Dr. Miriam Altman

Exec Director

Employment, Growth & Development initi live
HSRC

April 12, 2307




m@@mg of @xcmg,@@ﬁ m.ﬁmﬂm education, he

; _.@2@@%3@m,a:%w.ﬁﬂé@%mg etc
m@ 25% oﬁ@}_,os_mm_\.@s, stunted due to malnutr

severe mmgg %m%m@%mmm.@gﬁm% Spal

ski mmm ﬁmgwmym m.m,w
.@éﬁ%@,ﬁﬁmw

..w‘%mm %EEM es

\;;‘m%\.@@ w‘é u @%E giza tis @% icularts &

sountry with HDI similar &

Dbias mz, m@%gﬁm@ opportu:

ﬂm

ific

3

s s
1y

e

f rmation,

poverty



=

- Strong fiscal system, with high tax complian: 2
and improved expenditure capability

» “Fiscal space”
« Substantial sovereignty in policy scope
. Social dialogue possible and happening

. Government has committed to objective ¢
halving unemployment and poverty from 20C - -
2014

Question = how to generate
development path that 1s more
labour absorbing, with best possible

access to economic opportunify &
social protection?
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- Draws together top decision-makers from
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-+ Independent reference group: no agreeme
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.+ What are the possible scenarios for employr
incomes?

- What are the policy choices and trade-offc?

éggﬁ%@m%ﬁmmmw@%ﬁ@mﬂﬁ%wﬁ@ﬁ@a&
implications?



- Market based
« Informal economy
= Survivalist activity

»  Public servic

&

Public works &
community care

here might jobs be
ﬁ%mwm@ & how?

Is the labour market

@

4@

aligned to the

development path?

Appropriateness of
education to
employability in
emerging economy

Labour market
functioning (eg
information, access)

@




®

@

ﬁ mi mmm% net new jobs 10 ﬁmm@@
nployment (about 4.2% ne
@%m@m@%ﬁ@% growth)

]

6.8 million net new jobs to halv
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Very slow growth in t tradables
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Main employment growth in mostly non-traded activity
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Unemployed,
4,440, 28%

Permanen: fo nal

ector, 6,008, 9%

| Informal moSﬂ, ) |
Non-permanent
| 2,402, 15% et |
M formal sector, |
., . 5 ; : Domestic work, 1,654, 11%
About 33% underemployed 1088, 7% |

. . o )

“Unemployment” rose dramatically over |9 Js
But ratio of non-working to working remat:




51% if direct

"

"
i —

FS - exports

24%

ct — then less than 1 million =

or about 7%

NFS
27%

S - Govi
14%

-



]
=
Y

==

) L
SCTVICES

70% of employment <2 O

i

|
|
m |
| |

employment from

foreign demand = 36% Services (frade) _ Agric and Mining |

8%
~ Manufac :
10%

18%

L

(&)

|
|

Manufacturing ”
a (trade)
About 50% of exports in 7o 50,
. . . . 0 S0
mining, minerals &
chemicals commodities |
, j
| Agric and Minin _ W
| g (1ade) 9 / Services |
| trade -
\ 1 . 27%
! 1170 \ |
Govt |
19%
Source: calculated from SEE, 2001. Based on van Seventer 2005, er
_ N o e B ST - T w )m

™ @

Direct & indirect



“Wage m@z%ﬁ@j@ﬂu: has been common expia

low skill unemployment
. based on experience of rising black wages between 1972 - 1985 &
stagnant white wages (although massive | inequalities persi: ing)

« |n 1990s find:
- “Wage divergence”
Rising high skill wages
. evidence of high skill ‘mark-ups’ due to shortages ¢
discrimination
Falling or stagnant low and semi
Growth in low productivity services

@

skill wages

@
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= Contracting out

Consistent with current employment creation

« high skills constraints & mark ups 1

slow FS emplovment growth
ploy g

1 wages consistent with precari -us low level

- fallin mw w skil
services jobs
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Racial wage gap:

- eg. skilled African men earn 43% less than their white courier; ars
(2003)
Coloured semi-skilled workers earn 40% more than their Al

counterparts (2003).
.+ In 1994 discrimination accounted for 29% of wage differental

White worker would have earned 28% less if no discriminatic
~atic

o Black worker would have earned 15% more if no discrimi:

Informal — formal:
o Informal sector workers earn 1/5 to 1% less than those with the ¢ ame
educational attainment in the formal sector
= For eg. a high school graduate earned R 2000 in the IFS, a
the FS on average (2002).
Urban — rural:
» Low rural earnings tied into sector profile
- Agric workers earn about 4 of average formal urban

earnings.
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39% of all workers earn les
To contextualise

. No official poverty line, but some say can be =&t it
fmg&a@% % 2000 = 4000 pp/pa. R 1000 is deiini 2
below poverty line.

- Optimal case: R 2500 pm, full'y r, 4 family er
R7500 pp/pa

. Realistic case: R2500 pm, 6 mo, 6 family me b
R2,500 pp/pa

. Of HHs with monthly expenditure of R @ﬁ@ A
R 1,2 c@ ~ 2,499: \m 3% %Q 28% say have “prible
meeting food needs sometimes, often or alwzys
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Approx 59% are found in the formal sector
« Expect to see them in certain services, informal sector, domiast : WorkK,

. But also 65% - 69% of craft & related, plant & machine ope!

75% are in private sector employment (+18% in self empl)

« Esp. agriculture, mining, manufacturing, construction, retail = d mestic
é@% transport

80% are not unionised
63% have “permanent” jobs
90% have not had any training that would help them at work

more than 50% of workers changed work status (formal, informa and
unemployment) between 2001-4.

Only 28% of those starting in the FS (in 2001) were still thera (i 2004)
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o Shift in relations from:
e Feudal ﬁ@% relations in agriculture
« Large — migrant labour, collecti

@@%% ﬁ@ﬁ
- Large factories, with collective organi
 To g%mﬁ @wm% isatior
o Living in closer proximity?
ofessional organisation & bargainin:
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precarious work
. This is the probable future of large scale job
creation
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Region 1960 1970

Sub-Saharan Africa 4.4 4.8 220 5.5 55
Latin America 15.4 16.3 105 16.8 142
Southern Cone and Brazil 17.4 17.2 162 16.6 118

West Asia and North Africa 7.9 10.7

Socuth Asia 8.7 92

Fast Asia (w/o China and Japan) 10.0 10.4 178 k 166 14.9

NICs 10.5 129 1 4

* Third World | 102 08 1.5, 136! 125

[irst World 26.5 26.8

Source: Palma, 2006

Not special to SA
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If manufacturing likely to generate max 150,000 — 570,0C .

. Where else might jobs be sourced in ‘dynamic’ grov. .
activities”
Higher paid services incl finance, business services, trancpe ', etc.

- Also tourism

There are also activities typically not thought of as 1r: dec st chas
health or personal services

Could they grow by 6% pa on a consistent basis, thereby -
mn jobs?77

- To what extent dependent on growth of other sectc::7?

. To what extent independent growth dynamic that c& le 2d other
sectors?

« To what extent do these sectors have same employ e 1
properties as manufacturing”? (eg high skill,/low emt g swih)?

. __..our research shows that manufacturing is - :
dependent on services (to buy its output) than .
way around
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2004 2014

i Scenario Scenario 4:
Scenario 2:same | Scenav 3 : T K

Sectors ﬁgﬁ " 1: same as for g

E - as for | 2000-5+ | dom ot

2000-5 public | orient: o

Smﬁm ag Dm& ture @.m@\o m.mo\o 6.1% 59
Manufacturing 12.8% 11.6% 10.5% 10.5¢ 12.5%
‘Dynamic services’ 17.1% 19.7% 17.9% 1554 21.6%
Follower services & construction 20.6% 23.8% 21.6% 205 20.4%
Public sector 14.6% 11.9% 11.3% 140 14.4%
IS & EPWP 25.7% 26.4% 32.6% 270 24.9%
Total 100.0% 100.0% 100.0% 10 100.0%

% SERVICES/F
% MANUF/FS
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75.3%
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2004

Remuneration pe:
month

R

<R1000 47.2%
R1000 —R2500 17.9%
>R2500 34.9%
Number employed 17 m
Strict unemployment

rate (rounded) 26.0%

Scenario 1:
same as for

2000-5

Scenario
same as for
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Avg
wage/mo?

@ half UE

Dep. ratio

Dep. ratio
@ 1/4 UE

{Income

from wages
per person,
pm - 2000

Income
from

person

pm@ 1/2
UE

wages per

500

5.7

5.1

R 58

R 87

Decile 2

500

5.1

4.6

R71

R 98

Decile 3

750

4.7

4.2

R124

R 160

Decile 4

1000

4.0

3.6

R 203

R 252

R280°

Decile 5

1250

33

3.0

R 310

R 374

R417.

1500

2.6

2.3

R 501

R 585

R 650

2000

2.0

1.8

R 863

R 985

0
~

10€.

2500

1.5

1.3

R 1,525

R 1,676

R 1,878

2.4

3 3
2.2

Average strict UE

13%

6%

Avg broad UE

18%

4 3G
WMO

Note: Average earning from emp
R 500 - R 1000 is about an &
85 % of workforce earn les
Source: IES 2000
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Initial scenarios process offer
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Diverse economy like SA: is hard to shift employme:

structure, even over 10 or 20 years?

O

bk

Difficulty in expanding sectors that enable real wag
growth, esp manufacturing

Even with rapid market-based employment creation,
large portion of unemployed will never work

Implications for earnings and contribution of employ:
growth for poverty reduction

Essential role of state in:

@

As employer

T

. In targeting public budgets appropriately for Uk

working poor.....balance in ALMP and social
insurance/social security
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Impact
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For example:
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smmﬁj mmc mgr mw_o: ‘and access credit services.
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olicy research questions — s0 ocial )
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- Social policy & social protection viz low s.
workers

° E@@w m role of the state in developing ¢ Jt ries
need to be m&%@%g to ,ﬁ mm IR
for social support to enable con ﬂiuﬂmmﬁﬂ
r<@rﬁ@©@@@

«  Are work-based entitliements, training, etc St ‘moded
in relation to emerging sources of employ 1€ a7
mmﬁﬁamﬁwz@@gﬁaﬂmmgmxmmggg@%@@3mmﬁuMﬂyzxﬁw
etc to reduce risk for low earners

. Social wage to reduce pressure on prival v 2ges



