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BACKGROUND

In the State of the Nation Address, His Excellency, the Honourable President of the
Republic of South Africa, Jacob G Zuma reiterated his call for the creation of decent
work for all by declaring 2011 a year of job creation through meaningful economic
transformation and inclusive growth. This followed shortly after the release of the
New Growth Path (NGP) in the late 2010. In essence, this document (the NGP) seeks
to identify key policy issues and areas that could facilitate the creation of large-scale
employment opportunities for the majority of the poor and marginalized citizens of
the country. Subsequently, the Minister of Finance concretised these efforts by
setting aside more than R140 billion, specifically for job creation initiatives and

related activities.

The NGP recognises that engagement with stakeholder representatives on policy,
planning and implementation at national, sectoral and local levels is central to
achieving coherent and effective strategies that are realised without endless debates
and delays. Accordingly, the government is urged to both strengthen its own
capacity for engagement and leadership, and re-design delivery systems to include
stakeholders meaningfully (page 6 of the NGP document). It is upon this mandate
that the city of Tshwane (CoT) invited key stakeholders to submit proposals that will
facilitate the debate on the best possible path to be taken to realise these
endeavours. This report outlines key issues and areas that need to be addressed in

order to realise the ambition of job creation for all.

THE NEW GROWTH PATH

I R20dzY Sy (iNewSGyowth BathSTRe CINJ YS 62N Q 6+ & Lldzof A
b2@SYOSNI Hnmn o0& aAyAadSNI 90N KAYTha | 1St Q:
NGP identifies four main indicators of success, namely jobs, growth, equity and
environmental concerns. At the heart of the NGP is the aim to create five million
jobs over the next 10 years and key to this is the rate of economic growth and
employment intensity of that growth. In laying the foundation for the optimal

achievement of employment creation objectives set out in this document, the NGP
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proposed a phased approach whereby steps to be taken will vary over time, ie
identifying short-, medium- and long-term steps to be taken in a phased-in manner.
In the very short-term, it is proposed that the state accelerates employment creation
through direct employment schemes, targeted subsidies and/or a more
expansionary macroeconomic package. Consequently, the treasury has set aside R9
billion over the next three years for a jobs fund to co-finance innovative public and

private sector employment projects.

Over the short- to medium-term, it is anticipated that the state can support labour
absorbing activities particularly in the agricultural value chain, and light
manufacturing and services in order to generate large-scale employment. Finally, in
the longer term, and to remain competitive, the state would need to play an

increasingly supportive role in the knowledge- and capital-intensive sectors (NGP

page 7).

THE CORE CHALLESIGE
The NGP identified three major challenges requiring very urgent intervention,

namely massive unemployment, extreme poverty, and inequality.

Unemployment

The growing army of unemployed is a major cause for concern and the government

has identified this asone of { 2 dzil K | F NR& O Q& iesii @lyH29f of thd 2 y I f

population between 15- and 64-years old are in some form of employment. Studies
conducted show that, on average, every worker in South Africa supports a minimum
of five dependents on their rather meagre wages and therefore the loss of
employment impacts heavily on the income and survival of households (The National

Agricultural Directory 2011:86).

Unemployment figures in Tshwane in the past 10 years reveal that unemployment
peaked in 2002, reaching 321 478, and eventually dropped down to their lowest in

2008. For a number of reasons including the 2008 to 2009 recession, the number of

L



unemployed increased from 212 671 in 2008 to 272 450 in 2010, representing a

28.1% increase over that period.
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Disaggregating unemployment figures in CoT by highest educational level achieved,
it is evident that the majority of the unemployed are those who dropped out from

school without completing matric (see figure 1.2).
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The number of matriculants who remain unemployed within the CoT boundaries
increased from 106 684 in 2001 to 126 063 in 2010, representing an 18.2% growth

rate over this nine-year period (figure 1.3).

FIGURE 1.3
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For those who obtained some tertiary qualifications, figure 1.4 reveals that the
highest numbers of unemployed in the CoT are those who graduated with a
Technikon diploma/degree, followed by those who obtained some form of post-
matric qualification other than university or technikon degrees/diplomas. The lowes

number of the unemployed are those with university degrees (see figure 1.4).
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In terms of employment, figures reveal that full-time employment stabilised during
the period 2005 to 2007 and began a steady increase from 2009 to 2010. However,
the rate of part-time employment declined from 144 934 in 2008 to 97 106 in 2009
and picked up again during 2010 to 111 787(see figure 1.5).

FIGURE 5.

NUMBER OFULLTIME AND PARTIMEEMPLOYED IN TSHWARED1-2010

600,000

&
'\?’O’m
4

S

)

500,000

400,000

300,000

200,000

100,000

0 -

2001 2002 2003 2004 2005 2006 2007 2008 2009 2010

m Full-Time mPart-Time

It appears from figure 1.6 that the level of self-employment declined from 168 408 in
2009 to 120 975 in 2010 (-28.2%). This reflects both the low-level of new business
start-ups in the CoT as well as the relatively high level of business mortality

experienced by small businesses in the CoT.
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2.1.2 Poverty, food securityand welfare

IHS Global Insight defines people living in poverty as those living in households with
incomes less than the poverty datum line income. Poverty datum line income varies
according to household size ¢ the larger the household, the larger the income
required to keep its members out of poverty. Food security exists when all people at
all times have physical and economic access to sufficient safe and nutritious food to
meet their dietary needs and food preference for an active and healthy life. It is
therefore, a vital element in poverty alleviation. By extension food insecurity exists
when and where individuals or groups do not have that access (Du Toit & Ziervogel
2004:3). Vulnerable people have a high probability of becoming food insecure at any
time. It is well established that food insecurity is driven largely by (1) LJ2 2 NJ LIS 2 LJ S C
lack of access to land and other assets essential to food production, (2) the meagre
contribution of subsistence agriculture to household dietary needs, (3) a relatively
high dependence on wages and remittances, (4) a relatively large reliance on
purchased food and (5) a corresponding disproportionate exposure to inflation and

price shocks. Research on the livelihood profiles of poor people in selected areas of



South Africa suggests a very strong link between vulnerability and chronic poverty
(Du Toit & Ziervogel 2004:2). According to Rule 2005:4, du Toit and Ziervogel 2004:
22), chronic poverty needs to be understood with reference to (at least) three

intersecting kinds of vulnerability and stress. These are:

e economic vulnerability related to stress on livelihood systems (asset poverty,
debt, insecure entitlement to social services, wage/remittance dependency,
jobless growth, monetary poverty, lack of access to credit);

e health vulnerability related to ill-health and disease (poor diet,
malnourishment, stunting and wasting, chronic ill-health, vulnerability to
HIV/AIDS and TB, psychological stress); and

¢ social vulnerability related to stress on social networks (high dependence on
ratios, stressed care chains, exploitative gender dynamics, patterns of

violence and crime).

It is postulated that particular groups who are likely to become caught in chronic
poverty in this fashion include, inter alia, the rural poor, female-headed households,
people with disabilities, the elderly, retrenched or evicted farm workers, AIDS
orphans and households with HIV/AIDS sufferers, cross-border migrants and the

Wtreet homelessQ 6 wdzf S 8ulloitl& Ziervaegeh2p0¥: A2F

The ILO (2003) states that one of the most important and accessible indicators of the
wellbeing of a household are that of economic wellbeing represented by the totality
of economic resources available to households. These resources consist of a
K2dzaSK2f RQa OdzZNNBy (G FyR OFLAGEE NBOSALIN a
that give it the ability to acquire goods and services. The flow of receipts and
disbursements representing income, consumption expenditure and investments
(future capacity to consume) therefore define limits to the lifestyle of the household

and its level of wealth.

The number of people living in poverty in Tshwane increased from 17.6% in 1996 to

21.6% in 2009. Furthermore, income figures reveal that the number of people
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without income in Tshwane almost doubled in a 10-year period (2001 to 2010). This
number increased form 182 170 in 2001 to 321 667 in 2010, constituting a 77%

increase (see figure 1.7).

FIGURE T.
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In terms of assets accumulation as a measure of poverty, the Living Standard
Measure (LSM) shows a steady increase in asset accumulation, and most notably the
increase in the number of assets in the emerging middle class and a large-scale

decline in the assets poor category (see figure 1.8).
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FIGURE 9.
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GUIDELINES FOR IMMBERTING THE NEW GROMPATHN TSHWANE
THEBUSINESSECTOR

The NGP fully acknowledges that most of the projected new jobs will come from the
private sector (NGP 8). According to Porter and Kramer (2004:83), no social
programme can rival the business sector when it comes to creating jobs, wealth and
innovation that improves standards of living and social conditions over time. If
governments, NGOs and other participants in civil society weaken the ability of
business to operate productively, they may win battles but will lose the war, as
corporate and regional competitiveness fade, wages stagnate, jobs disappear, and
the wealth that pays taxes and supports nonprofit contributions evaporates (Porter
& Kramer 2004:83). The mutual dependence of corporations and society implies
that both business decisions and social policies mustf2 £ £ 2 6 G KS LINR Yy OA LI
gt dzSQo

In addition to job creation, governments, activists and the media have become adept
at holding companies accountable for the social consequences of their activities
(Porter & Kramer: 2004). This led to a growing global move in the last few years
towards requiring businesses to be more accountable for the people they employ,
the communities they operate in and the businesses with which they do business.
Most developed countries and many developing nations have embraced the concept
of triple-Bottom-line Accounting, which requires businesses i 2 Wl 002 dzy i Q F2 N
in which they treat society (issues like affirmative appointments; skills development;
corporate social investment; small business development and preferential
procurement) and the way they treat he environment (The National Agricultural
Directory: 43). The key assumption in this regard is that in the long-term, economic
growth, social cohesion and environmental protection go hand-in-hand (EU 2001:4).
Corporate Social Responsibility (CSR) has proven to be one of the most powerful
tools to facilitate businessQresponse to these social and environmental issues. CSR
involves the integration of social and environmental strategies into the core business
of the company and in their interaction with their stakeholders on a voluntary basis

(EU 2001). Being socially responsible means not only fulfilling legal expectations, but
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also going beyond compliance and investing more into human capital, the
environment and the relations with the stakeholders. Key principle of the CSR have
been identified as ethics, accountability, governance, financial returns, employment
practices, business relationships, product and services and community involvement
(Naidoo 2001).

An increasing number of businesses all over the world are promoting their CSR
strategies as part of their response to a variety of social, environmental and
economic pressure (EU 2001: 3). In South Africa, the JSE Socially Responsible
Investment (SRI) Index, launched in 2004, identifies companies that incorporate

sustainability practices into their business activities.

In Europe, the appeal to European business of President Delors to take part in the
fight against social exclusion resulted in strong mobilisation of and in the
development of European business networks as early as 1993. In March 2000, the
EU council in Lisbon made a a LISOA L € | LIJISFHE (G2 O2YLI} YA
responsibility regarding best practices for lifelong learning, work organization, equal
opportunities, social inclusion and sustainable development (EU 2001:3). The EU is
concerned with CSR as it can be a positive contribution to the strategic decision
01 1Sy AY tdbacdme ghg nvost compdtitive knowledge-based economy in
the world, capable of sustainable economic growth with more and better jobs and
greater social cohesionQ Consequently, a green paper and subsequent Commission
Communication on CSR were instituted in 2001 to launch a wide debate on how EU
could promote corporate social responsibility at both the EU and international level
(EU 2001:3). To date, the EU multistakeholder Forum on CSR has more than 30
members, ranging from trade unions, SMMEs and their respective representative
bodies, environmental NGOs and business councils to international councils such as
world business council on sustainable development. In 2006, the Commission to the
EU Parliament, the council and the European Economic and Social Committee
released a paper titled: Implementing the partnership for growth and jobs: making

Europe a pole of excellence on CSR. This document cemented the EU commitment
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to CSR the national Endeavour to creating sustainable development and

employment opportunities.

Despite this exponential growth in the area of business accountability to the
community and the environment, Porter and Krammer (2004) argue that the
prevailing approaches to CSR are so fragmented and so disconnected from business
and strategy as to obscure many of the greatest opportunities for companies to
benefit society. The point is that the most common corporate response has been
neither strategic nor operational but cosmetic, namely public relations and media
campaigns, the centrepieces that are often glossy CSR reports that showcase
O2YLI yASaQ a20Alt YR SY@ANRBYYSyll f

Guidelines for Tshwane to engaglke business sectoeffectively

The EU (2002:8) stipulates that CSR practices and instruments will be more effective
if they are part of a concerted effort by all those concerned towards shared

objectives. Principles for community action include:

e Recognition of the voluntary nature of CSR.

¢ Need for credibility and transparency of CSR practices.

e Focus on activities in which community involvement adds value.

e Balanced and all-encompassing approach to CSR, including economic, social and
environmental issues as well as consumer interests.

e Attention to the needs and characteristics of SMMEs.

e Support and compatibility with existing international agreements and

instruments (ILO core labour standards, etc).

Strategies should focus on the following areas:

¢ Increasing knowledge about the positive impact of CSR on business and societies.

e Developing the exchange of experience and good practice on CSR between
enterprises.

e Promoting the development of CSR management skills.

322 R
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e Fostering CSR among SMMEs.

e Launching a Multi-Stakeholder Forum on CSR.

e Integrating CSR into community policies (employment and social affairs policies,
enterprise policy, environmental policy, consumer policy, public procurement
policy, etc).

e Promoting Tshwane as the home of businesses in SA.

e Establish CSR portfolio within the municipality.

3.1.2 Industrial development

The NGP is very explicit in terms of targeting more labour-absorbing activities across
the main economic sectors, namely the agricultural and mining value chains,
manufacturing and services sectors. However,ii A &4 S@ARSY (G GKF{G ¢&aKk
structure is skewed towards the tertiary sector (see figure 1.10), an indication that
economic growth in the area is demand-driven as this sector comprises mainly of the

retail, services sector, etc.

FIGURE 1.10

TSHWANECONOMIC SECTOR
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Since South Africa focuses on its biggest export markets China and India, there is a
growing need for South African companies to produce goods and services that would

suit the needs of these two most populous countries of the world. However, South
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African exports to these countries are largely confined to commodities. As a result,
the Comprehensive Strategic Partnership between these countries and South Africa
committed to improving the current structure of trade by working towards a more
balanced trade profile and encouraging trade in manufactured value-added
products. This presents vast business opportunities for South African businesses and
the City of Tshwane could take advantage of this by, among others, facilitating the
partnership between local businesses and their Chinese counterparts. The City of
Tshwane can also benefit by encouraging Inward Foreign Direct Investment (IFDI)
through, among others, offering incentives such as tax concessions, low interest
loans, grants or subsidies, state spending on infrastructure, etc. This will benefit the

City of Tshwane in many ways, including:

e Resource-transfer effects.
e Employment effects.
e Balance of payments effects.

e Effect on competition and economic growth.

SUBSTANTIAL PUBLISVESTMENT IN INFRRECTURE: CONSTRO®TI
MAINTENANCE AND OPHRON

The population figures for the population in Tshwane by type of dwelling reveal that
a large number of residents reside in flats, shacks and rooms in backyards. It is
against this background that the City of Tshwane has the opportunity of focusing

strongly on infrastructural development and the provision of housing.
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FIGURE 1.11
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ADDRESNGIMBALANCES BETWEEN THE SKILLS DEMANDED BY EMPLOYERS AND
THOSBEING SUPPLIED

Human capital theory suggests that education or training raises the productivity of

G2N] SNE o6& AYLINIGAYy3I dzaS¥F¥dz (y26tSR3IS |y
income by increasing their lifetime earnings (Xiao 2001). Most economists agree

that it is the human resources of a nation, not its capital nor its material resources

that ultimately determine the character and pace of its economic and social
development. Psacharopoulos and Woodhall (1997) in Olaniayan and Okemakinde

(2008) assert that: Human resources constitute the ultimate basis of wealth of

nations. Capital and natural resources are passive factors of production, human

beings are the active agencies who accumulate capital, exploit natural resources,

build social, economic and political organization, and carry forward national

development.

A highly skilled and knowledgeable workforce is also a precondition for the
successful development of economies and societies. Studies on education provision
shows that both firm-provided on-the-job training and adult education offer
substantial means to develop vocational/technical skills and provide vehicles to
ensure large-scale improvements in the human capital value of the workforce (Xiao
2001). According to Olaniayan and Okemakinde (2008) more than anything else, it
has been the spectacular growth in East Asia that has given education and human
capital their current popularity in the field of economic growth and development.
Countries such as Hong Kong, Korea, Singapore, and Taiwan have achieved
unprecedented rates of economic growth while making large investments in
education. In the statistical analysis that accompanied its study, the World Bank
(1993) found that improvement in education is a very significant explanatory

variable for East Asian economic growth.

Human capital theory is even more relevant today as economic reforms brought
substantial change to the economic system. There has been a shift away from
unskilled and semiskilled and manual employment to highly skilled employment,

together with a shift from the primary and manufacturing industry to service sector
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employment. Over the years South Africa has experienced a shift in its production
structure away from primary to manufactured goods. While once an exporter of
predominantly primary goods, the country is increasingly moving towards exporting
relatively skills-intensive manufactured goods and thus diversifying its aggregate
export base (Van der Berg, et al 2006). The primary sector continues to decline in
contribution to GDP and these shifts in the economy have important consequences
for the labour market structure. The relative contraction of the primary sector and
labour-intensive manufacturing activity has resulted in a declining demand for
unskilled workers, namely their share in the labour force fell from 31 % in 1997 to
27 % in 2002 (Bhorat 2003 in Van der Berg et al 2006).

Furthermore, the rapidly growing technology-intensive segments of the
manufacturing sector require mostly semiskilled and skilled labour. This requires
that employees have new knowledge, skills and attitudes/values. Such increasing
shifts in labour demand have resulted in rising unemployment rates and a formal
sector employment that is skewed towards the middle to high end of the labour skill
spectrum (Van der Berg et al 2006). This scenario is not unique to South Africa.
Breen (2004) quoted in Nunn et al (2007) states that patterns of absolute social
mobility have converged across Europe, with all countries facing a shift from manual
and particularly unskilled manual labour towards more service sector and

administrative occupations.

With this background, it is of concern to notice that South African graduates are not
equipped with the relevant skills that match the demand in the labour market. A
Of 2aSNJ t 221 | ( ugivrStiestsit prodiodzithig highe$t Nk of &
graduates per year, reveals that the highest numbers of graduates are from the
faculties of humanities, followed by economic and management sciences (see figure
1.12).

What transpires is that the market is flooded with less required skills and more so,
0KS 3I20SNYYSyYyl IyR K2dzaSK2f R&a I NB aLISyRA

education that adds limited value to the country. In this regard it appears analyses
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conducted by the Bureau of Market Research that whereas every R1.00 spent by
government on education during 1995 resulted in R3.11 GDP gains. By 2009 this
gain in GDP was down to R1.48 for every R1.00 spent on education. This shows that
during the period 2000 to 2009 the marginal GDP returns on government human

capital investments were down by 52.4%.

FIGURE 12
PERCENTAGE DISTRIBNTOF UNIVERSITYABRIATES BY COLLEZREA-2009
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3.3.1 Recommendatios on skills development
LY KA&a FRRNBaa (2 (GKS bliAzyl ¢ l 3aSYO0f ¢

Development, the Minister of Economic Development stated that the goal of
reducing unemployment from 25% to 15% was dependent on a ‘thassive investment

in infrastructure and people through skills development, together with smart
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government and better coordination with the private sector and organized labourQ
With the scenario presented above, it is proposed that the CoT addresses the
question of skills development as a matter of urgency. It is therefore recommended

that:

e The CoT facilitates the interaction of the business sector, the institutions of
learning (both lower and higher) and other stakeholders to identify priority skills
areas. The Multistakeholder Forum on CSR is better positioned to facilitate this
process.

e Encourage skills transfer and on-the-job-related training in all tender processes.

e Encourage children to enrol for scarce skills courses.

e Ensure that mass-based training and re-training programmes are instituted as a

collaborative effort between the CoT, business and NGOs.

OVERVIEW AND CONCINUIB REMARKS

It is evident from the information and analyses provided in this document that the
City of Tshwane is currently experiencing high levels of unemployment, poverty and
an unequal distribution of income. It is further evident that the bulk of such
problems are brought about by various structural imbalances within the Tshwane

economy, including:

e Structural imbalances in the skills provided by the economically active
population and the skills demanded.

e Structural imbalances in the Tshwane economic structure and a more labour
intensive economic structure that will ensure employment-friendly economic
growth.

e Structural imbalances between the size structures of businesses in Tshwane

compared to the size structures required to ensure optimal employment.

Successful employment creation implementations world-wide have shown that it is

imperative that such structural imbalances firstly need to be addressed before any
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large scale programmes focusing on the non-structural aspects of employment
creation are implemented. By firstly addressing such structural imbalances a
platform is created to launch subsequent job creation programmes. Such
subsequent programmes will include, inter alia, programmes to ensure lifelong
education, green economy initiatives, infrastructural investments, encouraging

entrepreneurship, lowering business mortality, etc.
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