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Abstract

This paper identifics some lahour market challenges faging Sauth Aftican youth. Tt
aims to promote debate as part of the HISRC's Youth Initiative.

In South Africa, youth are twice as likely to be unemployed, with 58% of young
prople aged 15-19 and 50% aged 20-24 uncmployed in 2005, However, the South
African concept of ‘youth’ (15-34 years old) might not be very helpful to a discussion
about labour markets, as about 309 of those aged 25-34 are unemployed, a rate thar is
far closer to the natlonal average, This is also a much larger group, accounting for
35% of the labour force and 40% of the unemployed.

In a context of very high unemplayment, the muin argument for focusing on ‘youth’
relates o wanting to contwin the cteation of a new generadon of lonp-term
uncmployed, Generally, the longer one is unemployed or undetemploved, the harder
it is o reverse the effects on self-esteem, ete. There is a high chance of long-term
unemployment amongst youth who have weaker searching skills and resources.

The paper also looks at the sot of labour matket dynamics youth in South Africa
face, particulacly interrogating ‘rules of thumb’ It poses questions in respect of
whether the Sourh African economy is creating low-skill jobs, whether education
helps labour market chances, and whether graduate unemployment is a problem
becausc youth are stwdying inappropriate subject aress, What sort of skills or
capabilities i3 required if employment s more likely to be sourced in the services
ecunomy? Should education focus on job-specific skills or on general capabilities such
as logic, ‘scarching’ and communication?

Two arcas are semctimes under-played in our thinking about youth libour marker
participation — the fact thar young African wotk-seckers are partcularly disadvantaped
— with extremely weak networks that would help them in the labour market and rarely
having any previows work cxpericnee. Secondly, hezlth starus will affect vouth labout
market patticipation severely, pardeularly with extremely high HIV prevalence rares
amongst young women undet aged 30,

The paper considers the likely future of work for most youny South Africans. This is
likely to be in low puid, low skill and precarious scevice sectors such as tetail,
restautants, office cleaning, and the like, Ilowever, employers are likely to want
higher educational attainment in future, even if this does not mean higher exmings.
Although the paper acknowledges that the informal sector will offer some
employment opportunities, it also shows that it is unlikely to act as a major source of
cmployment growth,  Sclf-cmployment is an unlikely route for most young people

" starting out, 45 experience is penerualy needed to succeed in business. Morcover, the
apartheid past dramatically redvced the culture of entrepreneurship, meaning that
younyg Africans sre unlikely to have grown up in & houschold with business people
who would have shaped their understanding of market opportunitics, and their access
to networks and know how.,

The paper further shows that government can play an importane role in facilicating
yourh into the labhour marker. In the eurrent policy frame, public sector employment
will be beneficial mainly to graduates as there is a skills bias i hiting, Hlowever, this is
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a policy choice. Public works will become an important source of job opportunitics
for a latge group of marginalised youth, with the vast majority of oppottunites to be
found in communiry-based social service delivery such ns early childhood

development or home- / community-hased care, which have a strong gender and
rural bizs.

The paper concludes with a set af policy challenges,
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1. Introduction

This paper aims to provoke policy debate on youth labour matket challenges in South
Africa. The paper does not seck o be comprehensive in its approach. A number of
‘tules-of-thumb’ or ‘truisms’ have emerged over dme, which 1 believe undermine

pood policy making,

I also believe that youth labour market policy may be focusing on clements that are
relevant for other countries, but are not necessatily central solutions in SA. Pre-labour
macket interventdons such as network building or work experience while in school are
ane example. A second example relates 1o health intervendons in a context where a
very high proportion of young wemen are infeeted with HTV,
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2. Why focus on ‘youth’?

Unemployment and associated poverty arc amongst the greatest socio-cconomic
challenges facing South Africa. Approximately one-quarter of the South African
labour foree is unemployed by the strict definition, In a context of extremely high
unemplayment, is there 3 reason 1o focus on ‘youth’, tather than “adules™

Youth unemployment is a global problem, partly because high unemployment is
found in almost all reydons of the world (with the excepdon of the US, South Asia,
and Fast Asia I1.03, 2004; TL.O 2007), Globally, youth aged 15-24 are three times
more likely to be unemployed than are adults Q1LO, 2006). There arc a number of

explanations, specific to vouth, why they generally have higher unemployment rates.
These include Mlatsheni, 2007):

. They have most recently acquired a job, and so when there 1s 2 downturn or a

company nceds to lay off, youth will be the first to go.

" They lack job scarch capabilities and networlis that are relevant to the labour
markct.
» They are ‘shopping around” for a job that meets their expectations. This

argument might be most relevant for young people coming from well-
resourced families,

They lack mobilicy and resourees to look for a job, They therefore stay close to
home where jobs may not be that ready available,

There is a measurement problem, since young people may be in and out of
studying, or studying and working. The most marginalised might not be
studying, wotking or looking,

Ton South Africa, youth are twice as likely to be unemployed. Table 1 shows that 58%
of young people aged 15-19 and 50% aged 20-24 were wnemployed in 2005, Those
aged 15-19 are a very small proportion of the labour force (3%), since they are mostly
studyinyg, Those aged 20-24 account for 14% of the labour force, but 27% of the
unemploved. Employment has been stagnant for this age group, as seen in Table 1.

The South African concept of ‘youth’ mipht not be very helpful to a discussion about
labout markcts, About 30% of those aged 25-34 are unemployed, a rate that is far
closer 1o the national average, This is also a much larger proup, accounting for 35% of
the labour force and 40% of the unemployed, Table 1 shows that this group is
accessing a latge portion of the new jobs being created in the cconomy. About half a
million jobs were tuken by this group between 2007 und 2005,

Both youth and adults find it hard to live with unemployment, particularly where there
are dependents. Tnoa conrexe of very high unemployment, the main argument tor
focusing on ‘youth’ relates to wanting to contain the creadon of 4 new generation of
long-term unemployed. Generally, the longer one is unemployed or underemployed,
the harder it is to reverse the effects on self-esteem, etc. Tn 2005, 2 quarter of
unemployed had been scarching for a job for one to three years. 35% had been
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looking fot three or more years, In addition, there arc those who have given up
laoking for a job, and are defined a3 “discouraged’, There is a high chance of long-
tetm unemploytent amongst youth who have weaker searching skills and resources.

Peer groups can have an important impact on leamers’ sense of their prospects, A
slightly older cohort that finds opportunitics will send a message back w those in
school. A very Targe proporton of African school leavers struggle to find work,
Although I will show that education docs improve labour matket chances, it would be
difficult for the individual to see this given that unemployment is so very high for
young African school leavers,

There is an even moere important long-term perspective. South Africa has a large
young population. This should offer what 18 known as a4 “demoggraphic dividend’,
where a large proportion of the population in economically active, thereby reducing
dependency ratios and poverty rates, and promeating growth, Hawever, this dividend
can only be earned if these young people are actually working, The tatger the group of
marginalised young people who remain un- or under-employed, the larger the threat
that dependeney ratios will rise as the demographic bulge passes. Over the longet
term, a large proup of adults who have been unable to save ot accumulate through
their productive years may now be dependent on a smaller group of younger people.
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Table 1 = Youth employment and unernployment by age

1997 1999 2001 2003 2005
Working age population
15-19 4,519,503 4,501,338 4,740,130 4,784 418 4,897 995
20-24 4,066,535 4,389,466 4,501,681 4,606,561 4,617,509
25-34 6,762,243 6,981,839 7,404,569 7,752,787 7,974,823
Strict labout force
15-10 261,915 396,956 516,900 441,134 RR0,154
20)-24 1,405,038 1.903,699 2307663 2,268,405 2,387,724
25-34 4037,530 4831759 5532833 5621733 5931,599
LFPR
15-19 6.1% 8.8% 10.9% 0.2%, 11.2%
20-24 34.6% 43.4%, 51.3% 49.2%, 51.7%
25-34 39.7% 69, 2%, 75,0% 72.5% T4.4%,
Strict unemployment
15-19 121,851 174,744 284 604 259 548 320,370
20-24 554 444 #21 416 1,229.713 1,224 348 1,201,080
25-34 077,046 1,314,299 1,913,461 1,709,301 1,778,330
Strict unemployment rates
15.19 46.5% 44,08% 55.1% £8.8% 58.2%
20-24 30.5% 43.1% 53.3% 54.0% R0.3%
25-34 24204, 27.2% 34.5% 30.4% 30.0%
Strict unemployment az % of total strict UE
15-19 5.1% 5.5% 6.1% 6.0% 7.2%
20-24 23.3% 29.6% 26.3% 28.4%, 27.0%
23-34 41.2% 41.0% 41.0% 39.6% #40.0%
Discouraged TE
15-19 205,841 418,698 349,474 414,880 393,184
20-24 661,369 957,449 H44,244 1,040,682 015,269
25-34 1,251,303 1,221,147 1,078,948 1,278,920 1,225,917
Discouraged UE as % of total discouraged UE
15-19 6.5 11.5;’/1» 10.94% 11.2% 11.2%
20-24 21.0% 26.3% 26.3% 28.0% 26.1%
25-34 39.7% 33.5% 33. 7% 34.5% 35.0%
Employment
15-19 140,064 222212 232,236 181,586 229778
20.24 850,594 1,082,283 1,077,950 1,044,057 1,186,644
25-34 1,059,584 3,517,460 3639372 3,012,432 4,153,269

Sawrce: Statistics Santh Afriza, October 1 lonsehold Surveys and Seprember Labour Foree Surveys

10



Youth lobour morket chollenges in South Africa

DRAFT

3. Labour market dynamics

What sort of labour market dynamics do vouth face? There are many rues of thumb
that do not necessarily reflect the reality, or at least that teflected in the statistics,

“The economy is not creating low-skill johs”

Figare 1 shows that the ratio of high-skill 1o low- and semi-skilled employment has
ternained constant over the past decade, at about 30% @ 70%.  Skills intensification
can be found within certain sectors, such as manufacturing, mining or agdeulture,
Hewever, the rapid expansion of low- and semi-skilled jobs is a function of a growing
SCLVICes cconomy in arcas like retail, restaurants, finance and business services,

Figure 1 - Ratio of high to low skill employment
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“Education no longer helps Iabour market chances”

Education definitcly helps! The unemployment rate falls deamatically with tising
educational attainment, especially if a post-mattic qualification, as seen in Figure 20
For cxample, abour 30% of those aged 25-34 with matric or less were unemployed,
compared to only 13% with a diploma or 8% with a university degree, Unemployment

Ut should be remembered that ‘matric® refers to those who sat in matric, not necessanly those who
actually obtained & matnc cerificate,
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tends to fall with age, so 2 higher level of education at an earlier stage in one's career is
definitely helpful to young people.

Figute 2 — Unemployment by age and educational attainment
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Nowree: Nrativiiee Sonth Afvica, Seplember T.abonr Doree Survey 2005

“Graduate unemployment is a big problem, and this is partly because
they are studying the wrong subjects”

In 2005, approximatcly 6.9%s of higher cducation and training (HET) graduates werce
unemployed, or about 130,000 people. About 12% of diploma graduates and 5% of
university graduares were unemployed. We estimated that the vacancy mate in 2002
was about 4% for high-skill and skilled levels, wanslating into 90,700 vacancies
(Woolard et al, 2003). By virtue of this information, we can sec that had all vacancies
been filled, graduate unemployment might have been hulved. However, information 1s
not pettect and people arc not perfectly matched to opportunitics, so some mismarch
is always lkely, Graduate unemployment is frustrating to those expericneing it, and a
great loss to the cconamy. Tt should be addreessed easily through matching and re-
skilling programmes, Howevet, it can be compared to moze than four million people
who are unemployed overall.

It is possible that people are not studyimyr appropriste subject areas, artending
insotutions that are trccc)gniscd by cmployers, or nhtaining sufficient prior work
experience that might help rhem to ger 4 foor in the door, Although there is a strong
view that too many African graduates are studying humanitics and education, and not
enough commerce ar hard sciences, the evidence shows the opposite. A study by
Bhorat (2003) shows that the unemployment rates for Afrcan humanities graduates is
about 8.0%, opposed to 21.5% for commetce graduates. As the public sector
expands, there is active encouragement to study education. We may find that as the
sctvices cconomy cxpands, employers will search for basic capabilities in logic,
communication, writing and comprchension.

12
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...And some other factors that are underplayed...
Networks and prevlous experlence

Suceess in the labour market can be linked to previous cxpeticnee, both in actually
working but alsa in searching, There is Jess to differendate youth, since they are most
likcly to have very similar (CVs and background experience. The way rthey present
themselves, their involvement in social, sport or community activides, and their
“work-rcadiness” can make a big difference 1o their aliliy 10 acquire their first job.

One of the most important ways of finding 4 job is through networks. However, few
African work-seckets use this approach. Miatsheni {2007} shows that the Mitchell™s
Plain/Khayelitsha and the Cape Area Panel Study (CAPS) surveys indicated that 55%
of t.'cspcmdcnts found their current jobr through friends and relatives. However, the
Labour Fotee Survey (2005) shows that only 10% of those aged 15-30 use nerworks
to find a job. This has a specific race dynamie, since Aftican youth are less likely to
have networks that will help them to find a job. Figure 3 shows how utban African
youth have become disassociated from social organisation, In 1992, 78% said they
were affiliared ro rome organisation, especially church or sports, By 2000, only 43%
were affiliated to an organisation. As many African youth grow up in households
without a wage earner, there is a question as to how young people obtain information
about possible futures and labour martket paths.

Figure 3 - Social networks of urban African youth, 1992 and 2000
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Cietting a “first” jobh can be a challenge for young people as it can rely on expericnce.
This is a dilemma since, by definition, youth cannot really be expected to have directly
relevant experience. Lam et al (2007) ofter results from the Cape Area Panel Study
(CAP) which show that the attainment of some work cxperence vardes considerably
by race. For example, they found that:
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At age 17, vver balf of white males and femaler veport hating worked in the last year, compared to
anly 1% of African fonates and 7% of African males. Colowered yowth ave in between, with 26% of
both males and fervales having worked in the last year at age 17, At age 22 only 24% of African
Sfemcle and 35% of African wales report baving worked in the last year, compared to over 73% of
the ather fawr gender! race gronpe, . By age 20, anty 20% of African females and 31% of African
wtetles Bate ever done any paid nork, wsing a very broad definition. In contrast, 86% of white females
and 0% of white males have done paid work. " (Lam et al. 2007, pg 23).

They go on to reflect on the labour matket expericnee of school leavers, by race:

Cbowt 30V of colonred males are already working in the first month after they leave school
(typically the January after the end of their last year in schood).  Abaut 20% of the colawred malkes
were already working during the last fonr months before leaving sehool. "Vhe percentage of colonred
siailes with jols viser fairly vapidly during the first vis months out af school, reaehing abowt 50% after
sice months, AAfrican males start at @ mwch lewer base, with only abowt 10% working in the first
aranth gfter leaving scheol, and make relatively little progress in finding work during the entive first
year. Thir sngeests that dropiang ont of sehool In arder to work is a relatively wiinsportant cause of
leatirng sehool for Africans. The rate of job-finding increases during the second year for Afvicans,
visiug frome 10% 2o 40% between wonih 12 and wmonth 20 (pote that the sarple remaine constan!
across ponths)™ (Lam e al, 2007, py 24),

Health status

Health is the second area that will affect youth labour market participation,
Precatiousness in a highly uncqual socicty is particulatly a problem in the context of
the spread of HIV and ATDS and rubergulosiz (IB), and is especially felt in Sub-
Saharan Africa, In South Africa, the average HIV infection rate is 13%, but
prevalence amongst youny labour market entrants s quite extraordinary, partculacly
amongst women. Approximately 33% of all women between the ages 25-29 have
contracted H1V. Onc-quatter of those aped 30-34 arc HIV positive (Shisana et al,,
2005). This will cleatly impuct on the precadousness of livelihoods. Government has
adopted a policy to distribute antirctrovirals (ARVs). However, only 200,000 of the
eligible one millon receive ARVs, partly due to slow delivery in the public sector, The
private health sector is primarily accessed through medical insurance schemes, but
only 15% of all South Africans and 7% of Afticans are members of such schemes,
Health carc accounts for approximarely 9% of gross domestic produgt (GDP) — bur
about G0% of this expenditure goes to the 15% on medical insurance (Marais, 2006).
Health-care reform is a complex question, not being broached here. But it ia clear that
access to ARVs and H1V-related services will be essental in managing the impact of
the disease on individuals, houschold poverty and the labour market. Funeral and life
insurance for low-income families can be an imporant coneribution where funerals
arc commaon and costly, cspecially if it involves the loss of a breadwinner. There is a
longer-term issue as well: in a decade or two, the children of these young wormen will
enter the labour marker.

14
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4. Where might jobs come from?

4.1. Market-based employment

The vast majority of new employment is likely o arise in private formal services, This
has been true for the past 30 vears, and will probably continue into the future, It is a
rrend that is not unigue to South Africa,

The big outstanding question is o what extent employment will be created in sectors
that tend to pay higher wages, These particularly include manufacturing, mining and
skill-intensive scctors, This is an cxtremely impottant link between employment and
poverty teduction The majority of working people (64%) camed less than R2,500 per
month in 2004, and almost 40% earned less than R1,000 per month, A wage carner in
peorer households (in deciles 1-4) suppotes sis to seven people on average. This
explaing why about half the populstion currentdy falls below Mational Treasury’s
proposed poverty line of R430 per person per month, which is slightly higher than the
Millenniurn Development Goals (MDG) target of US52/day. Real wages have not
been growing across the cconomy for low- and semi-skilled workers over the past
decade {although v is possible w find increases in some well-ogranised sectors like
mining or metal manufacturing) (Wootard & Woolard, 2006), This is pardy due to the
cxpansion of the services economy, with large numbers of low-paid, precarious jobs.
Valodia (2006} shows that there is a high degree of churning in the labour market,
with constant job changes over short periods of dme. In the context of high
unemployment, weak conrracrs teanglate into weak bargaining power and therefore
lirnited wage growth,

The implication is thar the majority of young people will find low-skill, low-paid,
insceure service sector employment. Even if working full-time, they will find
themselves living in decp poverty unless other measures are taken 1o either reduce the
cost of living or raise the ‘social wage’. Although apparently low-skill work, it is
probuble that employers will increasingly require at least a matrie, if not a diploma, for
work that previously required less than a matric, Such employees might feel angry as
they see a minority carning vast multiples and living a high life made possible by dsing
wage inequality and earnings.

The informal sector will offer opportunities, bat it is unlikely to act as a major source
of emplovment growth, In South Africa, the formal sector is growing faster than the
informal relative o (GDIP, Enrrepreneurship is an atttactive policy optiong, particulacly
where formal employment growth s slow, This would have been the case had there
been a strong entreprencurial culture and artisan community; however, aparthbedd
dramatically diminished these skills and capabilities. Younyr people are generally not
raised in families where they learn the ropes as they grow up, Entreprencurship
usually comes with expetience. Only a very small proportion of young people (6% of
youth aged 15-30} is self-cmployed. Perhaps this could be expanded. However, in the
South African context, more might be pained from generating first work and
mentonng expedences,

15@&
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Total, 1997-2005 Average annual Bector employment
(%) Emwth (Ya) in 2005 {*000g)
Manufacturing 6.2 0.8 1,467
Construction 75.1 4.4 618
Finance 836.4 10.8 1,238
Trade . 58.1 73 1.6848
Community services 21.0 2.6 2033
Total formal sector
employment 26.2 33 8,812
TFS 107.4 13.4 1,954
Domestic workers ‘9_6 1.2 1,018

Sonree: Statistics 84, October Housebald Survey and Sept I abonr Surveye

4.2. Rolc of the public sector

Government can play an important role in facilitating youth into the labour marker,
For example, Moleke (2006) found that 70% of black graduates found their first
employment cxpericnec in the public sector. In the South African context, the public
sector has accelerared employment equity, ¢an help young people to overcome their
luck of experience and has o wide repdonal distributional net which can be important
whete youth have difficulty scarching. Althaugh the public sector stagnated for some
years, it is growing again, It will likely generate between one and two million new jobs
aver the next 20 years, In the current policy frame, this will be beneficial to graduates
as there i3 a skills bias i hiring, The pay scales, with minimum rutes just below
R0,000) per anmun, will discoumge direct hiring of lower skili employees such as
porters of cleaners. In the market, these workers might carn R10,000 or R15,000 per
annum. These services arc more likely to he outsourced and fewer low-skill workers
will bencfit from public cmployment. An alternative might invelve the introduction of
an intermediate youth job entty scheme.

Public works will became an important source of job opportunities for a large group
of marginalised youth, The H5RC employment scenarios show that, if the cconomy
grows by 6% or 3% per annum, between 600,000 and 2.8-million Expanded Public
Works Programme (EPWT) type jobs will e needed by 2074 1o meet Government’s
commitment to halve unemployment. This compares to about 300,000 BPWTP jobs
created in 2006, Pay in these jobs is abour the same as that for a domestic or an
agericultural woeker, The vast mujotity of oppottunities would be found in community-
bascd social scrvice delivery such as carly childhood development (ECD) or home- /
community-hased care. As such, there will be o strong gender and rural bias.

16
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Some policy trade-offs/choices

Is there something special about vouth, in the context of extremcly high
unemployment? Ts rhere a need for special youth policies, or simply economic
policy that generates faster employment growth?

Youth defined as 15-34 years old is not very helpful to policy-making or
targeting, The groups 15-19, 20-24 and 25-34 are quite distinet and have
different needs.

Where such a large proportion of youwrh is unemploved, should policy focus on
those who are relatively less or relatively mote murnginalised? Success in
generating some cmployment for youth that are not so marginalised may hreed
success for thelr more murginalised peers. On the other hand, less marginaliscd
vouth muy be able to take care of themselves, and the more marginalised may
need more forceful action. Tr is worth remembering that youth aged 15-34
contrihute about 11-million people o the lbour force, taking into account
thosc who arc employed, unemployed and discouraged.

Entrepreneurship is such an attractive idea when job creation is slow. However,
in a contest of 4 wenk cultute of entreprencurship and artisans, would an
emphasis on jub creation be more appropriate, cspecially for the younger
groupings?

If employment is mare likely to be sourced in the services econormy, what sort
of skills or capabilities 1s required? Should education focus on job-specific skills
or on general capabilitics such as logic, *searching’ and communication?

Can the absence of job-scarch supporting networks be cmulated through state
or civil suclety organisations? If they are not, whe might organise the vouth?

What role might be identified for the public sector in generating first-work
oppottunities for youth?
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