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INITIATIVES & PARTNERSHIPS

EMPLOYMENT PROMOTION PROGRAMME (EPP)

During 2010 to 201 | the DPRU was involved in the third
phase of the Employment Promotion Programme (EPP).

The programme is managed by the Unit and brings
business, labour and government representatives
together, with the aim of promoting an enabling policy
environment for employment creation in South Africa.

The initiative is funded by the UK Government, through
the UK Department for International Development
(DFID).

Its specific purpose is to remove systemic constraints
to employment growth in order to achieve a reduction
of the percentage of people unemployed in South Africa,
in line with one of the South African Government’s key
policy objectives.

There are AYH thematic areas of project focus within
the EPP that have been revised to take into account
the impact of the global economic downturn and the
nature of economic policy interventions that have
emerged in recent years.

The thematic areas are:

. Measures to reduce priority skills gaps in the
South African economy are identified and
implemented

2. Micro and macro regulations and processes to
be more conducive to employment creation

3. Reviewing and formulating strategies
addressing precarious work conditions and
contributing to decent work opportunities

4. To review and reflect on the quality of growth
and employment generating strategies

5 Strengthening capacity and institutions for
social dialogue and partnerships for
employment creation
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RESEARCH, PROJECTS & OUTPUTS

Training Layoff Scheme (TLS)

EPP provided support for the implementation of the
TLS, a measure proposed in the Framework for SA’s
Response to the International Economic Crisis, aiming
to avoid retrenchment of workers. Up until August 201 1,
more than || 000 jobs were “saved”.

Discussions within Government and with the social
partners focus on the TLS possibly becoming a permanent
alternative to retrenchments.

Regulatory Impact Assessment (RIA)

EPP 1l funding enabled the Department of Labour to
commission a RIA of the amendments to key pieces of
SA’s Labour Legislation in 2010.

The RIA report highlighted the potential impact
on employment creation and attempted to provide
alternative options,resulting in the proposed amendments
being withdrawn. As a result of the report, 900 000 jobs
were saved.

EPP still provides support for legal advisors to
Government, Organised Business and Organised Labour,
as they re-negotiate the amendments.

Community Works Programme (CWP)

With EPP support, the CWP has piloted new approaches
to public employment at the community level, and has
now been successfully integrated into the Expanded
Public Works Programme. By December 2010, 80 000
jobs were created at various sites across the country.
EPP supports the impact assessment of CWP to secure
funding to ultimately upscale CWP to reach one million
participants by 2014.

www.epp.uct.ac.za



BROOKINGS INSTITUTE: AFRICA GROWTH INITIATIVE (AGI)

Africa Growth Initiative
at BROOKINGS

The DPRU’s international engagement in 2010 and 201 |
saw the Unit join the Africa Growth Initiative (AGl), in
partnership with the Brookings Institute in the United
States, as the South African partner institution.

Most analysts and research institutions agree that if
Africa is to achieve transformative progress, policy
solutions must come from African sources. Brookings’
Global Economy and Development launched the AGI in
September 2008 to build leading research capacity on
economic and developmental policy solutions in Africa.

The Initiative establishes an integrated programme that
combines incisive, rigorous academic research with long-
term partnerships with Africa’s thought leaders and
emerging policy experts to address issues of growth and
development on the continent.

In 2010, AGI established an ambitious new approach
to achieving its goal, which to date is unequalled in
Washington’s policy research community.

JUST JOBS NETWORK

Just)obs

NETWORK

The DPRU is a core member of the Just Jobs Network, a
global network of think tanks and institutions.

The Network advocates to ensure that the creation of
“just jobs” (complete with labour rights, appropriate
remuneration, social protections such as health care and
pensions, and opportunities for economic mobility) is a
prime focus in international and national policies.

Introduced as a new programme at the Center for
American Progress (CAP) on 7 October 2011, Just Jobs
seeks to “extend the benefits of economic integration

AGI announced formal partnerships with six leading

African think tanks:

I. Consortium pour la Recherche Economique et
Sociale (CRES) in Senegal

2. The Development Policy Research Unit (DPRU),
University of Cape Town, in South Africa

3. The Economic Policy Research Center (EPRC) in
Uganda

4. The Institute of Statistical, Social, and Economic
Research (ISSER) at the University of Ghana

5. The Kenya Institute for Public Policy Research and
Analysis (KIPPRA)

6. The Nigerian Institute for Social and Economic
Research (NISER)

Research conducted by the DPRU, in terms of the
partnership, includes an analysis of claims on the South
African Unemployment Insurance Fund (UIF), research
into the effectiveness of South Africa’s labour dispute
resolution system and an investigation of the variation
in rates of inflation experienced by different types of
households.

This three-year partnership will see the DPRU’s research
reach a far broader international policymaking audience.

www.brookings.edu/about/projects/africa-growth

and trade to all of the workers who power the global
economy”’.

Center for American Progress President and Chief
Executive Officer, John D. Podesta, and Associate
Director of International Economic Policy, Sabina
Dewan, introduced the programme saying:

“Creating enough jobs is one of the most pressing
challenges confronting the United States and economies
worldwide. But creating jobs domestically depends, in
part, on creating them abroad. Without a global focus
on “just” jobs... promoting broad-based, sustainable
economic growth anywhere is just an aspiration... that
must be turned into reality.”

www.americanprogress.org/projects/just-jobs/view/




RESEARCH UNIT

1]

-ceveoement roucy [

RESEARCH ACTIVITIES

DEVELOPMENT OF CASE MANAGEMENT REPORTING AND
STATISTICAL ANALYSIS TOOLS FOR THE CCMA

The Commission for Mediation, Conciliation and
Arbitration (CCMA) was established in terms of
the Labour Relations Act (LRA), No 66 of 1995 (as
amended), as one of the main institutions to deal with
labour disputes in South Africa.

Since its inception, the CCMA has operated an electronic
Case Management System (CMS) - a live database that
captures case details to track cases referred and dealt
with. The CMS has the capacity to store a range of data
on dispute resolution outcomes.

However, despite being one of the most valued sources
of labour market data in the country, this capacity is
currently largely limited to high level outcomes, which
are mainly operationally driven.

The CMS therefore could potentially be further
enhanced to extract additional value added data which
could improve on the CCMA’s own internal efficiency
and more generally inform more effective labour market
policy interventions.

The aim of this project was twofold: firstly, to analyse
the data currently collected and stored on the CMS and

identify areas for improvement, and secondly, to identify
additional data which could be collected and captured
on the CMS in order to improve the functioning of the
CCMA, as well as enhance research in the area of dispute
resolution in South Africa.

In other words, the broad objective of this project was
to enhance the CMS to ensure that required fields
are available for data capture. This entailed both the
improvement of existing fields to ensure that they are
user-friendly and effective, and the creation of additional
fields in order to capture other relevant labour market
data.

The current CCMA reporting tool was assessed to
explore the possible adoption of an enhanced or new
tool and to contribute to the improvement of the
CCMAs internal research capacity.

In addition, an appropriate reporting tool needed to be
implemented to enhance quantitative research on user
trends and other data from the CMS, to benefit both
the CCMA and other stakeholders in the labour market
environment.

ASSOCIATED OUTPUTS & PUBLICATIONS

Research Report: “Enhancing the CCMA’s Dispute Resolution and Labour Market Data”

FUNDER

This research was commissioned by the CCMA, and funded by the Employment Promotion Programme (EPP).



RESEARCH ACTIVITIES

IMPROVING THE CCMA'’S INFORMATION SUPPORT TO MUTUAL

INTEREST MEDIATORS

The Commission for Mediation, Conciliation and
Arbitration’s (CCMA) mutual interest mediators
perform a vital function within the country’s labour
relations system.

In order to perform this function however, mediators
require up to date, reliable information pertaining to the
relevant sector, but also to the broader macroeconomic

context within which firms and workers find themselves.

At the same time, the information must be seen by all
parties to be unbiased.

FUNDER

This research is commissioned by the CCMA.

This project involves capacity building with the CCMA’s
research unit to enable them to provide information
support to mediators.

Assistance has been provided to facilitate the production
of fact sheets for mediators relating to their particular
cases through the setting up of a ‘data hub’, containing
various data series.

All data included is either official data published by

Statistics South Africa or the South African Reserve
Bank, or has been derived directly from official data.
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RESEARCH ACTIVITIES

UNDERSTANDING LABOUR MARKET OUTCOMES & EFFICIENCY IN
SOUTH AFRICA: THE ROLE OF DISPUTE RESOLUTION AND

RETRENCHMENTS

In explaining and understanding unemployment in post-
apartheid South Africa, a number of both supply- and
demand-side factors have been posited, including poor
labour-absorptive capacity of economic growth, skills-
biased employment, the rise in labour force participation,
and institutionalised labour market rigidity.

This research focuses specifically on South Africa’s
institutionalised dispute resolution body — the
Commission for Conciliation, Mediation, and Arbitration
(CCMA). The empirical link between industrial disputes,
a function of quantity and efficiency parameters of the
CCMA, and employment levels in the domestic labour
market, are all evaluated.

An augmented Lazear model is utilised; where a two-
stage, endogeneity-corrected, least-square model is used
to predict the impact of differentially measured indices

of industrial disputes on time and regional variation in
employment levels in South Africa.

The results suggest that the number of cases brought
to the dispute resolution body on aggregate, has a
detrimental impact on employment. However, this
only holds true for more advanced dispute resolution
processes as well as more complex processes, whilst
the simpler procedures witnessed no adjustment at the
extensive margin. Likewise, the efficiency with which
industrial disputes are resolved within the South African
labour market appears to be a critical factor for both job
creation and job destruction.

The study therefore indicates that in an economy as
starved of jobs as South Africa is, an improved and more
efficient dispute resolution body is imperative in order
to minimise employment losses.

ASSOCIATED OUTPUTS & PUBLICATIONS

Ongoing project, paper “The Determinants of Labour Market Disputes and Efficiency in South Africa” to be published in

2013.

FUNDER

This research is part-funded by the Africa Growth Initiative, at the Brookings Institute.



RESEARCH ACTIVITIES

ANALYSIS OF THE CLAIMS ON THE UIF

This study examines the claiming behaviour of
unemployment benefit recipients within the South
African Unemployment Insurance Fund (UIF) system.

The design of the UIF system in South Africa is crucial
in determining access to the system in terms of days
of benefits, as well as determining benefit amounts.
Those who have never worked before, informal sector
workers and government employees are excluded from
claiming UIF. In turn, eligible contributors are entitled to
one day of unemployment benefits for every six days
of employment but a contributor may only accrue a
maximum of 238 days (or 34 weeks) of benefits at any
given time.

The benefit amount for claimants is dependent on
the wage level of the contributor prior to applying for
unemployment insurance, with low income claimants
eligible to receive a larger proportion of their salary in

benefits while high income claimants are eligible for a
lower proportion of their salary in benefits.

The UIF system is stringent in that the days of benefits
are dependent on prior work history, though income
replacement benefits are progressive with regard to
previous income.

The data shows that females, youth, poorer claimants
and contract employees face the lowest potential claim
days when claiming, while youth, poorer claimants and
claimants with relatively short potential claim periods
are eligible to claim a relatively larger proportion of their
previous employment salaries as replacement benefits.

Importantly, between 2005 and 201 [, those with the
lowest potential claim periods were also subject to
lower absolute benefits compared to their wealthier
counterparts.

ASSOCIATED OUTPUTS & PUBLICATIONS

WP 12/147 - The Newly Unemployed and the UIF Take-up Rate in the South African Labour Market
Paper to be published in 2013: “Unemployment Insurance in South Africa.A Descriptive Overview of Claimants and

Claims”

FUNDER

This research is part-funded by the Africa Growth Initiative, at the Brookings Institute, and the Employment

Promotion Programme (EPP).
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RESEARCH ACTIVITIES

INFLATION INEQUALITY IN SOUTH AFRICA

The inflation crisis of 2008 drew greater attention to the
varying experiences of inflation in South Africa and, in
particular, to the fact that different groups within society
may have significantly differing inflation experiences.
The groups may be defined according to income level,
but may also be categorised according to demographic,
labour market and other characteristics.

The first aim of this research is to investigate differences
in the inflation rates experienced by different types of
households. Instead of using income/expenditure to
group households, various labour market and household
structure characteristics are used.

The groups analysed include grant recipient households,
unskilled worker households, unionised worker
households and households with children. In each case,
group-specific inflation rates are compared with the
all urban inflation rate. This allows us to see whether

the experience of inflation of a particular group
of households deviates significantly from all urban
households and, as a consequence, whether there
may be a need for using group-specific price indices
in applications where the purchasing power of these
households is to be preserved.

The second aim of this research looks at the extent
to which the all urban inflation rate is representative
of individual households. Here, inflation rates are
calculated for individual households and the distribution
of these household inflation rates is analysed.

One question that is addressed is the extent to which
households are located close to the overall inflation
rate. A high proportion of households within, say, one
percentage point of the overall inflation rate would
indicate that the latter is a good proxy for inflation
rates of individual households.

ASSOCIATED OUTPUTS & PUBLICATIONS

“Inflation inequality in SA:An investigation into the variation in inflation rates across households between 1997 and 2008”

FUNDER

This research is part-funded by the Africa Growth Initiative, at the Brookings Institute.



RESEARCH ACTIVITIES

PRO-POOR GROWTH AND SOCIAL PROJECTION IN SOUTH AFRICA:

EXPLORING THE INTERACTIONS

The post-1994 period in the South African economy
is characterised, perhaps most powerfully, by the fact
that the economy recorded one of its longest periods
of positive economic growth in the country’s history.
Indeed, for the period 1994 to 2008 (inclusive of the
early recession in 2008) South Africa’s annual growth in
real GDP averaged 3.6 percent per annum.

One of the more vexing issues within the economic
policy terrain in post-apartheid South Africa though,
has been the impact of this consistently positive growth
performance on social welfare. In particular, there has
been a rich debate within South Africa around the impact
of economic growth on poverty and inequality in the
post-1994 era.

This study evaluates the impact of this long-term
economic growth on household poverty and inequality
in South Africa.

The report provides a brief overview of the shifts in
poverty and inequality between 1995 and 2005, before
estimating how the growth in the expenditures of the
poor have fared relative to the rich over this period.

The role of state social assistance in generating the
growth-distribution outcomes is analysed; in particular,
how the provision of social grants has played a role in
mitigating the impact of the increasing levels of income
inequality over the period.

ASSOCIATED OUTPUTS & PUBLICATIONS

Pro-Poor Growth and Social Projection in South Africa: Exploring the Interactions

FUNDER

This research was commissioned by the Presidency and the National Planning Commission (NPC).
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RESEARCH ACTIVITIES

IMPACT ASSESSMENT OF NATIONAL SKILLS DEVELOPMENT STRATEGY
Il: SCARCE SKILLS INFORMATION DISSEMINATION:
A STUDY OF THE SETAS IN SOUTH AFRICA

The broad aim of this study is to evaluate how
information on scarce skills is disseminated by SETAs to
various roleplayers in the economy, and (if possible) the
impact of this dissemination on study/training choices of
students, learners and workers.

We find that changes in absolute numbers of scarce skills
between the two lists are primarily the result of changes
in occupations included in the two lists.

Occupations with high numbers of scarce skills in the most
recently published National Scarce Skills list (2008) are
engineering and artisan-related occupations, education-
related occupations, call centre operators, community

and personal service workers (welfare support workers,
nurses, security officers, dental assistants, funeral
workers) and other science-related occupations.

Furthermore,managers across a spectrum of occupations
arein shortsupply according to the list,while certain types
of clerical and administrative workers, sales workers,
machinery operators and drivers, and technicians and
trades workers are also undersupplied.

Perceived scarcities are thus widespread across a variety
of occupations and industries.

ASSOCIATED OUTPUTS & PUBLICATIONS

“A Scarce Skills Information Dissemination:A Study of the SETAs in South Africa - Measuring the impact of disseminated
information on critical skills according to the number of learners placed at completion of programmes (indicator 1.2)”

http://www.hsrc.ac.za/Research_Publication-22524.

FUNDER

The research was commissioned by the Department of Labour, as part of the Impact Assessment of the National

Skills Development Strategy (NSDS) II.



RESEARCH ACTIVITIES

MEASURING THE IMPACT OF WORK EXPERIENCE GRANTS ON
LEARNER /| GRADUATES PLACEMENT RATES

Unemployment remains one of the key socioeconomic
policy challenges facing South Africa. One of the common
threads of analyses of South Africa’s unemployment
problem points to the difficulties posed by a lack of
work experience to employers and jobseekers alike.
Potential employees lacking work experience may be
less productive relative to their more experienced
counterparts, while information asymmetries present
considerable risks for employers.

Work experience grants (WEG) represent one
intervention that aims to promote the employability of
members of the labour force by providing individuals
with access to work experience without imposing
requirements of permanent employment on employers.
Potential benefits are available to both individual learners
and employers: learners are enabled to improve their
employability, while employers are able to address some
of the information asymmetries they face.

Within the NSDS I, work experience grants are
intended to enhance the employability of participants
and are expected to lead directly to employment for the
majority of participants.

The aim of this research was to provide an assessment
of the scope and nature of Setas’ interventions relating
work experience grants, with a particular focus on the
post-participation labour market outcomes of learners.

The research focuses on trends in participation and
placement in work experience grant programmes, using
data from the NSDS Quarterly Monitoring Reports
(QMR) covering the 2008/09 financial year, data gleaned
from Setas’ annual reports and data provided directly by
Setas in response to a questionnaire.

The research also investigates some of the more practical
issues surrounding work experience programmes
as implemented by the Setas, including budgetary
issues, some of the challenges experienced by Setas
in implementing these programmes, the alignment of
WEG programmes with scarce skills requirements and
the public availability of information regarding these
programmes.

A final component investigates employers’ experiences
and perceptions of work experience grants.

ASSOCIATED OUTPUTS & PUBLICATIONS

“The impact of work experience grants on learner placement:An investigation into the measurement of the effectiveness of

Work Experience Grant”
http://www.hsrc.ac.za/Research_Publication-22525.phtml

FUNDER

The research was commissioned by the Department of Labour, as part of the Impact Assessment of the National

Skills Development Strategy (NSDS) II.
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RESEARCH ACTIVITIES

SOUTH AFRICAN JOBS LOSSES DURING THE GLOBAL RECESSION

With the onset of the global financial crisis in 2008, the
local economy’s immunity was short-lived as the real
effect was felt globally.

In October 2008, South Africa experienced its first
recession in almost seventeen years, with significant
consequences for the country’s labour market.

Evidence shows that particularly young African, male or
female workers with incomplete schooling suffered most

in terms of job losses.

Apart from the decline in employment, the South African

labour force also contracted for the first time in the
post-apartheid period.

This study tests the hypothesis that South Africa suffered
a disproportionate number of job losses relative to
the magnitude of the recession as measured by the
contraction in output.

The specific determinants of the decline in employment
during the economic crisis are also investigated, in an
attempt at isolating those factors which may have
contributed to the country’s relatively large contraction
in employment.

ASSOCIATED OUTPUTS & PUBLICATIONS

Ongoing project, papers to be published in 2013.

FUNDER

The research was commissioned by the Employment Promotion Programme.



RESEARCH ACTIVITIES

SHAPING SOCIAL PROTECTION IN AFRICA: ESTIMATES OF NATIONAL
TRANSFER ACCOUNTS FOR SOUTH AFRICA

This research forms part of a five-country Africa project
focussing on social protection in Africa through the lens
of the National Transfer Accounts (NTA) methodology.

In turn, the Africa project forms part of a larger
international research effort that aims to develop and
refine the NTA methodology, while producing NTA
estimates for as many countries around the world as
possible.

The NTA methodology revolves around the generational
economy, which is defined as:

(1) the social institutions and economic mechanisms used
by each generation or age group to produce, consume,
share, and save resources;

(2) the economic flows across generations or age groups
that characterize the generational economy;

(3) explicit and implicit contracts that govern
intergenerational flows;

(4) the intergenerational distribution of income or
consumption that results from the foregoing.

There are four activities that are central to the
generational economy, namely working, consuming,
sharing and saving. Consumption occurs throughout the
lifecycle, although the level varies by age. As a result, the
young and the old are typically unable to finance the cost
of their consumption on their own. The remaining two
activities — sharing and saving — represent the only means
through which the young and old are able to bridge this

gap.

This research estimates National Transfer Accounts for
South Africa for 2005, and aims to describe the way in
which the population consumes and how it finances its
consumption, formally or informally, through work, assets
and transfers.

ASSOCIATED OUTPUTS & PUBLICATIONS

Ongoing project. “Shaping Social Protection in South Africa:The National Transfer Accounts Approach for South Africa” to

be published in 2013.

FUNDER

This research is funded by the International Development Research Centre (IDRC) through the African Economic

Research Consortium (AERC).
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RESEARCH ACTIVITIES

ASSESSING THE EMPLOYMENT IMPACT OF THE STATE

The labour market lies at the centre of the poverty-
inequality-growth nexus in South Africa. Considerable
policy effort has been directed at the problems within the
labour market and it is universally accepted that without
greater employment inequality cannot be effectively or
sustainably addressed.

Perhaps the primary role of government within the
labour market is its policymaking role. It is responsible for
legislating and enforcing, for example, minimum standards
of safety, remuneration and benefits, protecting workers
from exploitation. It is also in a position to influence
aggregate employment through promoting or restricting
private sector employment growth via various types of
policies.

Similarly, through its policies in terms of education and
training, government can help ensure the availability of
appropriate human capital stocks that would support
economic and employment growth.

Apart from their role in setting the policy environment,
governments around the world are key roleplayers in
their domestic labour markets as direct employers of
labour.

Obviously, governments require labour in order to fulfil
their obligations in terms of their various functions, but

since the Great Depression there have also been varying
degrees of emphasis on the state’s ability to create
employment in situations of insufficient labour demand.

As a result, various governments have tried to raise
aggregate employment — thereby reducing poverty
— through public works programmes or through the
establishment or expansion of state-owned enterprises.

As employers of labour, governments impact
employment directly and this direct impact should
technically be relatively straightforward. Through their
role as policymakers, governments impact employment
indirectly and this indirect impact is considerably more
complex and difficult to measure.

This paper aims to quantify the direct impact of the
South African Government on employment, through its
role as an employer of labour. The research draws on a
variety of different data sources and covers employment
at national, provincial and local government level, as well
as employment within the country’s various state-owned
enterprises.

In addition, the Expanded Public Works Programme
(EPWP), as a policy intervention with a direct impact as
an employer of labour, is included.

ASSOCIATED OUTPUTS & PUBLICATIONS

Research Report: “Assessing the Employment Impact of the State: a baseline study”.

FUNDER

The research was commissioned by the Employment Promotion Programme.



RESEARCH ACTIVITIES

MONITORING THE PERFORMANCE OF THE SOUTH AFRICAN LABOUR

MARKET

Statistics South Africa collects comprehensive labour
market data through the Quarterly Labour Force Surveys
(QLFS) as part of its broader programme of survey
data collection. Results of each survey are published in
Statistical Releases, which discuss only headline results.
As a result, a need for timely and more detailed analysis
of QLFS results was identified and this project aimed to
fulfil this need.

The aim of this research was to provide an overview of
changes in various labour market indicators in a user-
friendly format.

The factsheets are intended to provide accessible
labour market information for the use of all interested
social partner stakeholders to enable and promote
debate on key labour market issues, while monitoring

current labour market trends. The research entails the
production of two main types of outputs, namely quick
release factsheets and detailed factsheets.

The quick release factsheets are short summarised
versions of some of the main trends identified from the
official Statistical Releases, prior to the release of the
actual data.

The detailed factsheets use the released data to provide
more detailed, standardised analyses of labour market
trends over the preceding 12 month period.

In total, the project produced four quick release and four
detailed factsheets. In addition, three sectoral factsheets
were published detailing trends relating to farm workers,
domestic workers and the business services sector.

ASSOCIATED OUTPUTS & PUBLICATIONS

All eight Fact Sheets for Monitoring the Performance of the SA Labour Market | are available at

www.dpru.uct.ac.za:

An Overview of the South African Labour Market from Quarter 3 of 2010 to Quarter 3 of 201 |
An Overview of the South African Labour Market from Quarter 2 of 2010 to Quarter 2 of 201 |
An Overview of the South African Labour Market from Quarter 3 of 2009 to Quarter 3 of 2010
An Overview of the South African Labour Market from Quarter 2 of 2009 to Quarter 2 of 2010
Key Findings from the 201 1Q2 Quarterly Labour Force Survey Statistical Release
Key Findings from the 201 1QI Quarterly Labour Force Survey Statistical Release
Key Findings from the 2010Q4 Quarterly Labour Force Survey Statistical Release
Key Findings from the 2010Q3 Quarterly Labour Force Survey Statistical Release

FUNDER

The research was commissioned by the Employment Promotion Programme.
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RESEARCH ACTIVITIES

PROVINCIAL ECONOMIC REVIEW & OUTLOOK 2010 & 201

After important gains in employment were made during
the mid-2000s, the international financial crisis sent the
South African economy into its first recession in the
post-apartheid era.While the effects of the recession on
output were shortlived, the impact on the labour market
has been significant.

Indeed, the first quarter of 2011 marked the first time
since the 2009 Q2 that the labour market did not
record a year-on-year contraction in employment. The
Western Cape did not escape the labour market turmoil
that characterises the national labour market. Indeed,
unemployment in the province has risen rapidly, despite
stagnant employment levels.

The research, for the Western Cape Provincial Treasury’s
Provincial Economic Review and Outlook 201 I, shows
that whereas the national labour market was hard hit by
the recession, employment in the Western Cape declined
less steeply.

Discouragement in the province actually declined over
the period and, as a result, the lack of job creation
translated into rapid growth in narrow unemployment.
Amongst the unemployed, rising numbers of job losers
and declines in the number of job leavers point to tight
labour market conditions.

National patterns of labour market disadvantage — by
race, gender, age and education — are echoed within the

provincial labour market. Relative to their shares of the
provincial labour force, Africans are over-represented in
unemployment and under-represented in employment,
while Whites are over-represented in employment
and under-represented in unemployment. As a result,
unemployment rates are highest amongst Africans,
followed by Coloureds and then Whites.

The disadvantaged positions of young people and of
those with poor educations within the labour market
remain: unemployment amongst 15 to 24 year olds is
twice the provincial average, while being a third higher
than the provincial average amongst those with primary
or incomplete secondary education.

Sectoral decompositions of employment in the Western
Cape point to considerable weakness in employment in
the primary sector, specifically in agriculture, forestry
and fishing, echoing national trends.

The informal sector is considerably smaller relative to
total employment in the Western Cape than is the case
in South Africa as a whole.Africans are over-represented
in informal sector employment relative to their shares
of the labour force, as are men and those with relatively
low levels of education.

While the sector may be small in the province, there
is scope for growth if suitable policy interventions are
made.

ASSOCIATED OUTPUTS & PUBLICATIONS

Labour Market Dynamics in the Western Cape

FUNDER

The research was commissioned by the Provincial Government Western Cape Provincial Treasury.



RESEARCH ACTIVITIES

TOWARDS ECONOMIC TRANSFORMATION AND GROWTH: A REVIEW OF

THE SOUTH AFRICAN ECONOMY

Sub-Saharan Africa is the world’s poorest region, with
average real GDP per capita income in 2008 just over
one-third that of the rest of the developing world.

Despite recent improvements in economic growth
rates over the past decade, the region’s average GDP
per capita growth rate between 1980 and 2008 was
barely positive, compared to 2.5 percent for developing
economies generally.

Thus, poverty remains high, with roughly half the region’s
population earning less than US$1 per day.

Structurally, the region is characterised by stagnation,
with output and exports in most countries dominated
by the primary sector.

There are very few instances of countries developing
international competitiveness in any part of the
manufacturing sector, while the same is true in services
(apart for tourism, where several countries have
performed well).

This research forms part of a set of country case studies
that look at prospects for economic transformation and
the constraints and challenges facing policymakers in this
regard. Although South Africa has a diversified economy
that is, in many respects, further developed than any
other on the continent, it too faces significant challenges.

Manufacturing performance remains weak and the
country faces one of the highest rates of unemployment
in the world.

Further, in some areas, such as broadband access and
logistics, South Africa’s advantage over other African
countries has been significantly eroded (or even entirely
eliminated) as the latter make substantial improvements.

The research echoes the widely held view that South
Africa faces a set of binding constraints: each constraint
on its own holds the economy back from achieving
the required levels of economic growth, but all need
resolution before such growth rates are achieved.

ASSOCIATED OUTPUTS & PUBLICATIONS

Research Report: “Towards Economic Transformation and Growth:A review of the South African Economy”

FUNDER

The research is funded by the African Center for Economic Transformation (ACET).
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LOW PAID WORK IN SOUTH AFRICA

South Africa faces pressing developmental challenges
nearly two decades after the end of apartheid. Poverty
remains widespread and income inequality is amongst
the highest in the world.

Key to the long-term resolution of these problems is an
efficient labour market in which participants are able to
compete on an equal footing and where the vast majority
of participants are able to find employment.

At the same time, consideration must be given to the
nature of the employment opportunities provided to
workseekers, with particular emphasis on the levels and
distribution of remuneration associated with these jobs.

Much research effort has been dedicated at understanding
wages, their determinants and the inequality in their
distribution in South Africa. Generally,the findings in terms
of earnings functions are consistent with the broader
evidence surrounding advantage and disadvantage within
the South African labour market.

This research, however, focuses instead on low earnings
amongst those in wage employment, covering the period

from 1995 to 2007. Not much work has been done in
this regard for South Africa, with only a paper by Valodia
et al. (2006) specifically detailing low-waged employment.

Low-paid work is defined in the paper in three ways:
an absolute definition of two dollars per day; a relative
definition of two-thirds of the median wage; and a ‘real’
definition that deflates the monetary value of the 2007
relative definition cut-offs.

The paper estimates the incidence of low pay in
South Africa over the period, identifying key trends,
and investigates some of the determinants of low-
pay incidence. The key focus within the latter section
is understanding the potential role of trade union
membership and wage minima.

Incorporating data on sectoral determinations, which
set sectoral wage minima (often by location) for sectors
where collective bargaining is weak, into the Labour
Force Survey data, the paper seeks to investigate the
extent to which these sectoral determinations have
been associated with changes in the incidence of low-
paid work since 2000.

ASSOCIATED OUTPUTS & PUBLICATIONS

Conference paper: “Low Pay and Policy in South Africa”

Low Pay in South Africa, International Labour Review 151(3):pp.173-192.

FUNDER

The research was funded by the International Labour Organisation (ILO).
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SKILLS SHORTAGES IN THE WESTERN CAPE

The South African economy is characterised by, on the
one hand, high levels of unemployment, but on the
other hand, severe shortages of skills demanded by
the economy.

Critical shortages exist across the high and semi-
skilled spectrum, ranging from professionals such as
engineers to artisans and technically trained workers.
In addition, most industries are experiencing shortages
at the senior and middle management levels. As a
result, the Joint Initiative for Priority Skills Acquisition
(JIPSA) was established in March 2006 to address
the acquisition of scarce and priority skills (The
Presidency, 2007:6, 7).

The objective of this study is to estimate the current
and future shortages in the Western Cape Province
of Professionals (at all professional and technical
levels) in the four fields identified by JIPSA as high
profile priority skills areas, namely specialist high
level planning and engineering skills for the network
industries, engineering skills for infrastructure and
housing development, planning and management
capacity in the public education and health sectors,
and town and regional planning skills.

The study consists of four phases. The first entails
defining the scope of the analysis. The occupations
and industries covered by the proposed analysis
are mapped to the official data sources to be used,
namely as the Labour Force Surveys and Quarterly
Labour Force Surveys conducted by Statistics South

Africa. After matching the occupations to the relevant
occupation and industry codes, the total number of
people employed in these occupations is estimated, and
the growth rates in employment over the 2004 to 2009
period is calculated.

The second phase focuses on estimating the future
demand for labour in the priority areas. Using the
estimated changes in the employment in the defined
occupations between 2004 and 2009 along with the
provincial GDP growth rates for this period, the output-
employment elasticities for the period are estimated.
Using these elasticities, the labour demand outcomes of
different growth scenarios are calculated.

The third phase of the study attempts to estimate the
future supply of the skills in question. These skills are
generally provided by Higher Education Institutions
(HEIs) such as universities and universities of technology.
Four HEI’s are located in theWestern Cape, with three of
them universities (University of Cape Town, Stellenbosch
University and the University of the Western Cape) and
a University of Technology, the Cape Peninsula University
of Technology. Using the enrolment plans from the HEls,
the future enrolments in SET (Science, Engineering, and
Technology) fields and the future supply of SET graduates
is estimated for the 2010 to 2020 period.

The fourth and concluding phase calculates the difference
in the estimated future demand and supply of these
occupations, in order to estimate the future shortages of
the identified priority skills in the Western Cape.

ASSOCIATED OUTPUTS & PUBLICATIONS

Research Report: “A Study into the Supply and Demand of Professionals in the Network Industries, Infrastructure and

Housing, Planning, Health and Education Sectors”

FUNDER

The research was commissioned by the Office of the Premier, Provincial Government of the Western Cape.
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DETERMINING HOW EFFECTIVE THE SECTORAL DETERMINATIONS HAVE
ADDRESSED THE PLIGHT OF VULNERABLE WORKERS IN SOUTH AFRICA

In South Africa there are currently eleven sectoral
determinations, or wage minima, governing vulnerable
workers in different sectors of the economy, namely
Forestry, Agriculture, Contract Cleaning, Children in
the Performance of Advertising, Artistic and Cultural
Activities (under fifteen years of age), Taxi Operators,
Civil Engineering, Learnerships, Private Security, Domestic
Workers,Wholesale and Retails, and Hospitality.

The purpose of this study is to undertake an analysis
of the impact of these sectoral determinations on
vulnerable workers in South Africa, and furthermore to
provide a brief analysis of the framework within which
sectoral determinations are set.

The study consists of two parts. The first concentrates
on the impact of sectoral determinations on three
labour market outcomes, namely wages, poverty and
employment levels. Since enforcement of minimum
wages is a concern, particularly in developing countries
like South Africa, the study also analyse compliance of
employers with minimum wage legislation in regulated
sectors.

The study finds significantly high levels of non-compliance
in South Africa of employers with minimum wage laws.
Furthermore, the number of labour inspectors is found
to be a key determinant of compliance levels. In order
to assess the effect of the sectoral determinations on
wage levels, the study first considers whether the actual

wages earned by workers is higher than the mandated
minimum wage, and secondly, whether wage levels of
covered workers have been rising over time due to the
introduction of minimum wages in the specified sectors.

The study then turns to a more formal analysis of the
impact of minimum wages on poverty. In identifying the
individual poverty effects of minimum wage legislation,
the proportion of covered and uncovered workers by
household poverty status before and after the institution
of minimum wage legislation is considered. In other
words, the study analyses the impact of minimum wage
legislation on the poverty status of individuals, measured
by their household poverty. The employment effects of
the sectoral determinations are then considered.

The second component of the study considers the
framework for setting sectoral determinations, giving
due consideration to a few pertinent issues:

* Whether the earnings threshold above which
workers are ineligible from benefitting from sectoral
determinations is empirically justified and sound.

* The study examines the steps and procedures through
which sectoral determinations are created, from
investigation of workers in sectors of the economy to
final promulgation of sectoral determinations, making
recommendations where possible.

ASSOCIATED OUTPUTS & PUBLICATIONS

Addressing the Plight of Vulnerable Workers:The Role of Sectoral Determinations

FUNDER

The research was commissioned by the Department of Labour.
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ANATOMY OF A CRISIS

The global financial crisis of 2008 has made a significant
influence on the South African economy. Approximately
700 000 individuals lost their jobs and average output
declined by -1.7% from period quarter three of 2008 to
the same quarter of 2009.

This crisis is unquestionably the greatest challenge
imposed on the existing labour market conditions and
policy interventions in South Africa since the millennium.
South Africa is a small developing economy that is in
desperate need for more discrete employments in order
to counteract the inherited poverty problem.

This need however, cannot be met without a strong and
stable employment growth, corroborated by a significant,
long run average output growth in the broader economy,
to outpace population growth and other social economic
disturbances and alleviate poverty.

For almost two decades, this goal of attaining consistent
output growth has been steadily achieved in South
Africa, largely due to high external demand for primary
commodities.

However, with the onset of the crisis, several mechanisms
including a precipitous plunge in global demand, a decline
in global trade and tightening of trade finance, negatively
affects the South African economy.

Despite the fact that South Africa do not have any
significant exposure to the sub-prime mortgage market
and asset-backed securities that sparked the financial
crisis in the first place.

The chief objective of this paper is thus to describe the
key features and attributes of the financial crisis within
South African context.

The approach is by analysing, in both broad and detailed
manner, the employment and output shifts in pre- and
post-crisis periods,and to call attention to any asymmetry
that exists between the two periods, thereby defining
how the financial crisis has influenced the South African
economy and its labour market conditions.

The South African Reserve Bank (SARB) database for
macroeconomic data, Labour Force Survey (LFS) of both
annual and quarterly data for employment, associated
with the Statistics South Africa (Stat SA) for specific
output data were utilised.

The anatomy of the crisis is described through a quasi-
time series with a main focus on shaping the ultimate
consequences of this crisis on the South African
employment conditions.

ASSOCIATED OUTPUTS & PUBLICATIONS

Research Report: “An Anatomy of a Crisis:The South African Labour Market Pre- and Post-Recession”

FUNDER

The research was funded by the International Labour Organisation (ILO).
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MINIMUM WAGE LEGISLATION, ENFORCEMENT AND LABOUR
OUTCOMES: ARGENTINA, COSTA RICE AND SOUTH AFRICA

Analytical studies and their concomitant economic policy
debates around the impact of labour regulation regimes,
both within-country and at the cross-country level, are
omnipresent in the literature.

These range from detailed studies around the impact of
minimum wage laws on employment and output in both
developed and developing countries, to the more recent
assessment of the differential ranking of an economy’s
labour laws in the Doing Business Surveys of the World
Bank.

Counter-balancing this rich work on the impact of
labour regulations in general, and minimum wage laws
in particular, is an extremely sparse literature on the
enforcement of the relevant regulations.

Hence, very little has been done firstly, to try to measure
the nature and extent of enforcement (or violation) of
labour regulation and secondly, to assess and understand
the role of labour regulation authorities in enforcing the
relevant legislation at the country level.

There are three distinct components of the project:

* The first involves the measurement of the enforcement
of sectoral minimum wage laws in South Africa and an
analysis of the causal effect of enforcement on compliance
with minimum wage laws. This component of the study
aims, through the use of a new empirical technique, to
measure the incidence and depth of enforcement of
sectoral minimum wage laws in South Africa.

*The second attempts to understand in as much
qualitative and quantitative detail as possible, the nature,
role and functioning of the regulatory agencies involved
in the monitoring and enforcement of minimum wage
laws in South Africa. This component uses primary data
in the form of a survey conducted of labour inspectors
employed by the Department of Labour in South Africa.

* Finally, the third component measures the impact of
minimum wage laws on employment and other labour
market outcomes using data from the South African
Labour Force Survey from 2000 to 2007.

ASSOCIATED OUTPUTS & PUBLICATIONS

WP [1/145 - Estimating the Causal Effect of Enforcement on Minimum VVage Compliance:The Case of South

Africa
WP [1/143 - Minimum Wage Violation in South Africa
WP 10/140 - Minimum Wage Enforcement in SA

FUNDER

The research is funded by the International Development Research Centre (IDRC).
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DECENT WORK COUNTRY PROGRAMME:
THE ENFORCEMENT OF MINIMUM WAGE LAWS: THE CASE OF
BARGAINING COUNCILS IN SOUTH AFRICA

This study built on ongoing work and a primary project
undertaken by the Development Policy Research Unit,
examining minimum wage enforcement within the
Department of Labour (Dol) environment.

Additionally, this sub-project explored enforcement
mechanisms and patterns within the bargaining council
environment.

Provisionally,some basis was laid for a developing country-
level empirical analysis of labour regulation focusing

on surveying bargaining councils nationally in order
to understand in as much qualitative and quantitative
detail as possible, the nature, role and functioning of the
regulatory oversight with respect to monitoring and
enforcement of minimum wage laws in South Africa —
provided by the different bargaining councils.

Whilst the major study focused on the Department of
Labour’s inspectorate, here the study was extended to
include those bargaining councils which appear to be
running their own very effective inspection services.

ASSOCIATED OUTPUTS & PUBLICATIONS

Ongoing project, papers and journal articles due in 2013.

FUNDER

The research is funded by the International Labour Organisation (ILO).
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ESTIMATING A POVERTY LINE: AN APPLICATION TO FREE BASIC
MUNICIPAL SERVICES IN SOUTH AFRICA

The eradication of poverty is one of the key priorities
for the government and various other sectors of South
African society. As part of this attempt, government has
instituted a range of policy interventions designed to
improve the welfare of South African households.

One of the key interventions has been local government’s
provision of a package of free basic services (FBS) to
poor households. These include significant increases in
the delivery of services — including formal dwellings,
piped water, sanitation and electricity.

Indeed, data for the period 1993-2005 indicates significant
increases in the delivery of all these public assets to poor
households. Paralleling these deliverables has been a
focus within local government to deliver a basic package
of free municipal services to poor households.

It is, however, not completely clear how different
municipalities identify households which are eligible
for FBS. At present, households are required to
complete an application form to assess their status as
an indigent household. Implicit then in this procedure, is
a presumption that poor households can be separated
from non-poor households.

Evidence suggests that many municipalities currently
provide services to all households with a monthly
income of less than R1500 per month.This is effectively a
decision taken around where to set a household poverty
line for South Africa.

There is an in-built assumption that the RI500 ‘FBS
poverty line’ is a suitable and generally acceptable poverty
line and that households below that line are deemed to
be poor and eligible for FBS. This “FBS poverty line” is,
however, low in comparison with a number of unofficial
poverty lines utilised by policymakers and researchers in
South Africa. This research briefly outlines the standard,
internationally acceptable methodologies utilised to
derive a poverty line.

Secondly, whilst there is no official poverty line sanctioned
by government for South Africa, a number of unofficial
poverty lines which have been utilised by researchers
and policymakers are presented.

Thirdly, the FBS poverty line is compared against the
eligibility tests for other indigency-linked services offered
by government, focusing in particular on the different
social grants.

Finally, the potential number of households eligible for
FBS is modelled, when assuming different values of an
FBS poverty line, and attempts are made to provide
some estimates of the possible financial implication of
alternative lines.

The researchers considered the impact of increasing
the value of the FBS line, both in terms of the additional
share and number of households eligible for support, as
well as the additional financial cost.

ASSOCIATED OUTPUTS & PUBLICATIONS

FUNDER

The research was commissioned by the South African Local Government Association (SALGA).
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