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Purpose of “employment scenarios” is to:

Draw together common c:am_\mﬁmsqm:@ amongst
key stakeholders |

This is a journey to build g@@?t@ in a poorly .
understood area ,




» There is a large body of work produced
years, available on

- Sector studies: mining, agriculture,
construction, tourism, recycling, services

. Network industries — water, ports, qm___
m:m_\cgw., . T
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Phase 1 (dti/DST/HSRC)

»  Employment scenarios, plus background
notes

« Commentary on labour force participation
rates. ,

. Dmr:.nm csmBU_S\BmE & mBQov\BmE
targets.

« Exchange rates & mau_oxam:q@ﬁos;j.

« Potential employment in social sector
- EPWP: what are the constraints?

- Dynamic sectors - insight paper

«  Sector study: the contribution of one
services sector to asgisa employment,
growth and poverty objectives.

«  Link between informal and formal
economies.

. _um_o,ocjnoam projections

- The policy implications of education supply
and employability

< Demo mkbm:imi

Phase 2 Outputs

. mBQoV\BmR mom:m:om revised in the context of the
economic slowdown

Indicators owﬂn:m growth path

a. mB_@_eﬁdm:H _s

< SPA tool mmﬁ cv

he Economic Influence of
Infrastrt 9,5 mXDm:Q\E\m

c. Global moo:o_s_o O,:m_m

« The _Bnmoﬁ of the GEC on South Africa from a
financial Umavmoﬁ_é ;

+  International Uo__o< Smbo:mmm to the global
moo:oB_o o:m_m

mw,_ﬁT_ DQC mw:m m@Q QOODOB ies




Paraphrased from ILO website

O There is a high probability of mmi:@ sufficient income, whether
through one job or multiple economic opportunities. The
economy increasingly generates employment with a bias Sémam
the creation of decent work ovﬁo;cs_:mw and sustainable |
livelinoods.

O The majority of working people can achieve a sustainable and
acceptable standard of living through the combination of
earnings from work, private entitlements, and social protection.

O Human rights are ﬁmm_omoﬁmo_ in the process. This requires
~ freedom for people to express their concerns, organize and
participate in the decisions that affect their lives




¢ employment growing rapidly in relation to GDP growth /
e numbers of unemployed rose until 2002, then falls
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Employment can grow with:

«  Economic growth |
- More employment created at any rate of economic @8,3:

Economic growth sourced from:

-« Capital stock contribution

« Labour contribution
. P\oqcozs%
Forms of growth

- Extensive growth — where expansion in labour is central oo:E_uc.B« N
to growth. The economy is generating more low Qoa:o:iq output. |

« Intensive growth — where expansion in capital or cqoacoﬁzf Is
central contributor to growth. The economy is generating higher
value goods & services, or producing them in more efficient ways.

Zgﬁ_n_n nw
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surplus) it would appear that mxﬁ sm_<m growth
would Um desired.

i,

« This éoc_@ Um obvious for:

. a low income economy, é:mﬁm cost of labour low

and potential for global ooaﬁm::é:mmm based on
factor costs possible ‘

¢ an moo:o:é with a large Qo_jmm:o market that
can generate sufficient demand for these Qogcoﬁm N
to mo:~m<m scale economies




« Extensive growth path less obvious for
middle income country like SA

. Factor costs too high to be basis for competition

- Domestic market relatively small |

- Real wage growth urgent — in the long run, this
depends on productivity growth |

- Substantial dependence on fiscal system for
social delivery and transfers — requires tax
revenue




- Jobs in extensive growth come Q:.o
from the meQ_ Am@ m@:oc;cﬁmv

*




Traded mmoﬁoa o:mw best private sector hope for 5_@3@ real wages in long
term

Non-traded m,_._mnﬁ_\m offer easiest route to job creation

‘all thin Um_: ‘equal’, middle income & high SOOBm countries tend to
Soam 5@_< Svmﬁm on basis of productivity — esp w/entry of China

mm:mﬂmf\ oBUm.::<m3mmm in labour mdmowd_:@ :mamo_ sectors will be

If Qoacozss\ oma,ﬂ,,_um raised, real wages could sensibly follow

But :?oauo:i? is raised, employment created per rand output falls
A:m: 3@8 <mJ\ :6: output growth to offset this effect

Oomauo qmm__oom.ﬁ ion of factors to “dynamic production m:cQESm — central
to growt ,,Sommm

_339\& o: & learning

Oo%nmmgmam% es, linkages & networks




his poses dilemma

[ ]

Unlikely that sectors oosicg%@ to intensive
QBESEE generate quantity Qm jobs needed

Some strategy needed that msmgmm expansion op
dynamic sectors, but also extensive sectors. How!
‘can this be done without oosqmgamﬂoa\ policies?
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& At\‘

nnectedness :
; Forward
linkages

Domestically

measures

Past productivity growth
using log-linear trend

oI

Past @m@&mﬁmﬂﬂ% growth
using Hodrick Prescott
Filter , |

@Movm&%«
ommbﬁm@w
measures

Productivity Gap using

- Exchange rate

VI

%m@@ﬁnﬁSQ @ﬁu, Using

BPP

VIII

Th. s is first step — mxgmmm& to link to employment o




More
intensive

Less .
intensive AY

80.0 —

MO011998

MO011999 1
MO012000 ;
MO012001 é
MO012002 |
MO012003 E
MO012004 -
MO012005 -
MO012006
MO012007 -
MO012008 -
MO012009 -

This co ._uwn,@m the full sectoral multipliers with the gap between South African and US productivity using the rand-$
~exchange rate. The output of the top ten manufacturing sectors according to this index is then estimated as a share of
total manufacturing output for each month. Finally, this series is converted into an index, with the average share for
2000 as a base.

Source: davies and van seventer 2009






Source: Palma, 2006

Region 1960 1970 596 1958
Sub-Saharan Africa 44 48 55 55
Latin America 15.4 16.3 16.8 14.2

Southern Cone %@w&&, 17.4 172 16.6 11.8
West Asia and North Vwmnm 79 10.7 15.1 153
South Asia 8.7 9.2 13.0 13.9
East Asia (w/o China and Japan) 10.0 104 166 149

| ﬁnm ; 10.5 129 21.0 16.1
China 10.9 115 103 | 135 12.3
Third World 10.2 10.8 15 | 13.6 125
First World 265 268 241 201 173
N
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- Absolute upper limit on manuf empl

- growth = 1.5% pa. = 250,000 jobs or
5% of jobs target to 2014

- Global experience shows that 1% to
% pa would be more realistic in a
| fve scenario.
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ith certain special quali ﬁ@m% at




|f Bmsc%moﬁc%@ likely to generate max 250,000 jobs

. E:m«m else might jobs be sourced in Q§m3_o Qoi: promoting
mo.:s ies?

Higher Umahw\:mio services incl finance, transport, health,

etc. o

These m:m activities typically :o.w thought of as :mamo_

Could Em«\ @82 by 6% pa on a oozm_mﬁma basis, .Smm\mg
creating 1 m mn jobs???

- To E:mﬂ extent dependent on growth of other sectors?

- To ésmﬂ_mxﬁmz independent growth dynamic that can lead other

._.o é:mﬁ,mxﬁma do these sectors have same employment
rties as manufacturing? (eg high skill/low empl growth)?

7 %




« Chile and intensive growth
. Indonesia and extensive growth

S,

« Mexico — export @35? Ucﬁuaéwj not
exportlea 5

. Argentina and labour market regulation

Brazil — job absorption in the context of

“economic stagnation. |

- Thailand forced intensive growin——

e i,
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« Defining what dy 3@3&% means (not
mé@igazm with manufacturing) — see

try case studies in next. Q,m
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n 28% in 2004
,w,;__m%m mi@

sek to halve poverty by m_@“,h,\gcmﬁw m‘g m@m&




« 3 scenarios produced n:om\ to slowdown /
at 3%, 4.5% and mo\o m<, pa GDP
@833

et

< A A RSt

- Scenario 1 Qmaog_:mi:\ minerals path, with
mB@_B\BmE from non- -tradables and higher
wage inequality | s

L4

lead growth, with :_@:2 % employment from
fradables.

I —

Scenario 3 predominantly dynamic sectors o\

mw%mw way, @%m& most ,\QS to come \383 low hw@&gm:&@
ices. Question is: in what proportion? Ideally the greatest
possible % of jobs from dynamic sectors
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The global economic crisis will pose even ( m%@w
challenges to 2014 objectives .

Unlike some other countries, SA begins wi
large pre-existing challenges. Aim is not si
bounce back, but S‘mjmﬁ to move to inclusiv
@8%% vm%
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‘0 Existing workers who lose their jobs are badly affected. The majority of
:ccmm:o_am have only one worker.

,;,‘D If 250,000 net employment lost, Sm could affect at least 1 million people in
the short run.

O Working & middle classes — houses, pensions, debt

a Young school leavers, mm@mo_m_;\ Uﬂémmz the ages of 18 and 24, will be
~worst affected. Currently, there is less than a 50/50 chance of finding
employment and is likely to deteriorate dramatically over the coming
years. This poses a very serious social and economic challenge.

O This situation leaves the 3&.015\ of young people long-term unemployed
and alienated.

O Potential loss of capacity in dynamic industries

a Difficult to raising funds through tax or debt to meet major commitments
in social and economic infrastructure or social spending

?1»3 by 0




| Scenario 1

Scenario 2

Scenario 3

~ Growth derailed

2.5%

Slow recovery

- 3.3%

Bounce back , ,

4.5%

3.0%

Return to primary commodity
path as now: Resource-linked
exports & high domestic
orientation in employment

4.5%

Move to manufactures & services trade
path: more employment from traded

sectors

6.0%




2004 2024
Sectors Current Scenario 1 Scenario Z Scenario 3
Slow recovery and

return of primary Bounce back and

T commodity path as move to

. _oWw: manufactures &

Growth derailed Resource-linked  services trade path:

exports & high more employment

domestic orientation  from traded sectors

‘ in employment ,

ing & agticulture 9.2% 4.6% 5.8% 6.1%

,,E»m&»ﬁ:&sm 12.9% 7.5% 9.0% 11.2%

‘Dynamic services’ 13.4% 10.6% 12.8% 16.0%

Follower services & 21.8% 21.8% 23.8% 25.0%
construction .

Public sector & 15.5% 12.3% 13.5% 15.4%

Pprivate social services
TS & EPWP 27.1% 43.3% 35.0% 26.4%
: 100.0% 100.0% 100.0%

CrLEC N




Scenarigs - 2014

Non agricultural private

formal sector

Informal sector

real GDP | employment | employment employment | GDP ;
growth elasticity growth - 2004- growth - growth 2004
14 2004-14 -14
2.5% 0.70 - 1.19 0.70 1.19 1.28 |
3.3% 0.70 1.26 0.63 1.23 1.36
4.5% 0.70 1.36 0.55 1.28 1.55
Scenarios 2024
Non agricultural private Informal sector
formal sector , -
real GDP | employment | employment Employment | employment | GDP
growth elasticity | growth, | elasticity growth - growth -
2015 - 2004 - 24 2004-24 2004 - 24
2024
3.0% 0.72 1.24 0.55 1.18 1.72
4.5% 0.68 1.35 0.50 1.25 215
6.0% 0.64 1.406 0.35 1.23 2.78
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Tatget employment — &~ — Employment, exdl subsis agric (low senatic) u

—48— Employment, exd subsis agric (mid s@nario) ~——O-— Employment, exdl su bsis agric (high m@w@%@x

e GDP growth 2004 - 2014 in: , o
: _ﬁm‘i,wmmmmmﬁ _ 559 - short fall = mmw " WOUm ; \&Ta{x}x
« middle scenario = 3.3% - shortfall = 1.97 m jobs /

4 ‘m‘.m@m,;wﬂm_xmmm@ ﬂ%.mm\m  shortfall = .MLM . 3 s %%




2009 | 2010 | 2011 | 2012 | 2013
“Reducing pressure on the labour market (‘000s)
Govt Expanding FET opportunities, 80 176 291 330 600
; esp for 17 — 24 year olds
uovm available, additional to ones that would have otherwise existed ('000s)
Govt ﬂ
semi-skill public sector 25 50 50 50 50|
transitional jobs 25 50 75 75 75
State & NPO employment 30 75 138 193 270
incentive .»
EPWP 185 370 555 663 512]
subtotal 265 545 818 981 907
slowing avoidable retrenchment 25 40 40 40 40
special funds for distressed firm 5 15 15 15 15
re-alignment (IDC, etc)
small scale agric prod'n 50 125 200 275 350
local procurement 15 25 35 45 55
30 day payment 15 20 25 30 35
subtotal 110 225 315 405 495
Total additional due to special 375 770 1,133 1,386 1,402
Eﬁonﬁwﬁﬁobm

m.. OOE@Wmm

in SA.

sector opportunities ate not additive, while market based ones ate.
, nd skills opportunities pull people out of the labour market. To be conservative in the scenario
U ding, the figures above are 60% of the DoE targets put forward in the 2008 National Plan for




Employed/Unemployed ('000s)
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2013/4 (1)

= Number of EPWP jobs (mn)
N@Hw\ A,mgcm .

T GDP growth rate 33% | 3.3% with
i | special
. | intetventions
~ Non-interest spending R bn) | R473.8| R587.7| R628.8 R 628.8
" Jess Personnel expend (Rbn) | R 1723 | R230.6| R 2416 R 2416
Non-personnel expenditure | R301.5| R357.1| R 387.1 R 387.1
kssBEPWP (2)| R27| R594 R 45.3 R 15.2
,ngmmmwm amount available | R 298.8| R 297.7 R 341.8 R3719
for other public spending |
3.0 2.3 0.782

d SOW cost _ow Emm tructure

Other m

major m%@jﬁm
« social grants

« social infra %&aﬁ%
¢ @CONOMmIC

E ﬁ% ﬁﬁ? |




Essential to create as many jobs as possible
in ‘dynamic’ sectors |

How mi is be done?  _——
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» Most o@s@gm mmmﬁmggﬁmaamﬁmm m%gx.
package

e Q@mim nzn@ & Qcm @ @mﬁ in ma%%m% m,

Y mm<®£ma_

. Qo_u éoc_o« have been 3.9% E@jg

mvoS NOO\&

&

Assumes perfect response by private emﬁg

mm‘
no capacity mammmmﬁm mﬂm.
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Small firms are more labour absorbing il
ones. i’

Countries that mm mulated SME sector tended
have better m%mg%ﬁma outcomes Ag
vs Chile)

But SMEs @@3@5@ ﬁmw‘. 10% E 30% les
larger firms

In concentrated economies, @5@@%3@
been critical driver of growth in wﬁmﬁw

» Eg m%mﬁgu japan, korea, brazil



o mm_mnomg <m %wmm nced growth?

. Ioé 3%: resources devoted &F. ozm sector?

. é:m,m m ,m,%mmwgm‘mm of ‘return’
. mﬂ_\osammﬁ mg ies currently:
. MIDP Ammm; DCCs; no new ._ocm

S Amwoag in marketing & support mmgomm max
ngma al 280,000 new jobs?)

o Different mvn«omo: to services @839,

e im%mﬂ moommo Is gained %Sc@j

e mm@ﬁmm% (eg health insur _@v

. Infrastructure & project finance (Nepad)

. xaﬁ,m affairs regulation on movement of people
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- Unlikely market will generate many jobs for school leavers. Biggest
o:mzms@mm@ those under age 24.

¢ Aim to @msm_ﬁmﬂm up to 130,000 (2009) — 725,000(2014) opportunities
for <ocsm 1@016 not incl EPWP

1erate mo 000 (rising to 600,000) skills opportunities %«oc@: rapid
ex m. m_os of FET and other full time :m_ssm opportunities.

. ,.mBmwm%Bm?E ternship incentive for FET students?

; BU_mBmB _oc specs in the ﬁc_o__o service that enable entry for
low skill workers (eg auxiliary social workers, clerks for birth
ﬁmm_m:mzo: etc). Aim to generate 25,000 (rising to 50,000) new
ocno:c:&mm

o Sﬁoacom youth transitional jobs scheme, giving young people 12
303: 32 work experience. Aim to generate 25,000 (rising to 75,000)
‘ mm annually

arge ,Hmw .mw,\% (see below)
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