. Jus t  because someone has n o t  y e t  
found another j o b  a t  t h e  t ime  o f  t h e  survey does n o t  mean t h a t  a t  some f u t u r e  
t ime he w i l l  n o t  r e e n t e r  t he  l a b o r  f o r ce .  







p u b l i c  s e c t o r  p o s i t i o n  but were c u r r e n t l y  employed in  a n o t h e r  p u b l i c  s e c t o r  
p o s i t i o n  i n  1992. 

The t h r e e  p e r i m e t e r  c h a r t s  show t h e  t r a n s i t i o n  p a t h s  followed by i n d i v i d u a l s  
t o  a r r i v e  a t  t h e i r  1992 s t a t u s .  The p i e  c h a r t  on t h e  lower r i g h t  p a r t i t i o n s  
t h o s e  c u r r e n t l y  n o t  working by t h e i r  employment h i s t o r y .  The overwhelming 
m a j o r i t y  (91 p e r c e n t )  o f  t h o s e  who l e f t  t h e  p u b l i c  s e c t o r  and were no t  working 
a t  t h e  t ime  of  t h e  survey had never  r e e n t e r e d  t h e  l a b o r  market.  In c o n t r a s t ,  
on ly  9  p e r c e n t  o f  t h e  persons  l e a v i n g  t h e  publ i c  s e c t o r  and p r e s e n t l y  no t  working 
t e m p o r a r i l y  held  a  p o s i t i o n  in  t h e  p r i v a t e  s e c t o r .  

The p i e  c h a r t  on t h e  lower l e f t  d e p i c t s  t h e  l a b o r  h i s t o r y  of i n d i v i d u a l s  who 
l e f t  t h e  p u b l i c  s e c t o r  a f t e r  1979 and were employed i n  t h e  p r i v a t e  s e c t o r  a t  t h e  
t ime of t h e  su rvey .  The r e s u l t s  i n d i c a t e  t h a t  62 percen t  of i n d i v i d u a l s  employed 
i n  t h e  p r i v a t e  s e c t o r  i n  1992 had undergone a  s p e l l  wi thou t  work between leav ing  
t h e  p u b l i c  s e c t o r  and f i n d i n g  a  new job .  F i n a l l y ,  t h e  p i e  c h a r t  on t h e  upper 
l e f t  d e p i c t s  t h e  l a b o r  h i s t o r y  o f  t h e  small number o f  i n d i v i d u a l s  who l e f t  a  
p u b l i c  s e c t o r  p o s i t i o n  but r e e n t e r e d  t h e  p u b l i c  s e c t o r  by 1992. T r a n s i t i o n s  
between p u b l i c  s e c t o r  jobs  wi th  a  s p e l l  o f  no work accounted f o r  80 percen t  o f  
t h e s e  c a s e s .  

The above a n a l y s i s  o f  ind iv idua l  1  abor  hi  s t o r i e s  s u g g e s t s ,  f i r s t ,  t h a t  
movements o u t  o f  t h e  p u b l i c  s e c t o r  t o  o t h e r  p o s i t i o n s  t end  t o  be permanent - 95 
p e r c e n t  o f  t r a n s i t i o n  p a t h s  involved l e a v i n g  t h e  publ i c  s e c t o r  f o r  a  p r i v a t e  
s e c t o r  p o s i t i o n  o r  unemployment. Second, t h e r e  was a  r e l a t i v e l y  high frequency 
o f  i n d i v i d u a l s  wi thou t  work a t  t h e  t ime  of t h e  survey (43 p e r c e n t ) .  However, i t  
i s  important  t o  keep in mind t h a t  no t  a l l  i n d i v i d u a l s  wi thout  work a r e  
s t r u c t u r a l l y  unemployed (unab le  t o  f i n d  s u i t a b l e  j o b s )  ; i n s t e a d ,  some a r e  
r e t i r e e s  and o t h e r  c a t e g o r i e s  o f  n o n p a r t i c i p a n t s  inc lud ing  t h o s e  not  sea rch ing  
due t o  i l l n e s s ,  household d u t i e s ,  poor economic o p p o r t u n i t i e s ,  and o t h e r  causes .  
In t h e  nex t  p a r t  of t h e  a n a l y s i s  we examine t h e  reasons  f o r  t h e  d e p a r t u r e  from 
t h e  p u b l i c  s e c t o r  and i t s  r e l a t i o n s h i p  t o  t h e  subsequent  job  sea rch  and 
employment outcomes. 

Reasons and C h a r a c t e r i s t i c s  o f  Those Leaving P u b l i c  S e c t o r  P o s i t i o n s  

The reason  t h a t  a  p u b l i c  s e c t o r  employee l e a v e s  h i s / h e r  j o b  has an important 
i n f l u e n c e  on t h e i r  subsequent  t r a n s i t  ion p a t h .  In t h e  fo l lowing  a n a l y s i s ,  
r e a s o n s  f o r  l e a v i n g  p u b l i c  s e c t o r  p o s i t i o n s  a r e  d i v i d e d  i n t o  t h r e e  c a t e g o r i e s :  
found o t h e r  employment; r e t i r e m e n t  ; and redeployment.  The redeployment ca tegory  
i n c l u d e s  i n d i v i d u a l s  r e l e a s e d  dur ing  t h e  c l o s i n g  o f  publ i c  s e c t o r  f i r m s ,  
i n d i v i d u a l s  l a i d  o f f  because o f  government cu tbacks ,  i n d i v i d u a l s  l a i d  o f f  f o r  

I t  should  be emphasized t h a t  t h e  20 pe rcen t  t h a t  had no s p e l l  of  not  working 
between publ i c  s e c t o r  p o s i t i o n s  c l e a r l y  i n d i c a t e d  t h a t  l e a v i n g  t h e i r  e a r l  i e r  
p o s i t i o n  had been mot ivated by re t renchment .  



f a i l i n g  t h e  government s k i l l s  t e s t ,  and i n d i v i d u a l s  l e a v i n g  t h e  c i v i l  se r v i ce  as 
p a r t  o f  t h e  v o l u n t a r y  depar tu re  program. 

F i gu re  3 shows t he  frequency o f  reasons f o r  t r a n s i t i o n s  f rom p u b l i c  sec to r  
employment f o r  1979-1992, as w e l l  as t he  t h r e e  d isaggregated redeployment 
pe r i ods .  O v e r a l l ,  s l  i g h t l y  more than  ha1 f o f  t h e  t r a n s i t i o n s  were mot i va ted  by 
redeployment.  Ret i rements  accounted f o r  39 percen t  o f  t r a n s i t i o n s  and f i n d i n g  
o t h e r  work represen ted  rough l y  6  percent  o f  t r a n s i t i o n s .  It i s  impor tan t  t o  
remember, however, t h a t  these 1  a t t e r  ca tego r i es  may we1 1  i n c l u d e  those mot i va ted  
t o  r e t i r e  e a r l y  o r  f i n d  o t h e r  work, because o f  t h e  expected r e d u c t i o n  i n  t h e  s i z e  
o f  t h e  p u b l i c  se r v i ce .  

An examinat ion o f  t r a n s i t i o n s  by p e r i o d  shows t h a t  t h e  f requency o f  
redeployment i s  much h i ghe r  du r i ng ,  bu t  n o t  1  i m i  t e d  t o  t h e  years  1985-1988, when 
t h e  redeployment program was most a c t i v e .  However, l a y o f f s  f rom p u b l i c  sec to r  
e n t e r p r i s e  c l o s i n g s  began i n  t h e  e a r l y  1980s p r i o r  t o  t h e  implementat ion o f  
formal  redeployment programs. L ikewise,  many i n d i v i d u a l s  p laced  on t h e  r o l e s  o f  
" d i  spondabi l  i t y  spec ia l  " were re leased  f rom t h e  publ  i c  sec to r  a f t e r  t h e  o f f i c i  a1 
t e r m i n a t i o n  o f  redeployment programs i n  December o f  1988. It should a1 so be 
noted t h a t  t h e  f requency o f  reasons f o r  t r a n s i t i o n s  i n  t h e  p re -  and post-redep- 
loyment program p e r i o d s  a re  ve r y  s i m i l a r .  T h i s  suggests t h a t  a  base r a t e  o f  
depar tu re  f rom t h e  p u b l i c  s e c t o r  e x i s t e d  p r i o r  t o  t h e  implementat ion o f  t h e  
formal  redeployment programs, and t h a t  t h i s  r a t e  has n o t  app rec i ab l y  changed i n  
t h e  p e r i o d  a f t e r  t h e  formal  t e r m i n a t i o n  o f  these programs. 

Table 3  shows t h a t  by 1992, 70.5 percent  o f  those who l e f t  t h e  publ  i c  sec to r  
as redeployees between 1979 and 1990 had found another  j ob .  The comparable 
f i g u r e  f o r  r e t i r e e s  i s  o n l y  45.6 percen t ,  a  cons iderab ly  lower  share than 
redeployees, as expected. 

I t  would be a  mis take t o  suggest t h a t  those who a re  no t  work ing are 
unemployed s ince  n e a r l y  40 percen t  o f  t he  redeployees and 84 percen t  o f  r e t i r e e s  
no t  work ing a re  n o n p a r t i c i p a n t s  (no l onge r  seeking employment). Furthermore, 
o v e r a l l  n o n p a r t i c i p a t i o n  r a t e s  decrease f o r  redeployees over  t h e  t h r e e  t ime 
pe r i ods ,  suggest ing t h a t  l onge r  s p e l l s  w i t h o u t  work inc rease  t h e  p r o b a b i l i t y  o f  
n o n p a r t i c i p a t i o n  f o r  these former s t a t e  workers.  Among r e t i r e e s ,  n o n p a r t i c i -  
pan ts  comprise 83.8 percen t  o f  those n o t  work ing.  Th i s  f i g u r e  i s  h i ghe r  i n  t h e  
pre-redeployment and post-redeployment pe r i ods  than  i n  t h e  redeployment per iod ,  
r e f l e c t i n g  t h e  i n f l u x  i n t o  t h e  j o b  market o f  former  p u b l i c  sec to r  workers who 
wished t o  remain a c t i v e  i n  t h e  l a b o r  f o r ce ,  b u t  were f o r ced  t o  r e t i r e  under t h e  
redeployment program. From these r e s u l t s ,  t h e  o v e r a l l  unemployment r a t e  among 
persons l e a v i n g  p u b l i c  sec to r  j obs  i s  c a l c u l a t e d  a t  17 percen t .  Th i s  i s  h i ghe r  
than  t h e  o v e r a l l  unemployment r a t e  f o r  Conakry o f  12 percen t  d e s p i t e  t h e  f a c t  
t h a t  t h e  m a j o r i t y  o f  redepar tees r e s i d e  i n  age and gender coho r t s  w i t h  t h e  lowest  
r a t e s  o f  unemployment ( G l i c k  e t  a l .  1992). Furthermore, redeployees appear t o  
have a  s l i g h t l y  h i g h e r  r a t e  o f  unemployment o v e r a l l  (20 percen t ) ,  and d u r i n g  each 
t ime  pe r i od ,  than  f o r  r e t i r e e s  o r  o t h e r  departees. 

A  number o f  f a c t o r s ,  i n  a d d i t i o n  t o  reason f o r  l e a v i n g  t h e  p u b l i c  sec to r ,  
i n f l u e n c e  t h e  observed frequency o f  n o n p a r t i c i p a t i o n ,  unemployment, and 







employment. A  s imp le  mu l t i nom ia l  l o g i t  model i s  developed t o  i n f e r  t h e  
r e1  a t  i o n s h i p  between these f a c t o r s  and employed and n o n p a r t i c i p a n t  ca tego r i es  
r e l a t i v e  t o  a  base unemployment ca tegory .  

I n d i v i d u a l  c h a r a c t e r i s t i c s  i n c l u d e  i n d i v i d u a l s '  p o s i t i o n  i n  t h e i r  household, 
gender, educa t ion  1  eve1 , e t  h n i  c i  t y  , and payment r ece i ved  upon r e t i r e m e n t  . The 
household head i s  t r a d i t i o n a l l y  r espons ib l e  f o r  p r o v i d i n g  f o r  household needs, 
t hus  t h e i r  income stream i s  more c r i t i c a l  t o  household w e l f a r e  than  t h e  income 
streams of o t h e r  f a m i l y  members (Dioubate 1992). As a  r e s u l t ,  household heads 
a re  w i l l i n g  t o  search more i n t e n s e l y  f o r  new work and a re  l e s s  l i k e l y  t o  accept 
nonempl oyment a1 t e r n a t i v e s .  Thus, be ing  t h e  household head i s  hypothes ized t o  
inc rease  t h e  p r o b a b i l i t y  o f  r e s i d i n g  i n  t h e  employment s t a t e  r e l a t i v e  t o  t h e  
unemployment s t a t e .  

Gender i s  a1 so hypothes ized t o  i n f l u e n c e  t h e  re1  a t i v e  p robab i l  i t y  o f  l a b o r  
market s t a t e s .  I n  t h e  t r a d i t i o n a l  household s t r u c t u r e ,  t h e  women's respons i  b i  1  i- 
t y  f o r  a lmost a l l  d a i l y  household a c t i v i t i e s  increases t h e  nonmarket va lue  o f  
t h e i r  t ime ,  r e1  a t i v e  t o  men's. Hence, women a re  more 1  i k e l y  t o  spend t h e i r  t ime  
o u t s i d e  t h e  l a b o r  market,  and thus  be n o n p a r t i c i p a n t s .  O ld  age, and i f  t h e  
i n d i v i d u a l  l e f t  because o f  r e t i r emen t ,  i s  a1 so hypothes ized t o  be p o s i t i v e l y  
r e l a t e d  t o  t h e  n o n p a r t i c i p a t i o n  s t a t e .  I n  a d d i t i o n ,  t h e  r e c e i p t  o f  severance i s  
expected t o  reduce t h e  p r o b a b i l i t y  o f  seeking and f i n d i n g  acceptab le  new 
employment s i n c e  i t  prov ides  an a l t e r n a t i v e  source o f  income, a t  l e a s t  f o r  t h e  
p e r i o d  over  which i t  i s  d isbursed.  Educat iona l  l e v e l ,  on t h e  o the r  hand, 
inc reases  t h e  human c a p i t a l  o f  t h e  worker and presumably p r o d u c t i v i t y  as w e l l .  
Thus, t h e  expected wage o f f e r  increases.  A t  t h e  same t ime,  i n d i v i d u a l s  w i t h  
g r e a t e r  human c a p i t a l  have a  h i ghe r  p r o b a b i l i t y  o f  be ing  o f f e r e d  a  p o s i t i o n ,  i n  
p a r t  due t o  g r e a t e r  s k i l l s  o f  t h e  searcher and i n  p a r t  due t o  t h e  t o  s i g n a l i n g  
o f  a b i l i t y  t o  t h e  p rospec t i ve  employees. Hence t h e  p r o b a b i l i t y  o f  r e s i d i n g  i n  
t h e  employment s t a t e  i s  hypothes ized t o  inc rease  w i t h  educat ion.  

F i n a l l y ,  two dummy v a r i a b l e s  f o r  t h e  p e r i o d  i n  which t h e  i n d i v i d u a l  l e f t  t h e  
p u b l i c  sec to r  a re  i nc l uded  i n  t h e  model t o  c o n t r o l  f o r  t h e  sample censor ing 
problem t h a t  a r i s e s  due t o  t h e  f a c t  t h a t  more recen t  departees f rom t h e  p u b l i c  
s e c t o r  had l e s s  t ime  t o  e i t h e r  f i n d  a  job ,  o r  g i v e  up t h e  j o b  search i n  t h e  face  
of f r u s t r a t i o n  o r  o t h e r  p r e c i p i t a t i n g  f a c t o r s  such as i 1  lness .  The c o e f f i c i e n t s  
on dummy v a r i a b l e s  a re  t h e r e f o r e  expected t o  have a  nega t i ve  s i g n  f o r  bo th  
empl oyment and nonpar t  i c i p a t  i on re1  a t  i v e  t o  t h e  base case unemployment . 
Furthermore, t h e  magnitude o f  t h e  parameter est imates i s  expected t o  be g r e a t e r  
i n  t h e  most r e c e n t  pe r i od .  

The es t imated  r e s u l t s  o f  t h e  model a re  r epo r t ed  i n  Table 4.  O v e r a l l ,  t h e  
model e x p l a i n s  a 1  arge p o r t i o n  o f  t h e  va r iance  i n  employment s t a t e s  and i s  robus t  
under a  number o f  es t imated,  b u t  unreported, i n t e r a c t i v e  s p e c i f i c a t i o n s .  
Examining t h e  i n d i v i d u a l  parameter est imates,  t h e  p o s i t i v e  and s i g n i f i c a n t  
es t ima te  f o r  t h e  household head dummy v a r i a b l e  on employment suppor ts  t h e  
hypo thes is  t h a t  heads a re  more l i k e l y  t o  r e s i d e  i n  t h e  employment s t a t e  than 
o t h e r  household members. L ikewise,  t h e  s i g n i f i c a n t  parameter es t imates  f o r  t h e  
dummy v a r i a b l e  f o r  persons over  age 54 and t h e  r e t i r e m e n t  v a r i a b l e  suppor t  t h e  





hypotheses that older persons, as well as those that left the civil service as 
retirees, are more 1 i kely to be nonparticipants. The severance pay variable a1 so 
assumes a significant and negative sign in relation to the employment state, 
suggesting that there may be some disincentive effects to finding a job 
associated with the severance payments that were provided for up to 30 months 
after leaving the job. Furthermore, while none of the education level variables 
significantly influence the probability of residing in the employment state, the 
parameter estimate for university education is positive and large. 

The dummy variables for the redeployment period (1985-1988) and post- 
redeployment period (1989-1992) correspond to our expectation. All estimates are 
negative for the probabilities of residing in the employment and nonparticipation 
states, and larger in magnitude during the latter period. This supports the 
assertion that observed higher rates of unemployment among later departees of the 
publ ic sector are due largely to censored transition paths. The influence of 
period, control 1 ing for thi s censoring probl em, wi 11 be examined for unempl oyment 
to employment transitions with a transition intensities model in the following 
portion of the analysis. 

Duration o f  Spells Without Work 

The previous discussion has shown that spells without work are an important 
component of most transitions. We now examine the incidence and duration of 
spell s without work. In Tab1 e 5 we di stingui sh between the pre-redepl oyment and 
redeployment program subperiods but do not present data on the post-redepl oyment 
period because of the severity of the censoring problem from incomplete 
transitions. These censoring problems a1 so apply to compari sons between the 
1979-1984 and 1985-1988 periods and caution should be used in interpreting the 
data. However, the subsequent model of transition intensities from unemployment 
to employment controls for censored observations and, therefore, includes the 
post-redeployment period data. 

Table 5 shows that during the 1979-1984 period, 22 percent of transitions 
did not include a spell without work, compared to 18 percent in the redeployment 
period. This difference is primarily due to the fact that redeployees leaving 
in the 1985-1988 period were more likely to experience a spell without work (84 
percent versus 68 percent in the pre-reform period). Furthermore, 64 percent of 
redeployees from the 1985-1988 period did not find a position within two years 
of leaving their public sector position, and nearly half had not reentered the 
1 abor force four years after being redeployed. In fact, nearly one-third had not 
reentered the labor market at the time of the survey, although, as discussed in 
the previous section, many of these individuals were no longer actively 
searching. 

Retirees also show a very low frequency of immediate transfer to other 
positions upon departure from the publ ic sector and usually a prolonged period 
before reemployment, if it occurs. However, uptake of retirees into employment 
is clearly higher in the 1985-1988 period. The fact that retirees from this 
period were more likely to continue active involvement in the labor market is 





1 i kely a reflect ion of the incentive for early retirement during the redeployment 
program. 

For individuals who left the public sector into unemployment, a number of 
personal characteristics similar to those discussed above influence the rate of 
transition back into employment. Perhaps the most important characteristic in 
determining the duration of unemployment among those who experience such a spell 
is the searcher's human capital assets. Individuals with higher levels of 
education can more quickly adapt to changing labor market conditions and 
therefore search more efficiently for employment. Correspondingly, employers 
prefer individual s with higher educational 1 evel s because they be1 ieve education 
is highly correlated with workers' ability. Hence, it is expected that 
unemployed individuals with higher education 1 evel s have a higher probabi 1 i ty of 
1 eavi ng unemployment within a given time period. Previous employment experience 
a1 so increases human capital if the experience is relevant in the private sector 
1 abor market. However, most publ i c sector experience has 1 i ttl e transferabi 1 i ty 
to the private sector and is therefore expected to have little impact on the 
probabi 1 i ty of finding other employment . Soci a1 networks are a1 so extremely 
important in the job search process. In Conakry, one's social network is heavily 
influenced by ethnicity. Two ethnic groups, the Fulani and Malinke, are 
commonly perceived to disproportionately control private sector commerce. 
Therefore, members of these ethnic groups are expected to have higher probabili- 
ties of finding employment in a given period relative to the rest of the 
popul at i on. 

As discussed, the responsibility of the household head to contribute to the 
primary source of income is also expected to increase the intensity of search and 
therefore increase the probability of finding other employment. By contrast, 
severance pay is expected to lengthen the duration of the search by allowing 
individuals to prolong their job search while still contributing to household 
consumption needs. Finally, one objective of the structural adjustment program 
was to increase the demand for labor in the private sector and thus make it 
easier for former public sector workers to move into private sector positions. 
It is expected that the probability of leaving unemployment within a given period 
of time is greater after 1984. 

A Cox proportional hazard model is used to empirically test the re1 ationship 
between these characteristics and the probabil i ty of exiting unemployment for the 
subsample of 107 individuals who underwent a spell of unemployment but either 
transited to another position, or continued to actively search for employment up 
until the survey. Table 6 presents the proportional hazard ratio estimates of 
the transition intensity model. The hazard ratios in the table imply the ratio 
of the probability of finding employment with an additional unit of the variable 
to the probability without the additional unit, during a given period of time. 
For example, individuals with a university level education are more than twice 
as 1 ikely to find employment in a given period as the rest of the population. 
However, individual s with primary and secondary education 1 evel s do not show 
significantly higher probabilities of finding employment. In addition, years of 
experience in the publ ic sector is estimated to have no significant impact on the 





p r o b a b i l  i t y  o f  f i n d i n g  employment w i t h i n  a  g i ven  t ime  per iod ,  suggest ing t h a t  
exper ience ga ined i n  publ  i c  s e c t o r  p o s i t i o n s  i s  o f  l i m i t e d  va lue  i n  f i n d i n g  
p r i v a t e  s e c t o r  employment. 

I n  terms o f  s o c i a l  networks,  t h e  da ta  suppor t  t h e  hypo thes is  t h a t  members 
o f  t h e  Ma1 i n k 6  e t h n i c  group a re  more 1  i k e l y  t o  f i n d  employment r e1  a t i v e  t o  o the r  
e t h n i c  groups. But t h e  p r o b a b i l  i t y  o f  f i n d i n g  employment among Ful  an i  i s  no t  
s t a t i s t i c a l l y  d i f f e r e n t  f rom t h a t  o f  o t h e r  groups. Household heads a re  a l so  
found t o  be s i g n i f i c a n t l y  more l i k e l y  t o  f i n d  employment w i t h i n  a  g iven  t ime  
p e r i o d .  The s i g n  on t h e  severance v a r i a b l e  i s  nega t i ve ,  keeping w i t h  expecta- 
t i o n s ,  a l though  t h e  parameter es t imate  i s  no t  s i g n i f i c a n t  a t  t h e  10 percent  
l e v e l .  F i n a l l y ,  t h e  p e r i o d  i n  which i n d i v i d u a l s  l e f t  t h e  publ  i c  sec to r  does no t  
appear t o  a f f e c t  t h e  p r o b a b i l i t y  o f  f i n d i n g  employment. Thus t h e  da ta  do no t  
suppor t  t h e  a s s e r t i o n  t h a t  t h e  r e fo rm  programs have eased t h e  expected d u r a t i o n  
o f  t r a n s i t i o n  f a c i n g  d e p a r t i n g  p u b l i c  sec to r  workers.  

Cu r ren t  Earn ings i n  t h e  Wage and Self-Employment Sec to rs  
f o r  P u b l i c  Sec to r  Departees 

Pub1 i c  sec to r  departees face  a1 t e r n a t i v e  employment o p p o r t u n i t i e s  i n  t h e  
wage and self-employment sec to r s .  The cho ice  o f  sec to r  depends l a r g e l y  on t h e  
p r o b a b i l i t y  o f  f i n d i n g  employment i n  t h a t  sec to r  and t h e  expected earn ings once 
employed. I n  t h e  f o l l o w i n g  a n a l y s i s  we f i r s t  compare t h e  p resen t  earn ings i n  t h e  
wage and self-employment sec to r s  f o r  former p u b l i c  sec to r  depar tees.  We then 
compare i n d i v i d u a l ' s  c u r r e n t  earn ings i n  t h e  two sec to r s  t o  t h e  earn ings,  
i n f l a t e d  t o  c u r r e n t  l e v e l s ,  f o r  t h e  same i n d i v i d u a l  i n  h i s  o r  her  l a s t  publ  i c  
sec to r  p o s i t i o n .  O v e r a l l ,  65 percent  o f  pub l  i c  sec to r  departees who found 
another  p o s i t i o n  r een te red  t h e  wage sec to r ,  w i t h  t h e  remain ing 35 percent  
under tak ing  self-employment (Tab le  7 ) .  Th i s  was n o t  expected s i nce  o n l y  49.5 
percen t  o f  persons i n  Conakry a re  engaged as wage workers,  and most employment 
c rea ted  d u r i n g  t h e  pas t  few years  has been i n  t h e  i n f o rma l  nonwage sec to r .  
Furthermore, c u r r e n t  mean month ly  earn ings  were l owe r  f o r  wage s e c t o r  employees 
(104,447 FG p e r  month) than  f o r  those sel f -employed (148,228 FG p e r  month). 
However, t h e  d i s t r i b u t i o n  o f  ea rn ings  i n  t h e  wage sec to r  i s  f a r  more compressed, 
l e a v i n g  t h e  median i n d i v i d u a l  i n  t h e  wage sec to r  w i t h  s i g n i f i c a n t l y  h i ghe r  
revenue than  t h e  median person i n  t h e  self-employment sec to r .  

I n  Table  8  c u r r e n t  earn ings  f o r  i n d i v i d u a l s  who l e f t  t h e  p u b l i c  sec to r  a f t e r  
1984 a re  compared w i t h  t h e  same i n d i v i d u a l s '  p u b l i c  sec to r  wages, i n f l a t e d  t o  
1992 p r i c e s ,  a t  t h e  t ime  o f  t h e i r  depar tu re .  We compare these earn ings f o r  bo th  
wage workers and t h e  sel f -employed. On average, r e a l  ea rn ings  o f  p u b l i c  sec to r  
depar tees who were ab le  t o  f i n d  o t h e r  employment were found t o  be more than t w i c e  
t h e i r  p rev i ous  l e v e l s  i n  t h e  p u b l i c  sec to r .  However, t h e r e  i s  a  g r e a t  deal  o f  
d i s p e r s i o n  i n  changes, p a r t i c u l a r l y  i n  t h e  self-employment sec to r ,  where 52 
percen t  o f  depar tees a c t u a l l y  had lower  r e a l  earn ings i n  1992 than a t  t h e  t ime  
o f  depar tu re .  







Whi 1  e  t h e  m a j o r i t y  o f  departees who f i n d  o t h e r  work i n  t h e  wage s e c t o r  have 
h i g h e r  earn ings  i n  1992 than  a t  t h e  t ime  o f  t h e i r  depar tu re  f rom t h e  p u b l i c  
sec to r ,  t h e  same i s  n o t  t r u e  o f  self-employees. I f  wage employment i s  t h e  
p r e f e r r e d  sec to r ,  as t h e  da ta  suggest, t h e  h i g h  v a r i a b i l i t y  o f  ea rn ings  i n  
self-employment p robab l y  c o n t r i b u t e s  t o  t h e  una t t r ac t i veness  o f  t h e  sec to r  
r e l a t i v e  t o  t h e  more compact d i s t r i b u t i o n  o f  t h e  wage sec to r .  Thus, t h e  observed 
l ong  d u r a t i o n  o f  unemployment may be due t o  queuing f o r  a  1  i m i t e d  number o f  
a v a i l a b l e  formal  sec to r  p o s i t i o n s .  

Estimation o f  Wage and Nonwage Earnings Functions 
with Endogenous Sector Choice 

Above we have proposed a  premia f o r  wage sec to r  employment as a  p o s s i b l e  
cause o f  t h e  observed l o n g  d u r a t i o n s  o f  unemployment i n  t h e  t r a n s i t i o n  paths o f  
redeployees. We now use da ta  f rom t h e  l a r g e r  sample o f  a l l  wage and nonwage 
s e c t o r  workers i n  Conakry t o  t e s t  f o r  t h e  ex is tence  o f  a  premia. 

A s w i t c h i n g  reg ress i on  system o f  equat ions i s  es t imated  t o  determine t h e  
wage s e c t o r  and nonwage s e c t o r  r e t u r n s  t o  i n d i v i d u a l  c h a r a c t e r i s t i c s .  The system 
c o n s i s t s  o f  wage and nonwage earn ings equa t ions  and an endogenous sec to r  
s e l e c t i o n  equat ion.  The wage and nonwage sec to r  earn ings  equat ions a re  
s p e c i f i e d ,  r e s p e c t i v e l y ,  as: 

where 7nWw, and 7nWSi are  t h e  l o g s  o f  r epo r t ed  h o u r l y  wage and self-employment 

earn ings,  Xi  i s  t h e  v e c t o r  o f  i n d i v i d u a l  c h a r a c t e r j s t i c s  be l i eved  t o  be r e l a t e d  

t o  earn ings,  and ewi and eSi are  t h e  normal e r r o r  d i s t r i b u t i o n  terms. 

I f  (1 )  and (2 )  a re  es t imated  separa te ly ,  t h e  parameter es t imates  can be 
i n t e r p r e t e d  as r e t u r n s  t o  an i n d i v i d u a l ' s  earn ings  c h a r a c t e r i s t i c s  c o n d i t i o n a l  
upon t h e  i n d i v i d u a l  ' s  employment i n  t h e  observed sec to r .  However, t h e  
i n d i v i d u a l ' s  cho i ce  o f  sec to r  i s  endogenously determined by a v a i l a b l e  wage o f f e r s  
and t h e  cos t s  o f  search ing employment i n  t h e  two sec to rs .  I f  nonwage sec to r  
employment i s  n o t  r a t i o n e d ,  t h e  p r imary  c o s t  o f  search ing f o r  wage sec to r  
empl oyment may be foregone earn ings.  Wage sec to r  empl oyment w i  11 then  be 
accepted o n l y  i f  t h e  premia exceeds t h e  c o s t  o f  search: 



where Zi i s  t h e  v e c t o r  o f  employee c h a r a c t e r i s t i c s  t h a t  determine t h e  p r o b a b i l  i t y  

o f  f i n d i n g  wage sec to r  employment, and ui i s  a  norma l l y  d i s t r i b u t e d  e r r o r  term. 

The s e c t o r  s e l e c t i o n  r u l e  i s  then:  

I = 1 (wage sec to r )  i f  I * 2 0 ; 

I = 0 (self-employment) i f  I * < 0; 

where zin i s  a  v e c t o r  combining wage determinants  and search cos t s  and Vci i s  a  
norma l l y  d i s t r i b u t e d  e r r o r  term w i t h  mean zero and covar iance o f  m a t r i x :  

The system o f  equa t ions  (11, (Z), and (4) i s  es t imated  by t h e  f u l l  i n f o rma t i on  
maximum-1 i k e l  i hood method. 

The r e l a t i o n s h i p  between i n d i v i d u a l  c h a r a c t e r i s t i c s  and earn ings a re  
hypothes ized t o  va r y  between t h e  two sec to rs .  I n  t h e  wage s e c t o r  h o u r l y  earn ings 
a re  expected t o  be r e l a t e d  t o  formal  measures o f  t h e  human c a p i t a l ,  which serve 
as s i g n a l s  t o  t h e  employer about t h e  employees' a b i l  i t y .  Therefore,  t h e  r e t u r n s  
t o  schoo l i ng  l e v e l s  a re  expected t o  be p o s i t i v e  and l a r g e r  a t  h i ghe r  degree 
l e v e l s .  The r e t u r n s  t o  age, a  p roxy  f o r  exper ience, a re  a l s o  expected t o  be 
p o s i t i v e ,  b u t  decreas ing,  and t h e  r e t u r n s  t o  d u r a t i o n  o f  employment i n  t he  
c u r r e n t  j o b  a re  expected t o  be p o s i t i v e .  Furthermore, i f  wage sec to r  l a b o r  
markets  a re  r a t i o n e d ,  v a r i a b l e s  such as gender and e t h n i c i t y ,  which a re  impor tan t  
i n  t h e  s t r a t i f i c a t i o n  o f  l a b o r  markets i n  Conakry, w i l l  n o t  i n f l u e n c e  wage 
de te rmina t ion ,  b u t  r a t h e r  i n f l  uence t h e  p robab i l  i t y  o f  f i n d i n g  wage sec to r  
employment and t hus  t h e  s e c t o r  s e l e c t i v i t y  equat ion.  

I n  t h e  nonwage sec to r ,  earn ings a re  expected t o  be s t r o n g l y  r e l a t e d  t o  
d i r e c t  measures o f  t h e  p r o d u c t i v i t y  o f  t h e  worker. Therefore,  f u n c t i o n a l  
measures o f  human c a p i t a l ,  such as l i t e r a c y ,  a re  expected t o  be p o s i t i v e l y  

Es t ima t i on  o f  t h e  wage equat ions by o r d i n a r y  l e a s t  square (OLS) methods i s  
e q u i v a l e n t  t o  imposing t h e  r e s t r i c t i o n  cov(w,v) = cov (s ,v )  = 0. 



r e l a t e d  t o  nonwage earn ings.  The d u r a t i o n  o f  t h e  c u r r e n t  e n t e r p r i s e  i s  a l s o  
expected t o  y i e l d  p o s i t i v e  r e t u r n s  t o  nonwage earn ings  s i nce  i n d i v i d u a l s  
accumulate human c a p i t a l  through l e a r n i n g  by do ing.  S i m i l a r l y ,  age i s  expected 
t o  have a  p o s i t i v e  b u t  decreas ing r e t u r n  as a  p roxy  f o r  genera l  exper ience. 
Returns t o  p h y s i c a l  assets,  p a r t i c u l a r l y  c a p i t a l ,  a re  a l s o  be l i eved  t o  be an 
impor tan t  component o f  nonwage earn ings and expected t o  show a  p o s i t i v e  r e t u r n .  

Nonwage s e c t o r  earn ings  w i l l  a l s o  be a f f e c t e d  by gender and e t h n i c i t y  
through t h e i r  i n f l u e n c e  on t h e  o p p o r t u n i t y  s e t  o f  e n t e r p r i s e  o r  occupat ion t ypes  
ava i  1  a b l e  t o  nonwage workers.  S p e c i f i c a l l y ,  c a p i t a l  and 1  abor t i m e  c o n s t r a i n t s  
tend t o  r e s t r i c t  females t o  t h e  ope ra t i on  o f  ve ry  smal l  r e t a i l  en te rp r i ses ,  which 
have l owe r  earn ings  than  o t h e r  t ypes  o f  en te rp r i ses .  On t h e  o t h e r  hand, t h r e e  
e t h n i c  groups n o t  ind igenous t o  Conakry - t h e  Ful  an i  , Ma1 inke ,  and Fores te rs  - 
are  genera l  1  y  perce ived  t o  be predominant ly  i nvo l ved  i n  1  arge-scal  e  who1 esa l  i ng 
and t o  have ex tens i ve  commercial l i n kages  w i t h  accompanying access t o  c a p i t a l .  
Therefore,  t h e  nonwage earn ings t o  these t h r e e  e t h n i c  groups., a f t e r  c o n t r o l l i n g  
f o r  o t h e r  f a c t o r s ,  a re  expected t o  be g r e a t e r  than those o f  t h e  predominant 
e t h n i c  group i n  Conakry, t h e  Suso. 

S ince one o f  t h e  b e n e f i t s  o f  wage sec to r  employment i s  a  more s t a b l e  
expected stream o f  earn ings  over  t ime, seasona l i t y  parameters a re  expected t o  
show g r e a t e r  f l u c t u a t i o n s  i n  nonwage earn ings  f u n c t i o n s  than  i n  t h e  wage earn ings  
f u n c t i o n s .  F i n a l l y ,  a  redeployee dummy i s  added t o  see i f  redeployees'  ea rn ings  
t end  t o  be h i g h e r  o r  l owe r  than  t h e  genera l  popu la t i on ,  g i v e n  t h e  same r e t u r n s  
on o t h e r  earn ings  c h a r a c t e r i s t i c s .  

I n  terms o f  sec to r  s e l e c t i o n ,  t h e  cos t  o r  p r o b a b i l i t y  o f  o b t a i n i n g  wage 
s e c t o r  employment i s  hypothes ized t o  be r e l a t e d  t o  formal  measures o f  human 
c a p i t a l ,  as w e l l  as p r o x i e s  f o r  access t o  j o b  i n f o r m a t i o n  networks and household 
v a r i a b l e s ,  which determine t h e  f l e x i  b i l  i t y  o f  l a b o r  t ime .  Thus, o l d e r  
i n d i v i d u a l s  and those w i t h  h i ghe r  educat iona l  degrees a re  expected t o  be more 
l i k e l y  t o  work i n  t h e  wage sec to r .  Furthermore, t h e  educa t iona l  l e v e l s  o f  o t h e r  
household members a re  be l i eved  t o  be impor tan t  i n  sec to r  s e l e c t i o n  because they  
expand t h e  network o f  employer con tac t s  and thus  inc rease  t h e  p r o b a b i l i t y  o f  
f i n d i n g  employment i n  t h e  wage sec to r .  Res id ing  i n  t h e  c i t y  cen te r  i s  a l s o  
expected t o  inc rease  t h e  network o f  employer con tac t s  and be p o s i t i v e l y  r e l a t e d  
t o  wage s e c t o r  employment. Dummy v a r i a b l e s  f o r  e t h n i c  groups n o t  ind igenous t o  
Conakry a re  a l s o  i nc l uded  i n  t h e  s e l e c t i v i t y  equat ion.  However, i t  i s  d i f f i c u l t  
t o  i d e n t i f y  t h e  expected s i g n  o f  t h e  parameter es t imates  f o r  these groups. As 
discussed, inc reased  access t o  c a p i t a l  may make these groups more 1  i k e l y  t o  
under take nonwage employment. On t h e  o t h e r  hand, t hey  may a l s o  have a  g r e a t e r  
access t o  wage empl oyer  con tac ts ,  which would inc rease  t h e  probabi  1  i t y  o f  f i n d i n g  
wage s e c t o r  employment. Furthermore, s i nce  wage s e c t o r  employers and employees 
a re  p redominan t l y  male, female workers a re  expected t o  have l e s s  access t o  
i n f o r m a t i o n  on wage empl oyment o p p o r t u n i t i e s  and a  1  ower probabi  1  i t y  o f  work ing 
i n  t h e  wage sec to r .  

Gender, m a r i t a l  s t a tus ,  and number o f  c h i l d r e n  a re  a l s o  expected t o  a f f e c t  
t h e  p r o b a b i l i t y  o f  e n t e r i n g  t h e  wage s e c t o r  th rough  t h e i r  impact on t h e  



individual's flexibility in the allocation of labor time. Since females 
traditionally have a greater responsibil ity to household duties, their 1 abor time 
would be expected to be less flexible and therefore they would be less likely to 
take wage sector employment. Allocation of labor time is also expected to be 
less flexible for individuals in households with small children and for married 
individuals. 

The results of the switching regression models are reported in Table 9, and 
the results of the 1 i kel i hood ratio tests for structural differences in earnings 
equations estimates between sectors are shown in Table 10. Overall, the data 
support the hypothesis that the returns to an individual's earnings characteris- 
tics in the wage and nonwage sector differ significantly. However, the 
likelihood ratio tests indicate that the overall structure of returns to 
education is not significantly different between sectors. In the wage sector, 
returns to secondary and university schooling are positive and greater at the 
higher 1 eve1 s. Further, the estimated returns to 1 i teracy are significantly 
greater than zero. By contrast, the nonwage sector estimated returns to primary 
and secondary school ing are lower than wage sector returns and not significantly 
different from zero, while the estimated returns to university education in the 
nonwage sector are comparable to those in the wage sector but show a large 
variance, suggesting that the impact of university education is unevenly 
distributed. Most interestingly, the returns to 1 i teracy are 1 arger, suggesting 
actual abil ities may play a greater role in earnings determination in the nonwage 
sector. 

The overall structure of returns to experience differs significantly between 
sectors. While the estimated returns to age are positive but decreasing in both 
sectors, estimated initial returns to age are smaller in the wage sector than in 
the nonwage sector but decrease less rapidly with age. As a result, estimated 
returns to age peak at 48 years of age in the wage sector as opposed to 44 years 
of age in th'e nonwage sector. The estimated returns to duration of work at the 
individual's last job or enterprise are also significant in both sectors and 
larger in the nonwage sector, while the estimated returns to capital are also 
positive in the nonwage sector. 

The influence of ethnicity and gender on earnings also differs significantly 
between sectors. As expected, ethnicity has little impact on estimated earnings 
in the wage sector. However, in the nonwage sector there is an estimated 
positive relationship between earnings and the Malinke and Foresters ethnic 
groups versus the baseline ethnic group, Suso. Correspondingly, females have 
significantly lower earnings in the nonwage sector but show no difference in the 
wage sector. Thus, gender and ethnicity appear to be important determinants of 
earnings in the nonwage sector, but not the wage sector. In addition, the data 
support the assertion that the nonwage sector is more susceptible to seasonal 
variations in income since seasonal variations in earnings are significantly 
larger in the nonwage sector. 

The parameter estimates for the redeployee dummy variables included in both 
earnings equations are positive, supporting our previous findings that 
redeployees who have found other employment in either the wage or nonwage sector 







o b t a i n  earn ings  g r e a t e r  than those rece i ved  by i n d i v i d u a l  s  w i t h  s i m i l a r  
c h a r a c t e r i s t i c s  i n  t h e  genera l  popu la t i on .  F i n a l l y ,  t h e  c o r r e l a t i o n  o f  t h e  e r r o r  
s t r u c t u r e s  o f  t h e  earn ings  equat ions and t h e  sec to r  s e l e c t i o n  equat ion,  p(wv)  and 
p ( s v ) ,  a re  bo th  no t  s i g n i f i c a n t ,  suggest ing t h a t  t h e  e s t i m a t i o n  o f  s i n g l e  
earn ings  equa t ions  would no t  have s i g n i f i c a n t l y  b iased t h e  earn ings  equat ions 
parameter es t imates .  

The es t imated  r e s u l t s  o f  t h e  sec to r  s e l e c t i o n  equat ion,  ( 4 ) ,  a re  g i ven  i n  
Table  11. The r e s u l t s  f o r  a  s t r u c t u r a l  s e l e c t i o n  equat ion,  which i nc l udes  t h e  
d i f f e r e n c e  between t h e  p r e d i c t e d  l o g  o f  expected wage and t h e  p r e d i c t e d  l o g  o f  
expected nonwage earn ings  f rom earn ings  equat ions (1)  and ( 2 )  as ins t rumenta l  
v a r i a b l e s ,  a re  a l s o  presented i n  Table  11. 

The parameter es t imates  o f  t h e  two equat ions a re  s i m i l a r ,  as i s  expected, 
s i nce  l i t t l e  c o r r e l a t i o n  was found between t h e  e r r o r  s t r u c t u r e  o f  t h e  earn ings 
and sec to r  se l  e c t  i on equat ions.  Age and formal educat ion a re  p o s i t i v e l y  r e1  ated 
t o  t h e  p r o b a b i l i t y  o f  r e s i d i n g  i n  t h e  wage sec to r .  The educa t iona l  l e v e l s  o f  
o t h e r  household members a l s o  appear t o  be impor tan t  i n  sec to r  s e l e c t i o n ,  w i t h  
u n i v e r s i t y  educa t ion  f o r  o the r  male members and secondary educa t ion  among o t h e r  
female members hav ing a  p o s i t i v e  impact, and p r imary  educa t ion  among o t h e r  male 
household members hav ing  a  nega t i ve  impact on t h e  p r o b a b i l  i t y  o f  r e s i d i n g  i n  t h e  
wage sec to r .  I n  a d d i t i o n ,  f o r  t h e  s t r u c t u r a l  sec to r  s e l e c t i o n  equat ion,  t h e  
d i f f e r e n c e  between t h e  l o g  o f  p r e d i c t e d  wage and nonwage sec to r  earn ings  i s  
p o s i t i v e l y  r e l a t e d  t o  t h e  p r o b a b i l i t y  o f  be ing  i n  t h e  wage sec to r ,  suggest ing 
t h a t  perce ived  s e c t o r i a l  r e t u r n s  do p l a y  an impor tan t  r o l e  i n  sec to r  s e l e c t i o n .  

Perhaps most s t r i k i n g l y ,  be ing  female has a  ve ry  s t r ong  nega t i ve  impact on 
t h e  p robab i  1  i t y  o f  p a r t i c i p a t i n g  i n  wage sec to r  employment , even a f t e r  
c o n t r o l l i n g  f o r  expected earn ings  d i f f e r e n c e s  and t h e  nega t i ve  impact o f  t h e  
presence o f  young c h i l d r e n  i n  households. One e t h n i c  group, t h e  Fu lan i  , i s  a l so  
n e g a t i v e l y  r e l a t e d  t o  wage sec to r  employment; however, res idence  i n  t h e  c e n t r a l  
c i t y  area and marr iage do no t  show s i g n i f i c a n t  r e l a t i o n s h i p s  w i t h  t h e  p r o b a b i l i t y  
o f  work ing i n  t h e  wage sec to r .  

I n  Table  12, p r e d i c t e d  wage and nonwage earn ings  a re  c a l c u l a t e d  f o r  a l l  
i n d i v i d u a l s  and f o r  t h e  subset o f  redeployees us i ng  t h e  earn ings  equat ions and 
t h e  average c h a r a c t e r i s t i c s  o f  each group. Based on average c h a r a c t e r i s t i c s  o f  
t h e  popu la t i on ,  p r e d i c t e d  earn ings  f rom wage sec to r  employment a re  290 FG pe r  
hour  versus 505 FG i n  t h e  nonwage sec to r .  Furthermore, f o r  t h e  m a j o r i t y  o f  
i n d i v i d u a l s ,  t h e r e  i s  a  nega t i ve  premia t o  wage sec to r  employment, suggest ing 
t h a t  i n d i v i d u a l s  may a l s o  r e c e i v e  s i g n i f i c a n t  unobserved p a y o f f s  f rom wage 
employment. One p o s s i b l e  unobserved p a y o f f  i s  u t i  1  i t y  f rom t h e  1  ower v a r i  ab i  1  i t y  
i n  wage earn ings .  Furthermore, s ince  nonwage workers must i n v e s t  t h e i r  own 
phys i ca l  assets ,  they  should be expected t o  r e c e i v e  an a d d i t i o n a l  r e t u r n  f rom 
these investments .  

P red i c t ed  wage and nonwage earn ings a re  a l s o  generated f rom t h e  average 
c h a r a c t e r i  s t  i cs o f  redep l  oyees. For redepl  oyees, t h e  average p r e d i c t e d  h o u r l y  
wage i s  349 FG and average nonwage h o u r l y  earn ings  i s  1,187 FG. The l a r g e r  
average nega t i ve  premia f o r  wage s e c t o r  employment i s  p r i m a r i l y  mo t i va ted  by two 







f a c t o r s :  (1) t h e  h i g h  es t imated  redeployee s p e c i f i c  r e t u r n s  i n  t h e  nonwage 
earn ings  equat ions,  and (2 )  t h e  l a r g e  r e t u r n s  t o  self-employment c a p i t a l  , which 
nonwage s e c t o r  redeployees possess i n  abundance compared t o  t h e  general  
popu la t i on .  L i  ke t h e  genera l  popul a t  ion,  these r e s u l t s  suggest redep l  oyees w i l l  
o n l y  queue f o r  wage s e c t o r  employment i f  t h e r e  a re  s i g n i f i c a n t  b e n e f i t s  on t o p  
o f  expected earn ings,  such as a  steady income stream, o r  i f  t h e r e  a re  c o n s t r a i n t s  
(such as c a p i t a l )  t o  nonwage sec to r  employment, which p reven t  a  number o f  
i n d i v i d u a l s  f rom pu rsu ing  nonwage s e c t o r  o p p o r t u n i t i e s  w i t h  t h e  above est imated 
r e t u r n s .  

I n  conc lus ion ,  t h e  model suggests t h a t  t h e  wage and nonwage sec to r s  have two 
d i s t i n c t  s e t s  o f  ea rn ings  determinants .  I n  t h e  wage sec to r ,  formal  measures o f  
human c a p i t a l  t h a t  a re  observable  t o  t h e  employer, such as educa t iona l  degrees, 
age, and d u r a t i o n  o f  l a s t  p o s i t i o n ,  a re  o f  p r imary  importance i n  earn ings 
de te rm ina t i on .  By c o n t r a s t ,  i n  t h e  nonwage sec to r ,  d i r e c t  human c a p i t a l  
measures, such as 1  i teracy ,  a re  more impor tan t  as a re  gender and e t h n i c i  t y ,  which 
may r e f l e c t  d i f f e r e n c e s  i n  t h e  access t o  c a p i t a l  and f l e x i b i l i t y  o f  l a b o r  t ime.  
Furthermore, t h e  model suggests t h a t  be ing  a  redeployee has a  p o s i t i v e  impact on 
bo th  wage and nonwage earn ings .  

Whi le  t h e  r e s u l t s  do suggest a  p o s i t i v e  r e l a t i o n s h i p  between an i n d i v i d u a l ' s  
p r e d i c t e d  premi a  f o r  wage s e c t o r  employment and t h e  probabi  1  i t y  o f  be ing  employed 
i n  t h e  wage sec to r ,  t h e  p r e d i c t e d  premia f o r  t h e  vas t  m a j o r i t y  o f  i n d i v i d u a l s ,  
p a r t i c u l a r l y  redep l  oyees, i s  nega t i ve .  The r e s u l t  suggests t h a t  expected 
earn ings  a lone  would n o t  m o t i v a t e  redeployees t o  remain unemployed whi 1  e  w a i t i n g  
f o r  r a t i o n e d  wage s e c t o r  p o s i t i o n s .  However, severa l  f a c t o r s  may make t h e  wage 
sec to r  a  p r e f e r r e d  sec to r ,  even though expected earn ings a re  lower .  P a r t i c u l a r l y  
impo r tan t  f a c t o r s  may be t h e  lower  r i s k  and assoc ia ted  lower  v a r i a b i l i t y  i n  
earn ings  assoc ia ted  w i t h  wage s e c t o r  employment. Also,  as t h e  r e s u l t s  i n d i c a t e ,  
c a p i t a l  c o n s t r a i n t s  may s e r i o u s l y  l i m i t  t h e  earn ings  o p p o r t u n i t i e s  a v a i l a b l e  i n  
t h e  nonwage s e c t o r  f o r  some groups. 

A COMPARISON BETWEEN INDIVIDUALS LEAVING PUBLIC SECTOR POSITIONS 
AND THE GENERAL POPULATION OF PUBLIC SECTOR EMPLOYEES 

Next we compare t h e  c h a r a c t e r i s t i c s  o f  i n d i v i d u a l s  who l e f t  p u b l i c  sec to r  
p o s i t i o n s  between 1985 and 1990, w i t h  t h e  sample o f  a l l  i n d i v i d u a l s  employed as 
p u b l i c  s e c t o r  workers a t  t h e  t ime  o f  t h e  1990 CFNPP survey. Among p u b l i c  sec to r  
workers we d i s t i n g u i s h  between those who en te red  t h e i r  p o s i t i o n  be fo re  1985 and 
those who en te red  d u r i n g  o r  a f t e r  1985. 

.Personal C h a r a c t e r i s t i c s  o f  Depar t ing  P u b l i c  Sector  Employees 
and t h e  General P u b l i c  Sec to r  

Desp i t e  t h e  government's commitment t o  reduc ing  t h e  s i z e  o f  t h e  p u b l i c  
sec to r ,  22.1 percen t  o f  p u b l i c  sec to r  employees i n  t h e  1990 household survey were 
h i r e d  a f t e r  1985. A  comparison o f  t h e  s i z e  o f  t h i s  coho r t  w i t h  those l e a v i n g  t h e  
p u b l i c  s e c t o r  a f t e r  1985 i s  d i f f i c u l t  because, as discussed, a  p o r t i o n  o f  



individuals who exited public sector positions have died or migrated from Conakry 
and are not represented in the households sampl e. However, assuming two-thirds 
of those exiting the public sector after 1985 did not migrate from Conakry or 
die, the survey results suggest that over half of the public sector exodus 
between 1985 and 1992 was offset by new hiring. 

Columns one and two of Table 13 display the average ages, percentage of 
females, and position in the household for 1990 public sector employees who 
entered the publ ic sector before and after 1985. The 1 atter columns then present 
the same information for individuals leaving the public sector between 1985 and 
1990, distinguishing the reasons for transition. Among public sector workers 
employed at the time of the 1990 survey, those that entered since 1985 were more 
likely to be female, and less 1 i kely to be the household head. The same holds 
true when comparing these more recent publ ic sector employees to all the 
individuals that transited from the public sector between 1985 and 1990. 
However, when one disaggregates transitions by reason, a disproportionate number 
(31 percent) of the redeployees were female. Whi 1 e gender bias may be a factor, 
this difference is at least partially due to the predominant representation of 
women in the lower age groups that were more heavily affected by redeployment. 
Furthermore, the share of female redeployees closely corresponds to the share of 
women among new entrants during the same time period, suggesting that proportion- 
al representation of women in the publ ic sector did not change dramatically over 
the period. 

The composition of the public sector also appears to have changed in terms 
of experience and education. Table 14 shows, as expected, that those entering 
the public sector after 1985 had, by 1990, less experience than those leaving 
publ ic sector positions. Retirees had accumulated the most experience - 26.0 
years in their 1 ast position and 28.5 years overall . Redepl oyees had a1 so 
accumulated a significant, a1 bei t small er, amount of experience before 
termination of their employment - an average of 12.3 years experience in their 
last public sector position and 14.9 years accumulated public sector service. 

More importantly, the average level of education in the civil service was 
increased through redeployment and retirement of individuals with lower levels 
of education and hiring of individuals with higher levels. Among those who left 
the civil service, only 38 percent of redeployees and 7 percent of retirees had 
completed a secondary level of education. Contrast this with the 51.8 percent 
who completed secondary school among those civil service workers who entered 
before 1985 and were not redeployed, and the 57.8 percent of the new entrants 
since the beginning of the redeployment program who completed secondary school. 
These findings suggest that while the hiring of new employees did significantly 
reduce the gains of retrenchment programs in terms of reducing the size of the 
publ i c sector, the turnover signi f i cantly increased overall publ ic sector 
educational 1 eve1 s. The improved educational attainment of the average publ ic 
sector worker, coupled with the large pay increases discussed above, have laid 
important preconditions for increasing the potential productivity of the sector. 







The Impact o f  T r a n s i t i o n s  on Household Wel fare 

I d e a l l y ,  we would compare pe r  c a p i t a  expendi tures o f  households a t  t h e  t ime  
o f  t h e  survey w i t h  t h e i r  pe r  c a p i t a  expend i tu res  a t  t h e  t i m e  o f  depar tu re  f rom 
t h e  c i v i l  s e r v i c e  t o  determine how household we1 f a r e  changed. Th is ,  however, i s  
n o t  p o s s i b l e  owing t o  t h e  l a c k  o f  da ta  on household w e l f a r e  a t  t h e  t ime  o f  
redeployment.  Yet, we can address t h e  impor tan t  ques t i on  o f  how t h e  w e l f a r e  o f  
households w i t h  redep l  oyees compares w i t h  t h e  genera l  popu la t i on ' s .  

To begin ,  we compare i n d i v i d u a l s  t r a n s i t i n g  t h e  p u b l i c  sec to r  w i t h  t h e  
household per  c a p i t a  consumption q u i n t i l e s  f o r  t h e  general  p ~ p u l a t i o n . ~  The 
f i r s t  row o f  Table  15 shows t h a t  i n  1990, 49.3 percen t  o f  t h e  i n d i v i d u a l s  working 
i n  t h e  p u b l i c  sec to r  were f rom households t h a t  f e l l  i n  t h e  upper two per  c a p i t a  
consumption q u i n t i l e s ,  w h i l e  o n l y  23.5 percen t  o f  i n d i v i d u a l  s  r es i ded  i n  
households i n  t h e  l owe r  30 percen t  o f  t h e  pe r  c a p i t a  consumption d i s t r i b u t i o n .  
I n  c o n t r a s t ,  37.1 percen t  o f  t h e  i n d i v i d u a l s  who t r a n s i t e d  p u b l i c  sec to r  
p o s i t i o n s  between 1979 and 1990 were i n  t h e  lower  30 percen t  o f  t h e  p e r  c a p i t a  
consumption d i s t r i b u t i o n .  I n d i v i d u a l s  l e a v i n g  t h e  pub1 i c  sec to r  due t o  
redeployment and r e t i r e m e n t  were p a r t i c u l a r l y  vu lnerab le ,  w i t h  35.1 percen t  and 
43.9 percen t ,  r e s p e c t i v e l y ,  f a l l i n g  i n t o  t h e  lower  30 percen t  o f  t h e  d i s t r i b u -  
t i o n .  

However, t h e  subsequent t r a n s i t i o n  pa th  o f  i n d i v i d u a l s  appears t o  be f a r  
more impor tan t  than reason f o r  l e a v i n g  i n  de te rmin ing  t h e  p r o b a b i l i t y  o f  t h e  
household f a l l i n g  i n t o  t h e  lower  30 percen t  o f  t h e  per  c a p i t a  household 
consumption d i s t r i b u t i o n .  Among redeployees who s u c c e s s f u l l y  t r a n s i t e d  i n t o  t h e  
p r i v a t e  s e c t o r  be fo re  t h e  1990 survey, 31.4 percen t  r e s i d e d  i n  households i n  t h e  
1  ower 30 percen t  compared t o  38.3 percen t  f o r  redeployees who were n o t  work ing 
i n  1990. S i m i l a r l y ,  among r e t i r e e s  who found o t h e r  p o s i t i o n s  i n  t h e  p r i v a t e  
sec to r ,  34.6 percen t  were f rom households i n  t h e  lower  30 percen t  versus 50.0 
percen t  o f  r e t i r e e s  who remained w i t h o u t  work. 

Caut ion i s  r e q u i r e d  i n  i n t e r p r e t i n g  t h e  above numbers. They do no t  mean 
t h a t  t h e  households o f  p u b l i c  sec to r  workers who were l a i d  o f f  and remained 
unemployed i n  1990 were worse o f f  than they  were when they  were work ing f o r  t he  
s t a t e .  It i s  f e a s i b l e  t h a t  l o s s  o f  employment income among former s t a t e  
empl oyees caused 1  ower household consumption; however, i t  i s  a1 so f e a s i  b l  e, g i ven  
t h e  l owe r  educa t iona l  l e v e l s  we have observed among these  workers, t h a t  p u b l i c  
s e c t o r  j o b  l o s e r s  were poor  when t hey  were s t i l l  work ing f o r  government. 

A reduced fo rm household w e l f a r e  model i s  s p e c i f i e d  f o r  t h e  general  
p o p u l a t i o n  t o  t e s t  whether t h e  w e l f a r e  o f  former p u b l i c  sec to r  workers households 
i s  lower  than t h a t  o f  t h e  genera l  popu la t i on ,  a f t e r  c o n t r o l 1  i n g  f o r  human c a p i t a l  
and o t h e r  soc i  a1 v a r i a b l e s  impor tan t  i n  t h e  de te rm ina t i on  o f  household we1 f a re .  
The exogenous de te rminan ts  o f  w e l f a r e  i n  t h e  model a re  age and educat ion o f  t h e  
household head, t h e  educa t iona l  p r o f i l e  o f  o t he r  members between 15 and 65 years  

6 The d i s t r i b u t i o n  o f  household per  c a p i t a  consumption by q u i n t i l e  f o r  t h e  
genera l  p o p u l a t i o n  i s ,  by  d e f i n i t i o n ,  20 percen t  f o r  each q u i n t i l e  group. 





o f  age, t h e  demographic makeup o f  t h e  household, assets,  and e t h n i c  and seasonal 
dummy v a r i a b l e s .  Our major  concern, however, i s  t o  t e s t  t h e  hypothes is  t h a t  
redeployment i s  n o t  a  s i g n i f i c a n t  determinant  o f  household we1 f a r e .  Therefore,  
t h e  household w e l f a r e  model i s  s p e c i f i e d  t o  i n c l u d e  a  s i n g l e  v a r i a b l e  o f  t o t a l  
number o f  p u b l i c  s e c t o r  depar tees i n  t h e  household. 

I n  t h e  model, p e r  c a p i t a  household expend i tu res  a re  shown t o  inc rease  w i t h  
t h e  school i n g  o f  t h e  household head, as we1 1  as w i t h  t h e  educa t iona l  achievements 
o f  nonhead female members (Table  16).  The parameter es t imates  f o r  t h e  
c o n t r i b u t i o n s  o f  nonhead ma1 e  members' educat iona l  l e v e l s  t o  household pe r  c a p i t a  
expend i tu res  were a1 so p o s i t i v e  bu t  smal l  e r  than  t h e  cor responding es t imates  f o r  
females and n o t  s t a t i s t i c a l l y  s i g n i f i c a n t  i n  t h e  case o f  p r imary  educat ion.  
Furthermore, t h e  c o n t r i b u t i o n s  o f  t h e  number o f  i n d i v i d u a l s  i n  a l l  age-sex 
ca tego r i es  a re  nega t i ve ,  as expected, r e f 1  e c t i n g  t h e  i n c r e a s i n g  demands o f  
a d d i t i o n a l  household members on ava i  1  ab le  resources.  Nonetheless, t h e  educat ion 
o f  t h e  household head and o t h e r  members, no t  t h e  age-sex composi t ion o f  t h e  
household, i s  t h e  p r imary  determinant  o f  household we l f a re .  Business and 
f i n a n c i a l  asse ts  a re  a1 so p o s i t i v e l y  c o r r e l a t e d  w i t h  household expendi tures,  as 
a re  t h e  t h r e e  e t h n i c  groups n o t  ind igenous t o  t h e  Conakry area - Ful  a, Ma1 inke,  
and F o r e s t i e r e .  Most i m p o r t a n t l y  f o r  ou r  ana lys is ,  t h e  parameter es t imate  o f  t h e  
r e l a t i o n s h i p  between t h e  number o f  p u b l i c  sec to r  departees i n  t h e  household and 
pe r  c a p i t a  household expend i tu res  i s  c l ose  t o  zero and n o t  s t a t i s t i c a l l y  
s i g n i f i c a n t .  

These r e s u l t s  i n d i c a t e  t h a t  a f t e r  c o n t r o l l i n g  f o r  human and phys i ca l  
c a p i t a l ,  as w e l l  as o t h e r  determinants  o f  household we l fa re ,  o v e r a l l  p e r  c a p i t a  
expend i tu re  o f  households w i t h  p u b l i c  sec to r  departees a re  n o t  d i f f e r e n t  f rom 
those o f  t h e  genera l  popu la t i on .  Thus, t h e  redeployment program has n o t  c rea ted  
a  new c l a s s  o f  poor;  r a t h e r  i t  has re leased  i n t o  t h e  l a b o r  market some 
i n d i v i d u a l s  who, by t h e  n a t u r e  o f  t h e  low human and phys i ca l  c a p i t a l  assets  i n  
t h e i r  households, t end  t o  spend l e s s  p e r  c a p i t a .  





5. COMPENSATION PROGRAMS FOR DEPARTING PUBLIC SECTOR WORKERS 

This section examines the effectiveness of government compensation programs 
in assisting workers leaving the public sector. We first present statistics on 
the targeting of assistance and then briefly analyze the utilization of 
compensation. 

TARGETING OF COMPENSATION TO DEPARTING PUBLIC SECTOR WORKERS 

There are two primary forms of compensation for workers leaving the public 
sector: pensions and severance pay. Pension schemes have been in place since 
before the Second Republic and all public sector workers over 55 years of age or 
with over 30 years of public service are eligible. As discussed in Section 2, 
severance pay programs were instituted after 1985 as part of the redeployment 
program and sought to induce the voluntary departure of public sector workers 
through payments of between 500,000 and 1,000,000 FG over 30-month periods. 
These payments were justified to minimize publ ic sector opposition to reductions 
and ensure the welfare of departing public sector workers. 

Those leaving the publ ic sector through the voluntary departure program were 
also, in principle, eligible for loans from BARAF. However, only 3.2 percent of 
voluntary departees actually secured loans under the program. BARAF also 
provided technical assistance in starting private enterprises to a number of 
those securing loans, but provided no training or assistance to the 96.8 percent 
of voluntary departees who did not secure loans or to the larger population of 
redepl oyees . 

The effectiveness of targeting is clearly shown in Table 17 where compen- 
sation from the last publ ic sector position i s  examined by reason for leaving the 
position. Retirees appear to be effectively targeted by pension plans: 87.8 
percent received pensions, and relatively few (8.1 percent) received severance 
benefits. Interestingly, coverage is slightly higher among retirees who moved 
into the private sector than those who remained without work. By contrast, 
redeployees compensation comes primarily from severance pay, 63 percent, with 
only 6 percent receiving pensions and 34 percent receiving no compensation. The 
proporti on of redepl oyees receiving compensation was sl ightly higher among those 
who did not find another job than those who found other work. However, as the 
results of the previous section show, the re1 ationship between severance pay and 
the duration of unemployment is not statistically significant. Finally, 86 
percent of all workers leaving a public sector position for another job usually 
received no benefits. But, 14 percent who left because they found other work in 
the private sector received severance payments from the voluntary departure 
program. 





A  mu1 t i n o m i a l  l o g i t  model i s  s p e c i f i e d  t o  t e s t  t h e  r e l a t i o n s h i p  between type  
o f  compensation r ece i ved  and t h e  personal  c h a r a c t e r i s t i c s  o f  departees. I f  
compensat i o n  has been f a i r l y  and e q u i t a b l y  d isbursed,  t h e  probabi  1  i t y  o f  r e c e i p t  
should be re1  a ted  s o l e l y  t o  t h e  s e l e c t i o n  c r i t e r i a  f o r  each t ype  o f  compensation. 
S p e c i f i c a l l y ,  r e c e i p t  o f  pensjons should be r e l a t e d  t o  age and t h e  d u r a t i o n  o f  
p u b l i c  s e r v i c e  b u t  n o t  t o  o t h e r  personal  c h a r a c t e r i s t i c s  such as gender and 
educa t ion  l e v e l .  S i m i l a r l y ,  a l l  c i v i l  se rvan ts  should  be e q u a l l y  e l  i g i  b l e  f o r  
severance payments, p a r t i c u l a r l y  f o r  v o l u n t a r y  depar tu re  b e n e f i t s .  Thus, t h e  
p r imary  f a c t o r  i n f l u e n c i n g  t h e  r e c e i p t  o f  severance payments should be whether 
t h e  i n d i v i d u a l  l e f t  t h e  p u b l i c  sec to r  d u r i n g  t h e  redeployment program pe r i od .  

The es t imated  r e l a t i o n s h i p s  a re  g i ven  i n  Table  18, us i ng  i n d i v i d u a l s  
r e c e i v i n g  no compensation as t h e  base group.' As expected, t h e  dummy v a r i a b l e s  
f o r  persons w i t h  55 years  o r  more o f  age, and t h e  v a r i a b l e  f o r  years  i n  t h e  
pub1 i c  se r v i ce ,  i nc rease  t h e  p r o b a b i l  i t y  o f  r e c e i v i n g  r e t i r e m e n t  b e n e f i t s .  
However, t h e  gender parameter i s  nega t i ve  and s i g n i f i c a n t .  Th i s  i m p l i e s  t h a t  
females, even a f t e r  c o n t r o l l i n g  f o r  age and d u r a t i o n  o f  se r v i ce ,  a re  l e s s  l i k e l y  
t o  r e c e i v e  r e t i r e m e n t  b e n e f i t s .  A t  t h e  same t ime, t h e  i n d i v i d u a l ' s  educat ion had 
no s t a t i s t i c a l l y  s i g n i f i c a n t  impact on r e c e i p t  o f  pensions. 

No r e l a t i o n s h i p  between t h e  p r o b a b i l i t y  o f  r e c e i v i n g  severance pay (compared 
t o  t h e  no compensation base) and personal  c h a r a c t e r i s t i c s  i s  i n f e r r e d  f rom t h e  
data.  However, as expected, depar tu re  o f  t h e  p u b l i c  sec to r  d u r i n g  t h e  
redeployment p e r i o d  s t r o n g l y  i n f l u e n c e s  t h e  p r o b a b i l i t y  o f  r e c e i v i n g  severance 
pay. O v e r a l l ,  w i t h  t h e  excep t ion  o f  gender b i a s  i n  disbursement o f  pensions, t he  
r e s u l t s  suppor t  t h e  a s s e r t i o n  t h a t  compensation payments have been e q u i t a b l y  
d isbursed.  

UTILIZATION OF COMPENSATION 

The median compensation payment, i n c l u d i n g  two l a r g e  loans  by BARAF t o  
i n i t i a t e  p r i v a t e  s e c t o r  a c t i v i t i e s ,  was 700,000 FG. Severance compensation was 
p r i m a r i l y  used f o r  consumption a l though,  averag ing across households, 29.4 
percen t  was a1 1  ocated f o r  investment i n  i ncome-generat i ng a c t i v i t i e s  (Tab1 e  
19) .' However, a  h i ghe r  percentage o f  compensation i s  a1 1  ocated t o  investment 
a t  h i g h e r  t o t a l  compensation l e v e l s .  Fu r t he r ,  male median compensation was 33 
percen t  more than  median female compensation. Corresponding ly ,  males a re  
observed t o  i n v e s t  a  g r e a t e r  percentage o f  t h e i r  compensation. 

Wi th  t h e  subsampl e  o f  69 i n d i v i d u a l s  r e c e i v i n g  severance payments, t he  
s i g n i f i c a n c e  o f  t h e  above r e l a t i o n s h i p s  i s  t e s t e d  w i t h  a  s imple r eg ress i on  model 
o f  t h e  percentage o f  compensation i nves ted  on age, sex, and t o t a l  l e v e l  o f  

7 The smal l  group o f  i n d i v i d u a l s  r e c e i v i n g  bo th  pensions and severance pay 
i s  i n c l u d e d  i n  t h e  severance pay ca tegor ies .  

' Investment may have been p a r t i a l l y  i n h i b i t e d  by t h e  payment o f  severance 
b e n e f i t s  over  a  30-month pe r i od .  







compensation. The results are presented in Table 20. Total compensation shows 
a significant positive relationship to percentage of compensation invested. 
However, the total compensation parameter estimate suggests that a 100,000 FG 
increase in compensation increases allocation to investment by less than 1 
percent. In addition, age and sex, after control1 ing for compensation level 
differentials, do not have a statistically significant impact on the utilization 
of compensation. Thus, observed discrepancies in compensation allocation by 
gender are 1 i kely driven by differences in amounts received, rather than actual 
behavioral differences in compensation allocation. 





6.  CONCLUSIONS 

The Government of Guinea was clearly successful in achieving the specific 
objective of reducing the number of publ i c  sector workers. However, due t o  
unpl anned wage increases and rehi rings, the expected macroeconomic benefits from 
th i s  action have been only part ia l ly  realized. On the other hand, the 
retrenchment program has enabled the government t o  improve the conditions of 
service and 1 eve1 of education among the publ i c sector work force, suggesting 
some gains have been made in overall public sector efficiency. 

The main focus of th i s  paper has been on the social costs accompanying these 
gains, particularly t o  workers departing the public sector under the retrenchment 
program. The analysis has shown that those who were able t o  find other 
employment are now, on average, earning a t  least  as much as before leaving the 
public sector. Furthermore, a disproportionate number of former public sector 
workers have found jobs in the formal wage sector, re lat ive to  the general 
population. S t i l l ,  for  many of those who los t  the i r  jobs, the transit ion from 
public to  private sector w0r.k has been extremely costly. Even among those 
finding other work, a long duration of unemployment usually followed departure 
from the public sector. As of 1992, 24 percent of redeployed workers from the 
peak 1985-1988 period remained unemployed, a rate  f a r  higher than the ra te  of the 
population a t  large, while s t i l l  others were no longer searching and had l e f t  the 
labor market. Econometric analysis of worker transit ions revealed that  younger - 
workers and males were much more 1 i kely t o  remain economically active a f te r  
departing the public sector,  while a university education, social networks, and 
being the head of the household significantly reduced the expected duration of 
unempl oyment . 

Finally, while compensation programs have generally been well targeted and 
equitably dis t r ibuted,  they have n o t  spurred significant investment in 
self-employment ac t iv i t ies .  The fact  that most of the compensation was used for 
consumption comes as no surprise given the prolonged period of payment disbursal, 
coupled with the lengthy spel ls  of unemployment. The model of labor market 
participation also suggests that severance pay has actually acted as a 
disincentive to  taking another job. This corresponds t o  other labor market 
studies showing that  unearned income reduces the probability of working by 
raising the employment reservation wage. 

One possi bl e reason for  the 1 ong duration 'of unempl oyment among redepl oyees 
i s  queuing for other wage sector employment opportunities. This may be due to  
perceived 1 ow returns t o  self-employment or other physical or psychological 
barriers to  entering the sel f-empl oyment sector. However, the resul t s  presented 
in th i s  study suggest that  most individuals, especially redeployees, receive 
greater expected returns from nonwage employment. Given that the creation of 
wage sector jobs has lagged, and i s  expected t o  continue t o  lag, behind informal 
sector opportunities, pol icymakers must focus on identifying and removing 



bar r ie r s  t o  self-employment as well as increasing the expected returns t o  the 
self-employment sector  i f  they wish t o  reduce the t rans i t ion  costs  associated 
with reducing the s ize  of the sector  work force.  
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