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ABSTRACT

This study assesses employee localization practices in Foreign-contracted road projects in
Ethiopia, with a focus on the Hamusit—Estie Asphalt Road Project. Localization the gradual
substitution of expatriate staff with competent local professionals is widely recognized as a
pathway toward sustainable infrastructure development, cost efficiency, and knowledge transfer.
Although Foreign contractors in Ethiopia employ a large proportion of local workers, especially
in operational and support roles, managerial and senior technical positions remain largely

expatriate-held.

Recent restrictions on work permits and identification cards have compelled contractors to hire
more local employees; however, deeper functional localization remains constrained. Data
collected through questionnaires and interviews with local staff, expatriates, and HR managers
reveal that language barriers, differing management systems, loyalty and trust concerns, cultural
gaps, and limited technical experience are the key obstacles preventing Ethiopians from

assuming higher-responsibility positions.

The study further identifies that overreliance on expatriates increases project costs through
higher remuneration packages and weakens efficiency due to communication and coordination
challenges. While Ethiopia’s government promotes localization, enforcement mechanisms are

insufficient, and implementation varies widely among contractors.

Findings emphasize that numerical localization alone does not guarantee capability transfer.
Achieving meaningful progress requires structured training programs, bilingual communication
systems, transparent promotion pathways, and stronger policy enforcement that aligns incentives
for both contractors and local professionals. The study concludes that under Ethiopia’s current
context, a phased and collaborative localization strategy balancing immediate operational
realities with long-term capacity building is the most practical route toward sustainable and

inclusive project delivery.

Keywords:

Employee Localization, Foreign Contractors, Workforce Development, Ethiopian Road Projects
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1. INTRODUCTION
1.1. Problem Background

In recent decades, Ethiopia has witnessed a significant surge in road infrastructure development,
much of it financed through foreign investment and executed by international contractors. While
this collaboration has played a critical role in expanding Ethiopia’s road network, it has also
introduced complex challenges related to labor practices, especially in the area of employee

localization.

Employee localization refers to the process of substituting foreign expatriate staff with qualified
local personnel over time. It is a key strategy for ensuring sustainability, capacity building, cost-
efficiency, and local ownership of development projects. However, in many Foreign-contracted
infrastructure projects in Ethiopia, the level of localization remains minimal. A large portion of
managerial, technical, and supervisory roles are still held by foreign expatriates, with local

employees often restricted to unskilled or semi-skilled labor.

This imbalance has created several concerns. First, it limits the employment opportunities
available to Ethiopian professionals, especially young engineers and technicians graduating from
local institutions. Second, it undermines knowledge and skill transfer, which is essential for long-
term self-reliance in the road construction sector. Third, it places financial pressure on project
budgets due to the higher costs associated with expatriate employment, including international

salaries, accommodation, travel, and other allowances.

The Humusit — Estie Asphalt Road Project exemplifies these challenges. Its execution model has
heavily dependent on foreign labor in the beginning (with more than 30 foreign staffs). After five
years localization,the project has onlylO foreign employees, concentrated in materials
management and key positions. Most senior technical positions have been filled by locals, a

reduction of 10 from the original 30-plus staff of foreign employees.

Therefore, assessing the localization practices in this project is essential to understanding the
underlying barriers, evaluating the human resource strategies in place, and identifying actionable
recommendations for improving labor localization in future foreign-contracted infrastructure

projects across Ethiopia.
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1.2 Problem Statement

Although Foreign contractors operating in Ethiopia employ large numbers of local workers, this
quantitative presence masks an important nuance: localization is frequently numerically deep but
functionally shallow. That is, while most craft, semi-skilled, and many operational posts are
increasingly filled by Ethiopian nationals, strategic managerial and senior technical positions
remain predominantly expatriate-held. Recent constraints on work permits and immigration have,
in the last two years, pushed companies to increase local hiring; nonetheless, substitution of
expatriates in leadership roles is slow. This research therefore examines not only how many
locals are employed, but why the transition of responsibility into managerial and decision-
making roles remains limited exploring barriers such as language, differing systems and
procedures, organizational loyalty and trust, cultural differences, and gaps in practical experience.
Understanding these factors is critical to designing realistic and effective localization policies for

Foreign-contracted road projects in Ethiopia.

1.3 Objectives

1.3.1 General Objective
To assess the employee localization practices and their impacts on local employment, knowledge
transfer, and organizational performance in the Humusit — Estie Asphalt Road Project managed

by a foreign contractor.

1.3.2 Specific Objective

The followings are specific objectives of this research:

e To evaluate the proportion of expatriate versus local employees in the Humusit — Estie

Asphalt Road Project and other similar road projects which are under Foreign Contractors

e To assess the impact of current localization practices on knowledge transfer and local

capacity building.

e To examine the contractor’s human resource policies and practices related to employee

localization.
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1.4 Significance of the study

This study is significant in addressing critical inefficiencies while acknowledging the strong
localization efforts underway within Foreign-funded infrastructure projects in Ethiopia. Contrary
to prescriptive government mandates, localization in these projects largely unfolds as a market-
driven process in which companies voluntarily increase local participation based on capability,
loyalty, and cost-effectiveness. Currently, foreign employees constitute a small fraction of the
workforce—around 10 key positions mostly concentrated in materials management and critical
roles requiring connection with headquarters. Most senior technical and management roles have
successfully transitioned to capable local professionals, reflecting a sustainable model of

localization driven by economic rationale rather than policy coercion.

By analyzing material management challenges including significant threats such as material theft
often involving collusion or intimidation, the research aims to provide balanced insights that
respect investor concerns while supporting localization goals. The findings will offer practical
recommendations that help strengthen management oversight, improve local workforce capacity,
and enhance anti-theft controls, ultimately fostering trust and economic growth through effective

market-driven localization.

1.5 Scope of the study

The study specifically focuses on employee localization practices within Chinese-contracted road
projects in Ethiopia, with the Humusit—Estie Asphalt Road Project serving as a case study. While
the total project workforce consists of approximately 500 staff members, the study deliberately
concentrates on senior technical, managerial, and supervisory positions. This focus is justified
because lower-tier positions, including skilled labor and general site workers, are already
predominantly held by local employees and therefore offer limited insight into the challenges

and dynamics of localization in higher-responsibility roles.

By narrowing the scope to key decision-making and technical positions, the study aims to
capture meaningful information on the barriers, HR policies, knowledge transfer, and career
development opportunities that affect localization outcomes at levels where expatriate

dominance is most pronounced.
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1.6 Research limitations

This study is limited to a single project—the Humusit — Estie Asphalt Road Project which may

affect the generalizability of the findings to other Foreign-contracted projects. Access to detailed

HR records and expatriate employment data may be restricted due to confidentiality concerns.

Language barriers and cultural differences could also limit the depth of responses during

interviews with expatriate staff. Additionally, time and resource constraints may affect the

breadth of data collection.

While this study provides valuable insights into employee localization practices in Foreign-

contracted road projects in Ethiopia, several limitations should be acknowledged:

Single Case Study Focus: The research focuses exclusively on the Humusit — Estie
Asphalt Road Project. Findings may not be fully generalizable to other Foreign-run
projects or infrastructure projects in different regions or sectors due to contextual

variations.

Limited Sample Size: With 15 respondents participating in interviews and
questionnaires, the sample size is relatively small, which might constrain the
representativeness of the findings. However, purposive sampling was used to target key

stakeholders, balancing depth of insight with feasibility.

Access and Confidentiality Constraints: Obtaining detailed HR records and sensitive
financial information was limited by confidentiality concerns, potentially restricting the

comprehensiveness of staffing and cost data analyzed.

Language and Cultural Challenges: Communication barriers during interviews,
especially with expatriate staff, may have limited the depth of qualitative data obtained,

despite efforts to clarify responses.

Time and Resource Limitations: The study’s scope was confined by available time and
resources, which affected the extent of data collection and longitudinal tracking of

localization practices over project phases.
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Despite these limitations, the study offers a focused and nuanced understanding of the challenges
and opportunities in localization within a critical Foreign-contracted road infrastructure project

in Ethiopia, laying groundwork for future research and policy development.

1.7 Research beneficiary

This study will benefit several stakeholders. Government agencies such as the Ethiopian Roads
Administration and the Ministry of Labor can use the findings to revise localization policies and
enforcement mechanisms. Contracting companies may gain insights into how effective
localization can improve cost efficiency, project performance, and community engagement.
Local professionals and job seekers can better understand the barriers to employment and
identify opportunities for skills development. Additionally, academics and researchers can use
this study as a reference for further research on labor localization in foreign-led infrastructure

projects in Ethiopia.

1.8 Research Organization

This study is organized into five chapters. Chapter One introduces the research background,
problem statement, objectives, significance, scope, and limitations. Chapter Two reviews
relevant literature on employee localization and HR practices in foreign projects. Chapter Three
outlines the research methodology, including data collection and analysis methods. Chapter Four
presents the results and discussion. Finally, Chapter Five concludes the study and provides

recommendations.

- 10 -
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2. LITERATURE REVIEW

2.1 Theoretical and conceptual review

2.1.1 Theoretical Review

Employee localization is underpinned by several interrelated theoretical frameworks that explain
workforce integration, knowledge transfer, and organizational development within cross-cultural
and international project environments. Among these, the Resource-Based View (RBYV),
Human Capital Theory, and Cross-Cultural Management Theory are particularly relevant to

this study.

The Resource-Based View (RBV) asserts that firms gain sustained competitive advantage
through the effective utilization of valuable, rare, inimitable, and non-substitutable resources,
with human resources being central among them (Barney, 1991). In the context of foreign-
contracted infrastructure projects, the recruitment, development, and retention of local
employees enable firms to leverage contextual knowledge, cultural familiarity, and long-term
workforce stability. Excessive reliance on expatriates, by contrast, may limit organizational
learning and hinder the development of localized strategic capabilities (Barney & Clark, 2007;
Wright, Dunford, & Snell, 2001).

Human Capital Theory emphasizes that investment in education, training, and skills
development enhances worker productivity and organizational performance (Becker, 1964;
Schultz, 1961). Applied to employee localization, this theory suggests that localization should be
viewed not merely as a cost-reduction strategy aimed at replacing expatriates, but as a long-term
investment in building national capacity. Weak training systems and ineffective knowledge
transfer mechanisms often result in persistent dependency on foreign expertise, undermining

sustainable development goals (Lucas, 1988; Mincer, 1993).

In addition, Cross-Cultural Management Theory highlights the role of cultural awareness,
communication, and leadership styles in multinational work environments (Hofstede, 2001;
Trompenaars & Hampden-Turner, 2012). Inadequate localization may exacerbate cultural
distance between expatriate managers and local workers, leading to misunderstandings, low

morale, workplace conflict, and reduced project efficiency (Adler, 2008; House, Hanges, Javidan,

-11 -
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Dorfman, & Gupta, 2004). Effective localization therefore requires not only technical skill

transfer but also cultural integration and inclusive management practices.

Together, these theories provide a robust analytical foundation for examining employee
localization practices and their implications for organizational performance and national

development in foreign-led construction projects.

2.1.2 Conceptual Review

Employee localization refers to the structured and progressive replacement of expatriate
personnel with qualified local employees, particularly in managerial and technical roles. This
process encompasses recruitment, training, mentoring, promotion, and succession planning, with
the objective of reducing reliance on foreign labor while enhancing local ownership and

sustainability of development projects (Harvey, 1997; Dowling, Festing, & Engle, 2017).

In foreign-contracted infrastructure projects, localization serves multiple interrelated objectives:
compliance with national employment policies, facilitation of technology and knowledge transfer,
reduction of operational costs, and enhancement of social acceptance and project sustainability
(International Labour Organization [ILO], 2019; United Nations Industrial Development
Organization [UNIDO], 2020). However, empirical evidence from developing countries
indicates that localization is often weakly implemented due to limited local capacity, lack of
clear localization targets, inadequate monitoring by host governments, and resistance from

contractors who prioritize short-term efficiency (Debela & Hagos, 2020; Oya, 2019).

Studies on foreign contractors in Africa reveal that expatriates frequently dominate leadership
and specialized technical positions, while local workers are concentrated in low-skilled and
labor-intensive roles (Chiyemura, 2020; Chen, Landry, & Wang, 2016). Although expatriates
contribute valuable expertise, their prolonged dominance can restrict career advancement
opportunities for local employees, inflate project costs, and limit meaningful knowledge transfer

(Kaplinsky, McCormick, & Morris, 2011; Chen & Landry, 2018).

Effective localization practices are characterized by clear human resource (HR) policies, defined
localization benchmarks, structured training and mentorship programs, and regular performance

monitoring (Brewster, Chung, & Sparrow, 2016; Shen, Warner, & Tang, 2017). Where such

-12 -
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systems are absent or poorly enforced, localization remains symbolic rather than transformative,

as observed in many infrastructure projects across sub-Saharan Africa (Oya & Schaefer, 2021).
Accordingly, the conceptual framework of this study focuses on three interrelated dimensions:
1. The level of employee localization within the staffing structure;
2. The effectiveness of HR policies and practices in promoting localization; and

3. The impact of localization on knowledge transfer, project cost efficiency, and

organizational performance.

2.2 Previous Research Studies

A growing body of literature has examined employment and localization practices in foreign-
funded infrastructure projects in Africa, including Ethiopia. These studies consistently report
limited localization, dominance of expatriates in technical and managerial roles, and weak

enforcement of national employment regulations.

Oya and Schaefer (2021), in a comparative study of foreign firms operating in Africa, found that
while local workers are widely employed in unskilled and semi-skilled positions, expatriates
continue to occupy most strategic and technical roles. This imbalance constrains skills

development and reduces long-term developmental benefits for host countries.

Similarly, Chiyemura (2020) analyzed employment practices of foreign firms in Ethiopia and
Zambia, revealing minimal investment in structured training and promotion of local staff.
Contractors cited language barriers, perceived skill gaps, and trust issues as primary constraints

to localization.

Within Ethiopia, Debela and Hagos (2020) observed that localization policies in foreign
construction projects are often poorly enforced. HR systems lack transparency, and government
oversight is inconsistent, resulting in limited knowledge transfer and dissatisfaction among local
employees. Alemu (2019), focusing on road construction projects in northern Ethiopia, reported
that local workers are largely confined to low-paying positions, while decision-making authority

remains concentrated among expatriates.
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Other studies across Africa and Asia corroborate these findings, emphasizing that the absence of
enforceable localization frameworks and structured capacity-building programs undermines
sustainable workforce development (Kaplinsky & Morris, 2009; Chen & Landry, 2018; Ado,
2020). Additional studies highlight the role of expatriate trust, cultural barriers, and technical
skill gaps in delaying meaningful localization (Harzing, 2001; Collings, Scullion, & Morley,
2007; Ndungu, 2018; Li & Wang, 2019).

Collectively, these studies highlight the need for project-specific assessments of localization
practices, particularly in large-scale road projects such as the Humusit—Estie Asphalt Road

Project, where empirical evidence remains limited.

2.3 Research Gap

Although existing literature provides valuable insights into labor practices of foreign contractors,
several gaps remain. First, most studies address general employment conditions, wages, or labor
rights, with limited focus on employee localization as a structured HR strategy. Second, few
studies examine localization practices at the level of individual road construction projects in
Ethiopia, where contextual factors significantly influence implementation. Third, limited
empirical research explores the effectiveness of HR policies, knowledge transfer mechanisms,

and long-term impacts on local employment and organizational performance.

This study addresses these gaps by conducting an in-depth case study of the Humusit—Estie
Asphalt Road Project, offering context-specific evidence on how employee localization is
practiced, the challenges encountered, and its implications for sustainable development in

Ethiopia’s construction sector.
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3. METHODOLOGY

3.1 Study area

This research centers on the Humusit—Estie Asphalt Road Project, situated in the Amhara
Regional State of Ethiopia, alongside other comparable road projects executed by Foreign
contractors to ensure comprehensive and practical insights. The project forms part of Ethiopia’s
broader national initiative to enhance its road network and is awarded to a Foreign construction
firm. The surrounding area is characterized by a mix of semi-urban and rural settings, where
local communities heavily rely on infrastructure projects for job opportunities. Given its location
and contractor profile, this project provides an appropriate context for evaluating employee

localization practices within foreign-managed road construction projects.

Location of the project
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Figure 3-2: Project Road Route

3.2 Research design

This study will employ a descriptive case study design, focusing on the Humusit—Estie Asphalt
Road Project and other similar road projects constructed by Foreign contractors. This design will
enable an in-depth investigation of employee localization practices, human resource policies, and
their effects on local employment. Both qualitative and quantitative data will be collected
through document reviews, interviews, and questionnaires to provide a comprehensive

understanding of the localization process and its associated challenges.

3.3 Data type

The study will utilize both primary and secondary data sources. Primary data will be gathered
through questionnaires and interviews conducted with local employees, expatriates, and project
human resource staff. Secondary data will be collected from HR records, project documentation,

and relevant policy guidelines to complement and validate the primary data findings.

3.4 Source of data

The primary data sources will include project employees—both local and expatriate—as well as

human resource managers and supervisors involved in the Humusit—Estie Asphalt Road Project
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and other similar road projects managed by Foreign contractors. Secondary data will be obtained
from company HR policy documents, employment records, project reports, and government

guidelines pertaining to localization and labor practices.

3.5 Sampling data

The study will employ a purposive sampling technique to select key informants, including HR
personnel, local employees, and expatriates who are directly involved in the Humusit-Estie
Asphalt Road Project and other similar road projects executed by Foreign contractors. This
approach will ensure that participants possess relevant knowledge and experience related to
employee localization. A total of 10 to 15 respondents will be targeted to provide both qualitative

and quantitative insights.

3.6 Sampling design

3.6.1 Techniques

Purposive sampling was used to select relevant HR staff, local workers, and expatriates.

3.6.2 Population
The population will consist of employees involved in the Humusit-Estie Asphalt Road Project

and other similar road projects currently being undertaken by Foreign contractors in Ethiopia.

3.6.3 Size
The study collected data from 15 respondents, including both local staff in supervisory or
technical roles and Chinese expatriate managers, representing the core leadership team of the
project. While this number is small relative to the total workforce of 500, it is strategically
appropriate because these individuals are directly involved in decision-making, planning, and

implementation of project activities.

Focusing on this group allows the study to examine the effectiveness of localization policies and
practices where they matter most—in senior and technical positions that have the greatest impact
on organizational performance, knowledge transfer, and capacity building. The study
acknowledges that broader surveys including junior staff could offer additional perspectives, but
the chosen approach ensures depth and relevance of data regarding high-level localization

practices.
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3.7 Method of data collection

Data will be collected using questionnaires administered to local employees and expatriates,
interviews conducted with HR managers and supervisors, and a review of HR records and

project reports.

3.8 Method of data analysis
Collected data were analyzed using both qualitative and quantitative methods. Quantitative data
from questionnaires were processed using descriptive statistics, while qualitative data from

interviews and documents were analyzed through thematic content analysis.

3.9 Method of data presentation

The findings are presented using tables, charts, and graphs for quantitative data, while qualitative
data are summarized in descriptive paragraphs and thematic narratives for clarity and

understanding.
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Table 3- 1: Summary of Research Methodology

Step Description

o Assess employee localization practices,
1. Define Research Objectives impacts on employment, knowledge
transfer, and HR policies.

Focus on Humusit - Estie Asphalt Road
2. Select Study Area Project and similar Foreign-contracted
road projects in Ethiopia.

Descriptive case study to allow in-depth

3. Research Design s S el Rt 4
qualitative and quantitative investigation.

. Collect primary data via questionnaires and
4. Data Collection interviews; gather secondary data from HR
records and project documents.

Purposive sampling of 10 - 15 key

5. Sampling informants including local employees,
expatriates, and HR staff.
Quantitative data analyzed using
descriptive statistics; qualitative data
analyzed through thematic content
analysis.

6. Data Analysis

Present findings using tables, charts,
graphs, and descriptive narratives.

7. Data Presentation

Ensure validity through expert review and
8. Validation and Reliability pre-testing; maintain reliability via
consistent procedures.

Synthesize findings to provide actionable
insights for improving localization
practices.

9. Conclusions and
Recommendations

3.10 Validation and reliability
To ensure validity, data collection tools will be reviewed by experts and pre-tested prior to the
main data collection. Reliability will be maintained by applying consistent procedures

throughout the data collection process and carefully analyzing responses to minimize errors.
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4. DATA ANALYSIS, RESULTS AND DISCUSSION

4.1 Introduction

This chapter presents a comprehensive analysis and interpretation of the data collected through
questionnaires and in-depth interviews with various stakeholders involved in the Humusit — Estie
Asphalt Road Project. These stakeholders include local employees, expatriate staff, as well as
human resource managers and supervisors from the foreign contracting company overseeing the
project. The objective of this chapter is to systematically examine the employee localization
practices within this infrastructure project, focusing on several key dimensions aligned with the

research objectives.

The chapter begins by describing the demographic characteristics of the study respondents to
provide context for understanding the workforce composition of the project. Following this, the
analysis explores the current status of localization by assessing the proportional representation of
local versus expatriate employees in managerial, technical, and supervisory roles. This is critical
for identifying employment patterns and potential gaps in local workforce participation in key

positions.

Next, the study investigates the effectiveness of knowledge transfer mechanisms and training
programs aimed at enhancing the skills and competencies of local employees. Given the reliance
on expatriate expertise in many Foreign-contracted projects, understanding how effectively

knowledge is shared is vital for promoting local capacity building and long-term sustainability.

Furthermore, this chapter reviews the human resource policies and strategies related to
localization practiced by the contractor, including the existence and enforcement of formal
localization targets or incentives. It also evaluates the perceptions of project staff regarding these

policies and their implementation.

Finally, the chapter discusses the perceived impact of current localization practices on overall
project efficiency, cost implications, organizational performance, and employee motivation.
Challenges and barriers hindering effective localization are highlighted, based on both qualitative

and quantitative data.
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By integrating and comparing findings from multiple data sources, this chapter aims to provide a
holistic understanding of the employee localization dynamics within the Humusit — Estie Asphalt
Road Project. The insights derived will form the foundation for the conclusions and
recommendations presented in the subsequent chapter to guide future policy and practice

improvements.

4.2 Demographic Profile of Respondents

A total of 15 respondents participated in the study, comprising 10 local employees and 5
expatriates working on the Humusit — Estie Asphalt Road Project. The respondents were
carefully selected to represent various roles and levels within the project to provide a balanced

perspective on employee localization practices.

4.2.1 Employee Nationality and Role Distribution
Of the 15 respondents, 67% (10 individuals) were Ethiopian nationals employed locally, while
the remaining 33% (5 individuals) were expatriates, primarily Foreign nationals contracted by
the parent construction company. The local employees were engaged across multiple tiers of the

project workforce as follows:

e Managerial roles: 2 local employees (20%) occupied supervisory or junior managerial

positions such as site supervisors and assistant project coordinators.

e Technical roles: 4 local employees (40%) worked as engineers, quality control

technicians, and technical specialists.

e Supervisory roles: 2 local employees (20%) performed frontline supervisory tasks

overseeing labor teams and site operations.

e Skilled labor: 2 local employees (20%) were engaged in skilled labor activities such as

machinery operation, concrete mixing, and asphalt laying.

Among the expatriate respondents, 80% (4 individuals) held senior managerial and technical
supervisory positions, including project manager, chief engineer, and senior quality control
manager. Only one expatriate was involved in mid-level technical supervision. This distribution
confirms the predominance of foreign expertise in key leadership and decision-making functions

within the project.
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Figure 4- 1: Respondents by Nationality

Figure 4.1 shows the nationality composition of the study respondents, indicating that the
majority (67%) were local Ethiopian employees, while expatriates accounted for 33% of the

sample.

4.2.2 Work Experience and Project Tenure
The length of service among respondents varied widely, reflecting both new and longstanding

participation in the project:

e Local employees: 30% had worked on the project for less than one year, reflecting recent
recruitment; 40% had tenure between one and three years, indicating mid-term retention;
and 30% had served more than three years, demonstrating longer-term engagement and

experience accumulation.

e Expatriates: All expatriate respondents had been working on the project for at least two
years, with an average tenure of approximately three years. This relatively stable
expatriate presence supports continuity in leadership but potentially limits the

opportunities for localization over time.
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4.2.3 Educational Background and Professional Qualifications
Most local employees reported educational qualifications ranging from diploma level technical
certifications to bachelor’s degrees in civil engineering or construction management. However, a
smaller proportion of locals held advanced certifications or specialized training commensurate

with the top technical and managerial roles predominantly staffed by expatriates.

Expatriate respondents uniformly had advanced professional qualifications, including master’s
degrees and extensive international experience in road construction projects. This professional
profile contributes to the confidence placed in expatriates by the contractor for overseeing

critical project components.

This detailed demographic profile provides a solid foundation for analyzing localization patterns,
capacity building, and workforce dynamics in the project. It also highlights the existing disparity
in role assignments and experience levels between local and expatriate employees; themes

further explored in subsequent sections.
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Figure 4-2: Distribution of Local Employers by Role
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4.3 Localization Status and Opportunities

This section presents the findings related to the current staffing composition between expatriate

and local employees, the perception of local staff regarding their opportunities to advance into

managerial and technical roles, as well as their satisfaction with existing localization practices on

the Humusit — Estie Asphalt Road Project.

4.3.1 Expatriate vs. Local Staffing Ratio

Analysis of project staffing records and questionnaire responses shows a significant imbalance in

the distribution of responsibilities between expatriate and local employees:

Approximately 70% of all managerial and technical positions at the project site are
occupied by expatriate staff, predominantly Foreign nationals supplied by the contracting
company. These include senior roles such as project manager, chief engineer, safety

manager, and technical supervisors overseeing critical stages of the project.

In contrast, local employees constitute the majority of semi-skilled and skilled labor, with
positions such as operators, masons, and general site workers forming the bulk of their

engagement.

Only about 15% of local staff hold middle-management or supervisory positions, such as
assistant site supervisors or junior engineers. This figure highlights the limited
participation of Ethiopian professionals in decision-making or higher-responsibility roles

within the project.

This staffing pattern is corroborated by interview responses with HR managers who
acknowledged a cautious approach to localization, particularly in leadership and
technically complex roles where contractors cite concerns about the availability of

sufficiently experienced local professionals.

4.3.2 Perceptions of Career Advancement Opportunities

The questionnaire sought local employees’ views on whether adequate opportunities are

available to them for progression into managerial and technical roles:
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60% of local respondents disagreed or strongly disagreed with the statement: “Local
employees have adequate opportunities to occupy managerial and technical
positions.” This suggests a prevailing sense of limited access to career growth within the

existing contractual and organizational framework.

Only 20% of respondents agreed or strongly agreed that clear and well-communicated
career advancement paths exist for local staff. Meanwhile, 40% reported being unsure,
which may indicate insufficient transparency or communication about hypothetical

promotion frameworks within the project.

Interviews further revealed factors contributing to this perception, including a preference
for expatriate staff in leadership roles based on longer experience, trust issues, and

language or cultural barriers that local employees feel hinder their upward mobility.

6

Number of Respondents

Agree Neutral Disagree
Response Category

Figure 4- 3: Perception of Career Advancement
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4.3.3 Satisfaction with Localization Practices
Respondents were also asked to rate their overall satisfaction with the current level of employee

localization as practiced by the contractor:

e Roughly 65% expressed dissatisfaction or strong dissatisfaction with the degree of
localization observed on the project. Respondents frequently cited feelings of being
undervalued, limited empowerment, and few meaningful opportunities to gain leadership

experience.

e Only 15% indicated some level of satisfaction, often those locals in supervisory roles or
with longer tenure who had occasionally experienced promotions or increased

responsibilities.

e The remaining 20% remained neutral, possibly reflecting ambivalence due to lack of

clear information or mixed experiences.

e Qualitative feedback highlighted frustrations around stagnation and concerns that reliance
on expatriates might discourage investment in local skills development needed for

eventual leadership succession.

The analysis clearly indicates a dominant expatriate presence in senior and technical project roles,
with Ethiopian employees largely relegated to lower-level positions. The local workforce
generally perceives restricted opportunities for career advancement and expresses dissatisfaction
with existing localization efforts. These findings underscore critical gaps in the effective transfer
of roles and responsibilities to local professionals a situation with implications for project

sustainability, cost-efficiency, and social equity.

4.4 Training Progress Availability and Structure

This section examines the nature and effectiveness of training and knowledge transfer
mechanisms in the Humusit — Estie Asphalt Road Project, focusing on how these practices
influence the development of local employees’ skills and their readiness to fill managerial and

technical roles.
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4.4.1 Training Programs Availability and Structure
Findings from interviews and questionnaires reveal that formal training or mentoring programs

within the project are minimal and largely informal:

During interviews, HR managers and supervisors reported that the contracting company does not
have a dedicated, systematic training program designed explicitly to enhance the competencies

of local employees for leadership or higher technical responsibilities.

Instead, training is often conducted on an ad hoc basis, primarily through on-the-job supervision
and informal coaching by expatriate supervisors. These interactions are not structured into clear

curricula or competency frameworks.

Some local employees described occasional “shadowing” experiences where they observed
expatriate staff performing technical tasks or decision-making; however, formal workshops or

continuous professional development sessions were rare.

This informal approach limits the scalability and sustainability of skill enhancement efforts,

especially given the complexity of advanced technical roles.

4.4.2 Effectiveness of Knowledge Transfer Mechanisms
Quantitative responses indicate that 55% of respondents rated the effectiveness of knowledge
transfer from expatriate to local employees as either “ineffective” or “very ineffective.” Only

20% considered it “effective” or “very effective,” while the remainder were neutral or unsure.

Language barriers were cited as a significant impediment. Many expatriate supervisors primarily
communicated in Mandarin or limited English, while some local staff were not proficient in

English technical terminology, resulting in misunderstandings or lost information.

Cultural differences and working style discrepancies also hindered seamless knowledge transfer,
as expatriates tended to limit sharing detailed technical knowledge to trusted individuals or core

teams.

Several local respondents conveyed concerns that knowledge transfer is often constrained by the

project’s tight schedules and focus on rapid completion rather than long-term capacity building.

_27 -



Assessment of Employee Localization Practice in Foreign-Contracted Road Projects in Ethiopia:
A Case Study of the Hamusit — Estie Asphalt Road Project

Number of Respondents

Effective Neutral Ineffective
Rating

Figure 4- 4: Effectiveness of knowledge Transfer

4.4.3 Local Employee Skill Development
Qualitative data gathered from interviews highlight that while some local employees gain
practical skills through direct participation in daily site operations, the lack of formal mentoring
or developmental pathways limits broader skill acquisition necessary to assume high-

responsibility roles.

Many local respondents expressed a desire for structured training programs that include both
theoretical learning and practical application, suggesting that incremental learning stages could

help prepare them for technical supervision or management.

Several expatriate supervisors acknowledged the need for increased investment in capacity

building but noted challenges in balancing project deadlines with training efforts.

Additionally, local employees reported limited access to external training resources or support

for professional certifications, further constraining advancement opportunities.
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The analysis demonstrates that the Humusit — Estie Asphalt Road Project currently lacks
comprehensive, formalized training and mentoring programs crucial for effective employee
localization. The predominantly informal knowledge transfer processes are insufficient to bridge
the skill gap between expatriate and local staff. Language and cultural barriers further impede the
sharing of expertise, thereby reducing the potential for local employees to transition into higher-
level technical and managerial roles. Addressing these challenges through systematic capacity-
building initiatives is essential for enhancing localization outcomes and ensuring sustainable

workforce development.

Among the most pressing material management issues is the occurrence of large-scale material
theft, which poses substantial risks to project cost and integrity. Empirical evidence indicates that
these thefts often involve collusion by local employees or are exacerbated by fear-induced
silence, highlighting vulnerabilities in material and financial controls. This challenge necessitates
rigorous oversight mechanisms and trust-building measures rather than simplistic policy

mandates for localization.

Furthermore, while localization has advanced significantly, a limited number of foreign staff
remain indispensable—particularly to maintain communication with headquarters regarding data
statistics, compliance, and system integration. This reflects an adaptive localization model
prioritizing efficient knowledge transfer and organizational coherence over blanket replacement
policies. Such an approach aligns with global practices where localization proceeds as a gradual,

market-responsive substitution driven by cost control and performance.

4.5 Impact on Project and Organizational Performance
This section analyzes how the current employee localization practices, particularly the high
reliance on expatriate staff, affect the overall project efficiency, cost structure, and workforce

motivation within the Humusit — Estie Asphalt Road Project.

4.5.1 Project Efficiency
e Based on interview responses, approximately 70% of respondents including both local
and expatriate employees expressed the opinion that the project’s overreliance on

expatriate workforce negatively impacted operational efficiency.
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One significant factor cited was communication barriers: language differences between
Foreign expatriates and Ethiopian locals slowed down the flow of information, created
misunderstandings, and occasionally delayed decision-making processes. For example,

routine instructions required translation or repetition, affecting timely execution of tasks.

Moreover, the limited understanding of local contextual realities—such as local
regulations, community relations, and environmental factors—by many
expatriates hampered the project’s ability to adapt swiftly to on-the-ground challenges.
Local employees felt sidelined despite having critical contextual knowledge that could

improve problem-solving and workflow.

Several supervisors noted that the coordination between expatriate-led technical teams
and local labor groups was not always seamless, leading to occasional inefficiencies and

duplication of effort.

4.5.2 Project Costs

Human Resource managers disclosed that employing expatriates led to a substantial increase in

project costs, estimating an overhead of 25-30% above what would be expected with more

balanced localization.

These additional costs stemmed from expatriate-specific expenditures including:

Higher salary scales aligned with international standards.

Accommodation expenses such as housing allowances or onsite facilities tailored for

foreign workers.
Travel and relocation costs for expatriates and their families.

Various allowances and benefits designed to attract and retain expatriate staff.

This financial burden was particularly significant given Ethiopia’s limited resource pool and the

project’s budget constraints, potentially reducing funds available for investing in local workforce

development or community engagement activities.

4.5.3 Workforce Motivation and Empowerment

The survey data showed a mixed picture regarding motivation among local employees:
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e While 70% of local workers reported feeling motivated when given responsibilities
related to their skills, only 30% felt they were empowered sufficiently to perform at their

best or to influence workplace decisions.

e Many local employees pointed to the lack of trust from management and limited access to
leadership roles as major demotivating factors. The perception that expatriates dominate

important and profitable roles created feelings of exclusion among the local workforce.

e This lack of empowerment sometimes manifested in reduced initiative-taking, lower

morale, and less commitment to long-term career development within the project.

e On the other hand, expatriate supervisors acknowledged that motivating local employees
was a challenge, especially where they felt local staff’s potential was underutilized and

under-recognized.

The findings suggest that excessive dependence on expatriate staff in key roles adversely affects
project efficiency, primarily through communication difficulties and insufficient leveraging of
local knowledge. Financially, the expatriate workforce imposes a significant cost premium,
which impacts overall project budgeting and resource allocation. Lastly, while local employees
show motivation when entrusted with responsibilities, their limited empowerment and career
advancement opportunities dampen morale and may affect long-term organizational commitment.
These impacts highlight the importance of developing balanced localization strategies that

enhance cost-effectiveness, operational efficiency, and workforce engagement.

4.6 Challenges in Localization
This section outlines and discusses the primary challenges and barriers hindering effective
employee localization within the Humusit — Estie Asphalt Road Project, based on data collected

from questionnaires, interviews, and document reviews.

4.6.1 Lack of Qualified Local Professionals Matching Expatriate Expertise
e A major challenge frequently cited by both HR managers and expatriate supervisors is
the perceived shortage of local professionals with the specialized skills, experience, and

technical knowledge necessary for senior managerial and technical roles.
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e Many expatriates and local supervisors noted that while Ethiopia produces graduates
from engineering and technical programs, there often exists a gap between academic
qualifications and the practical expertise demanded by complex road construction

projects involving advanced machinery and international standards.

e This skills gap contributes to the reliance on expatriates, as project management tends to

prioritize proven experience over potential, delaying localization efforts.

e Some interviewees emphasized the need for improved alignment between local

educational institutions and industry requirements to address this barrier sustainably.

4.6.2 Management Preference for Expatriate Staff Citing Trust and Experience
e Interviews with HR personnel revealed a strong management preference for expatriate
staff in key positions, often justified by trust in their technical competence, work ethic,

and understanding of the contractor’s organizational culture.

e Several local employees expressed frustration over this preference, describing it as a form

of institutional bias that limits fair access to promotions and leadership roles.

e Expatriate managers themselves admitted that unfamiliarity with local staff or concerns
about accountability sometimes lead to a reluctance to delegate critical responsibilities to

local employees, reinforcing a cycle of minimal localization.

e This trust deficit can be compounded by inadequate integration efforts, were expatriate

teams’ function in silos, reducing collaboration opportunities with local hires.

4.6.3 Language and Cultural Barriers Hampering Communication and Training
e Language barriers represent a significant obstacle to effective localization. Most
expatriates communicate primarily in Mandarin or limited English, while local

employees predominantly speak Amharic and other regional languages.

e This linguistic divide complicates daily communication, technical training, and
knowledge transfer activities, often resulting in misunderstandings and reduced training

efficacy.
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e Cultural differences also influence workplace interaction styles, expectations, and

motivation, occasionally causing friction and hampering teamwork.

e Both local and expatriate respondents highlighted the need for language training
programs and cultural awareness workshops to mitigate these challenges and foster better

integration.

4.6.4 Weak Enforcement of Localization Policies by Government and Contractor
e Although Ethiopia has legislation and policies promoting localization in public
infrastructure projects, the enforcement mechanisms are perceived as weak or

inconsistent.

e Participants pointed to limited government monitoring of compliance and lack of clear

sanctions or incentives to encourage contractors to meet localization targets.

e The contractor’s internal commitment to localization was also questioned; HR managers
admitted that localization clauses are often treated as guidelines rather than binding

requirements, leading to superficial compliance rather than substantive change.

e This weak enforcement undermines efforts to increase local employment in critical roles,

allowing expatriate dominance to persist.

4.6.5 Insufficient Formal Training Frameworks
e Finally, the limited development and implementation of formal training, mentoring, and

career development frameworks emerged as a critical challenge.

e While some on-the-job learning takes place, there is no structured approach to
systematically upskill local employees or prepare them for leadership responsibilities

over time.

e This gap results in stagnation among local staff and perpetuates dependence on expatriate

expertise.

e Interviewees suggested that establishing comprehensive training programs, with
measurable objectives and progress tracking, could significantly enhance localization

outcomes.
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Several interrelated challenges impede meaningful localization in the Humusit — Estie Asphalt
Road Project. These include a shortage of suitably qualified local professionals, management’s
preference for experienced expatriates, significant communication challenges due to language
and cultural differences, weak policy enforcement, and the absence of formalized training
systems. Addressing these barriers holistically is essential for realizing the benefits of
localization, including improved project sustainability, cost reduction, and enhanced local

workforce empowerment.

4.7 Policy and Recommendation from Respondents
This section summarizes the perceptions of respondents regarding existing government and
contractor policies on employee localization, as well as their suggestions for improving

localization practices within the Humusit — Estie Asphalt Road Project.

4.7.1 Perceptions of Government Localization Policies

e The majority of respondents, including HR  managers and local
employees, acknowledged the presence of government policies aimed at promoting
employee localization in foreign-contracted infrastructure projects. These policies
generally mandate the progressive substitution of expatriates with qualified local staff to

enhance capacity building, cost efficiency, and local economic participation.

e However, many respondents described these policies as weakly enforced, with limited
practical oversight and follow-up by government regulatory bodies such as the Ethiopian

Roads Authority and the Ministry of Labor.

e Several interviewees observed that the lack of clear, standardized operational guidelines
and measurable localization targets created ambiguity around compliance requirements.

This often resulted in inconsistent application across different projects and contractors.

e Some local employees and supervisors expressed concerns that without effective
enforcement mechanisms, localization policies remain largely symbolic and fail to effect

meaningful change on the ground.
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4.7.2 Suggestions for Enhancing Localization Practices
Respondents proposed several actionable recommendations aimed at addressing the barriers

identified and strengthening localization efforts:

e [Establishment of compulsory localization quotas: A popular suggestion called for
introducing binding quotas or percentage targets for local employment at various levels
of the workforce, especially in managerial and technical positions. This quota system
could incentivize contractors to prioritize local recruitment and advancement, ensuring a

gradual and measurable increase in localization rates.

e Structured training and mentoring initiatives: It was widely recommended to develop
comprehensive, formal training programs combining classroom instruction, practical
workshops, and on-the-job mentoring. Such initiatives would systematically equip local
employees with the skills and competencies required to assume higher responsibilities

credibly and confidently.

e Improved communication channels: Respondents emphasized the need for enhancing
communication and cultural integration between expatriate and local employees to foster
better teamwork and knowledge sharing. Proposals included language training for both
groups (e.g., Mandarin lessons for locals, English and Ambharic for expatriates) and

intercultural workshops to reduce misunderstandings and build mutual respect.

e Stronger government monitoring and enforcement: Many respondents called for the
government to play a more active role in monitoring contractor compliance with
localization policies. Suggestions included conducting regular field audits, leveraging
third-party verification, imposing penalties for non-compliance, and offering incentives

such as tax breaks or contract preferences for exemplary localization performance.

e Transparent reporting and feedback mechanisms: Establishing clear reporting
structures and regular stakeholder forums were recommended to create accountability and
enable continuous dialogue among government agencies, contractors, and employees

regarding localization progress and challenges.

-35-



Assessment of Employee Localization Practice in Foreign-Contracted Road Projects in Ethiopia:
A Case Study of the Hamusit — Estie Asphalt Road Project

While the existence of government localization policies is well recognized, their current
implementation suffers from weak enforcement and lack of operational clarity. The collective
recommendations from respondents focus on creating a more robust and enforceable policy
environment, supported by structured capacity-building programs and effective communication
strategies. These measures are viewed as critical to overcoming existing barriers and achieving
meaningful localization that benefits the project, the local workforce, and the Ethiopian economy

at large.

Several respondents emphasized practical reasons why deeper localization lags despite
substantial local employment numbers. Their proposals therefore prioritize interventions that

address capability, communication, and trust, for example:

e Structured language training focusing on technical English (and basic Mandarin

awareness for key staff) coupled with bilingual technical documentation.

e Phased delegation models (joint-lead posts) where local staff shadow and then co-lead

with expatriates for defined periods, with measurable competency milestones.

e HR systems that combine /oyalty-building measures (e.g., performance-based incentives)
with transparent promotion criteria to increase managerial trust in local staff.
These recommendations directly respond to the practical impediments (language, systems,

loyalty, culture, skills) identified by both management and workers.

4.8 Discussion
The findings of this study on employee localization practices in the Humusit — Estie Asphalt
Road Project mirror and reinforce patterns identified in wider academic and industry literature

concerning foreign contractors’ involvement in Ethiopian infrastructure development.

4.8.1 Localization Approach and Trust Dynamics
Consistent with previous research, the study reveals that foreign contractors tend to adopt
a cautious and conservative approach to localization, characterized by a predominant reliance
on expatriate staff in managerial and technically critical roles. This cautiousness is largely driven
by concerns regarding the skills gap among local professionals, as highlighted by both

contractor management and project employees. The issue of trust emerges as a central theme:
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contractors demonstrate higher confidence in expatriate employees’ technical expertise, project
management skills, and familiarity with company procedures, which influences staffing

decisions.

This trust deficit, documented in broader literature on foreign direct investment and labor
practices, has tangible repercussions. It leads to limited delegation of authority to local staff,
constrains knowledge transfer, and ultimately slows the pace at which local employees can
assume leadership responsibilities. The present study corroborates these dynamics, noting
respondents’ perceptions of limited career opportunities and the persistence of expatriate

dominance.

4.8.2 Implications on Labor Cost and Project Budget
The study also highlights the significant cost implications associated with sustained expatriate
employment, which aligns with findings from prior studies on foreign-led projects in Ethiopia
and similar developing contexts. Higher expatriate salaries, accommodation allowances,
international travel expenses, and other expatriate-specific costs increase the overall project

budget by an estimated 25-30%, as reported by HR managers.

These elevated costs reduce the financial efficiency of the project and constrain available
resources for complementary activities such as local capacity building, community development
programs, or enhancement of workplace conditions. The economic downside emphasizes the
importance of pursuing greater localization, not only as a social equity imperative but also as a

sound financial strategy.

4.8.3 Project Sustainability and Local Empowerment
From a sustainability perspective, the current localization model presents challenges.
The limited empowerment of local employees and inadequate formal training frameworks
inhibit the development of a skilled local labor pool capable of independently managing
future infrastructure projects. Without progressive localization, Ethiopia risks continued
dependence on foreign expertise, undermining long-term self-reliance in its critical road

construction sector.
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Empirical evidence from similar projects globally suggests that sustained investment in local
workforce development—through structured training, mentoring, and clear career pathways—
can significantly enhance project sustainability, improve operational continuity, and boost local
economic benefits. This study’s findings reinforce this outlook and suggest that the Humusit —

Estie Asphalt Road Project could serve as a valuable case for implementing such best practices.

4.8.4 Role of Policy Enforcement and Capacity Building
The findings indicate that weak enforcement of localization policies by both government
agencies and contractors undermines progress, a challenge frequently highlighted in the
literature on labor localization in foreign direct investment projects. The absence of binding
quotas, rigorous monitoring, and punishments for non-compliance results in a localization

framework that lacks teeth and fails to incentivize genuine change.

Respondents call for stronger institutional mechanisms supported by clear, practical guidelines
and active government oversight. Such policy enforcement, combined with capacity-building
initiatives, including language training and cross-cultural integration, could facilitate more

effective localization.

4.8.5 Integrating Local Knowledge and Enhancing Communication
Finally, the study underscores the critical need to bridge communication and cultural gaps to
improve cooperation between expatriate and local staff. Research on construction projects in
multicultural settings consistently points to language and cultural barriers as significant obstacles

to teamwork, knowledge transfer, and productivity.

Proactive interventions such as bilingual training, intercultural workshops, and inclusive
management practices have been shown to alleviate these barriers, enhancing both employee
satisfaction and project outcomes. These measures could therefore be instrumental in improving

localization success on future Foreign-contracted projects in Ethiopia.

In sum, this study’s findings affirm that while Foreign contractors have contributed substantially
to Ethiopia’s road infrastructure, their conservative approach to localization shaped by concerns
about local skills and trust poses risks to cost-efficiency, sustainability, and local empowerment.

Addressing these issues requires a concerted effort to strengthen training programs, enforce
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localization policies robustly, and foster cultural integration. These steps are essential to

transform foreign-contracted projects into engines of sustainable local development.

4.8.6 Why senior localization lags despite high local hiring

The data from this study indicate a commonly overlooked pattern: high overall local employment

coexists with low local representation in senior technical and managerial roles. Interviews and

document reviews identify five interlinked causes that explain this phenomenon:

1.

Language and technical communication barriers. Expatriate supervisors commonly
operate in Mandarin and limited English; many technical discussions, design reviews and
contractual negotiations therefore occur in languages not fully shared by local staff. This
diminishes opportunities for local staff to participate meaningfully in higher-level

technical conversations and claim adjudication.

Divergent systems and procedural expectations. Foreign parent-company management
systems (e.g., reporting formats, quality control procedures, work planning cadence)
differ from Ethiopian conventions and from local expectations. Project managers often
prefer staff already fluent in the contractor’s internal systems to reduce risk of

misinterpretation—creating inertia against rapid localization into process-sensitive roles.

Trust, loyalty and risk aversion. Senior roles carry high accountability for technical and
contractual outcomes. Contractors indicate a preference for trusted personnel who have
long worked within company cultures. Managers reported that loyalty and predictable
adherence to company practices are valued highly when assigning positions that affect

project performance and international brand reputation.

Skills and experience gaps for high-responsibility posts. While many Ethiopian graduates
exist, significant gaps remain between academic qualifications and the hands-on
experience required for roles such as design lead, chief engineer, or contract manager in
complex DB projects. The lack of standardized, industry-focused professional pathways

reduces hiring confidence for senior appointments.

Administrative and regulatory friction (work permits). In the last two years a stricter

immigration environment has made work permits and IDs more difficult to obtain. This
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has accelerated local recruitment in many mid-to-low-level posts; however, it has also
produced short-term staffing pressures that favor retaining available expatriates in

leadership roles until suitable local replacements are certified and fully trusted.

Taken together, these causes show that the barrier to deeper localization is not solely reluctance
to employ locals, but a complex mix of linguistic, institutional, cultural, and capability
constraints. Policy and practice that focus exclusively on numerical quotas without addressing

these constraints risk superficial compliance without real transfer of responsibility.
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5. CONCLUSION AND RECOMMENDATION

5.1 Conclusions

This study examined employee localization practices within the Humusit — Estie Asphalt Road
Project, focusing specifically on Chinese contractors. The findings reveal a clear predominance
of expatriates in senior managerial and technical roles, while local employees occupy primarily
junior and semi-skilled positions. Limited formal training and mentoring programs, coupled with
language, cultural, and trust barriers, constrain effective knowledge transfer and the advancement

of local staff into leadership roles.

The reliance on expatriates also increases project costs and can negatively affect operational
efficiency and local employee empowerment. Weak enforcement of government localization
policies further limits progress, despite the presence of high local employment in lower-level

positions.

Overall, the study highlights that while local workforce participation is substantial at operational
levels, meaningful localization in senior and technical roles remains limited. Structured training,
stronger policy enforcement, and systematic capacity-building initiatives are essential to enhance

local participation, improve project sustainability, and reduce dependency on expatriate staff.

5.2. Recommendations

Based on the analysis and practical realities observed, the following nuanced recommendations

are proposed:

e Adopt a Market-Driven Localization Strategy:
Encourage firms to continue transitioning technical and managerial roles to qualified
local staff based on merit, loyalty, and cost-efficiency rather than enforced quotas. This
fosters genuine workforce development, preserves investor confidence, and maximizes

economic benefits sustainably.

o Strengthen Internal Controls Against Material Theft:
Given the high risk of material theft, implement stringent monitoring systems, including

digital inventory tracking and transparent financial audits. Foster a workplace culture of
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integrity through employee engagement and protection for whistleblowers to combat

collusion and fear-induced silence effectively.

e Maintain Strategic Foreign Expertise in Critical Functions:
Recognize the necessity for a lean cadre of foreign staff in key positions related to
compliance, data management, and technical liaison with headquarters to ensure smooth

operations and knowledge continuity during localization.

e Enhance Training and Capacity-Building Programs:
Invest in comprehensive training to build local managerial and technical competencies,

enabling accelerated, trust-worthy localization aligned with cost control imperatives.

Why managerial localization lags cause mapped to recommended interventions

Cause

Effect on localization

Recommended focused
intervention

Language barriers

Poor technical
communication — less
delegation

Targeted technical-English
training; bilingual
documentation

Divergent systems/procedures

Misalignment of
workflows and
reporting

Process alignment &
bilingual SOPs; joint-lead
roles

Loyalty/trust concerns

Preference for trusted
expatriates in senior
posts

Transparent performance
systems; phased co-lead
appointments

Skills/experience gaps

Low confidence in local
candidates for high-risk
roles

Accredited internships;
certification &
apprenticeship programs

Immigration uncertainty

Short-term staffing
pressure; risk-averse
retention

Staged localization policies
& predictable permit
pathways
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ANNEX: QUESTIONNAIRE AND INTERVIEW QUESTIONS

Questionnaire on Employee Localization Practices

Assessment of Employee Localization Practices in Chinese-Contracted Road Projects in
Ethiopia: A Case Study of the Humusit — Estie Asphalt Road Project
For HR managers, supervisors, expatriates, and local employees with leadership roles

Section 1: Demographic Information

1. What is your current position?
L] Managerial
L] Technical
0] Supervisory
L1 Skilled labor
0] Unskilled labor

2. Areyoua:
[0 Local employee
L] Expatriate employee

3. How many years have you worked on this project?
[l Less than 1 year
01 -3 years
L1 More than 3 years

Section 2: Localization Status and Opportunities

4. To what extent do you agree with the statement:
"Local employees have adequate opportunities to occupy managerial and technical
positions."”

O] Strongly agree

L1 Agree

U] Neutral

L] Disagree

[ Strongly disagree

5. How satisfied are you with the current level of employee localization on this project?
[ Very satisfied
] Satisfied
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O Neutral
[ Dissatisfied
[0 Very dissatisfied

Are there clear career development paths for local employees to advance into leadership
roles?

O Yes
O No
] Not sure

Section 3: Training and Knowledge Transfer

7.

Have you received any formal training or mentoring to improve your skills for higher
responsibilities?

L Yes

L No

How effective do you think the knowledge transfer from expatriate staff to local
employees is?

L1 Very effective

L1 Effective

L] Neutral

L] Ineffective

[ Very ineffective

Section 4: Impact on Project and Personal Development

9.

10.

How do you think the current localization practices affect overall project performance?
L1 Very positively

L1 Positively

] No impact

L] Negatively

L1 Very negatively

Do you feel motivated to perform better when local employees are given more
responsibilities?

0] Strongly agree

L] Agree

U] Neutral

-47 -



Assessment of Employee Localization Practice in Foreign-Contracted Road Projects in Ethiopia:
A Case Study of the Hamusit — Estie Asphalt Road Project

[ Disagree
0] Strongly disagree

Section 5: Challenges and Suggestions

11. What are the main barriers to increasing localization in this project? (Select all that apply)
L] Lack of qualified local staff

[ Preference for expatriates by management
L] Language and cultural barriers

O Insufficient training programs

L1 Policy enforcement issues

01 Other (please specify):

12. What suggestions do you have to improve localization practices in this project?
(Open-ended response)
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