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Will Government’s current policy priorities and plans in relation to the formal services 
sector guide the economy towards its 2014 target of halving unemployment?  Over 
the past 7 years, net new employment has mainly been found in formal and non-
formal services. Given the structure of the SA economy, it is most probable that 
future employment will be sourced from many of the same sectors – such as finance, 
ICT, and tourism.   

There are a number of approaches to projecting possible employment scenarios. 
This appendix looks at the sectors that created jobs over the past period of years, 
reflects on government policy and targets to see whether the intent matches the 
target. 1 

Employment Needed to Halve Unemployment 
The first task is to ascertain how fast the labour force might grow. The faster it grows, 
the more pressure there is on job creation. Then, consider the growth in the labour 
force, plus the backlog of people who are already unemployed.  

On the other hand, how fast will employment grow? This depends on the demand for 
labour, and the availability of required sorts of labour to meet that demand.  

o 
o 

o 

o 

o 

                                                

In 2003, there were about 11.07 m working and 4.63 m unemployed.  

Currently, the labour force appears to be growing annually by about 2% or 
more, reaching 16.3 million people in 2003, by the strict definition.  We think 
that labour force growth will fall to 1.5% over the next ten years, based on a 
combination of results from the census, the Mandela-HSRC household survey 
on HIV and AIDS and the ASSA model.  This translates into a labour force with 
19.5 million participants by 2014. 

The unemployment rate in 2003 was 28.6%.  If the labour force has 19.5m 
participants in 2014, then 16.7 million people should be working to achieve an 
unemployment rate of 14.3%. 

To halve unemployment, approximately 5 million net new jobs would be 
needed between 2003 and 2014.  

Already services account for about 70% of employment, and will be a very 
significant part of the employment creating story. 

 
1  There are other, mainly macroeconomic approaches. Future exercises should incorporate 
such an approach.   For example, Goldman Sachs (2003) use a macroeconometric model to 
estimate historical and potential contributors to growth. While raising useful categories for 
analysis, its drawback lies in the neglect of behavioural and institutional questions – which are 
extremely important in a context of high structural barriers to employment growth. We are also 
concerned with the use of time series estimations when using labour data until the official 
data stabilizes (in other words, until the LFS has been run for more years.  The HSRC is 
currently developing the TIPS/IFPRI CGE model and will make use of this approach in future. 
Moreover, it will be critical to review the employment implications of cross-cutting 
interventions such as regulatory & infrastructure reform, reductions in exchange rate volatility, 
etc. 
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Figure 1:  Meeting Targets @ different rates of employment growth 
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Figure 1 represents the number jobs that would be needed to reach Government’s 
2014 employment target. It then asks how fast ‘market based’ employment would 
need to expand to meet that target on its own. ‘Market based’ employment refers to 
formal and non-formal employment, excluding Government and EPWP-type 
programmes.  We see that growth in ‘market based’ employment would have to 
reach 7% per annum by 2012, to alone raise total employment from 11.7m to 16.7m. 

This is a very rapid rate of employment growth, requiring even higher economic 
growth rates. We therefore look at the combination of sector policy emphases, 
including market-based sectors, EPWP and Government employment.  

What are the possible sources of job creation? 
First let’s look at historical rates of employment growth. The HSRC has been 
involved in an in-depth process to review the available employment statistics, under 
the watchful eye of a reference group comprised of the Presidency, Dept of Labour, 
dti, SARB, Stats SA, representatives from the Stats Council, etc. A summary of some 
preliminary results shows that the more likely employment trends over the past 
decade could be represented as follows2: 

                                                 
2 A paper explaining these figures, and why they differ from the official statistical releases will 
be issued in 2005, under the authorship of Altman & Woolard. 
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Figure 2:  Formal employment (revised by HSRC) 

 

 

 

 

 

 

 

 

 

Notes:  source is mainly from OHS and LFS. The revised amounts are based on reallocations
from non-formal sector (see below), and a review of employment trends in agriculture,
community social and personal services, and mining.  A review of all data sources led us to
believe that the official figures are not necessarily correct. We are in discussion with Stats SA
to review the implications to total employment figures, but here we present some preliminary
results. From a sector perspective, the net effect is to reverse the trend – the OHS/LFS show
increases, whereas the revisions show slow progressive declines. On a positive note, the
massive loss of jobs in the mid-1990s appears to be considerably softer than previously
thought
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Figure 3:  Non-formal employment (revised by HSRC) 

Notes:  these figures are sourced from the OHS and LFS. We have reviewed a range of data
related issues, such as coding errors, category exclusions in certain years, etc. “Non-formal”
employment includes: informal sector, domestic labour, “private households” and unpaid family
labour. We isolate subsistence agriculture as it unnecessarily distorts the overall picture – its
measurement must still be strengthened. By this account, there were approximately 900,000
more people working in the non-formal economy  in 2002, than in 1996. We are skeptical that
the number has been falling since 2000, but do not have evidence to substantiate this view. 

 

 

 

 

 

 

The vast majority of employment created in the 1990s was sourced from the services 
sectors, whether formal or non-formal. For example, it is estimated that only 87,000 
net new manufacturing jobs were created between 1996 – 2002. Compare this to an 
estimated 400,000 net new jobs in the finance, insurance, real estate, computer and 
other business services. Of course, this could mean that substantially more emphasis 
should be placed on locating employment drivers in manufacturing. But the reality is 
that services has led employment and output growth in recent years – albeit 
not to potential. Of course, one reason for not reaching potential relates to slow 
growth in manufacturing, since this has the impact of also slowing down growth and 
employment in supporting services. 

 
Where might jobs be created in the services sector? 
 
Remember that 5 million net new jobs are required by 2014 to halve the 
unemployment rate to 14.3%. 

INFRASTRUCTURE, SOCIAL WELFARE PROGRAMMES, AND EPWP 
Approximately 450,000 to 500,000 new employment opportunities could come from 
public sector programmes, if an additional R 14 billion is spent per annum by 2011. 
As illustrated in the table below, this estimate includes home based care, early child 
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development (ages 0-6), adult basic education, infrastructure and housing. It would 
be further enhanced with greater attention to infrastructure backlogs. Of this total, 
more than 100,000 net new job opportunities would be created as a result of growing 
labour intensity as part of Government’s EPWP.  

 
Programme Current 

empl 
Jobs in 

2011
Diff

HCBC 31 565 100 477 68 912
ECD 54 503 325 218 270 715
ABET 20 000 32 233 12 233
Infrastructure* 370 000 492 541 122 541
Housing 44 000 88 457 44 457
Total 520 068 1 038 926 518 858
 

 

Figure 4 shows the potential incremental growth in EPWP type jobs (including all 
additional infrastructure spending, excluding backlogs) between 2004 and 2014. It 
shows how up to 450,000 more people could be working in infrastructure, housing, 
and social development services if the programmes do roll out in such a way that 
policy meets the social need. The most benefit comes from the highly labour 
intensive social programmes, but also assumes additional expenditure of R 14 billion 
per annum by 2011 (in 2004 Rand). 
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Figure 4:  Potential new jobs created through EPWP 
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 Figure 5:  Impact of EPWP on infrastructure employment 
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The estimates for programme expansion are designed around a real need for 
infrastructure and social development services. As such the programmes will be 
costly, and will generate substantial employment opportunity. By 2014, more than a 
million people would be working on a government infrastructure or social 
development programme.  This contributes to about 9% of the job creation target. 
 

  
 
 
 

EPWP
9%

remainder
0%

Government
3%

employment 
creation if 

reach 3.5% 
empl growth by 

2007

81%

additional cost of approx R 14 
bn by 2011 in 2004 Rand to 
create an additional 500,000 net 
new jobs 

Would need to create about 4.4 mn jobs
in the private & public sector, both 
formal & non-formal 

 

 
 

There are alternative situations where public works programmes have taken on a 
much more ambitious role. In these cases, public works schemes have functioned as 
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o 

o 

o 

a social safety net by directly increasing unskilled labour demand and making direct 
wage transfers to participants(see McCord 2002) 

during the Great Depression public works schemes in the US absorbed up to 
30% of the unemployed (Rifkin 1996) 

in Tunisia and Mauritius similar programmes accounted for between 20 and 
40% of the unemployed during the early 1970s 

the Maharashtra Employment Guarantee Scheme in India absorbed up to 75% 
of available person days in rural Maharashtra State (Maxwell 1978, quoted in 
Reynolds 1984). 

 

INTENSIFIED GOVERNMENT PROCUREMENT 
Government procurement is a major source of demand in the SA economy 
accounting for about R 130 billion at all tiers. 

We have reviewed the available information on public sector procurement, and find 
that there is not yet sufficient information to draw any conclusions in respect of the 
possible employment impact of intensifying local procurement.  Further investigation 
would be required to ascertain what the possible impact might be, and whether this 
would warrant stronger interventions in public procurement behaviour. Here we refer 
to procurement other than infrastructure and social development services, which are 
reviewed in the main paper. Examples of the type of intervention might include: 
higher points for domestic producers, and stronger supportive measures for domestic 
providers – whether new industries for import substitution or emerging entrepreneurs. 
Care should be taken before launching into such activities, as too much bias in 
procurement policy could result in falling standards. Moreover, the state would need 
considerable capacity to support domestic linkages, although this service could be 
contracted out. 

PUBLIC SECTOR 
Could the public sector start to grow again? If public sector employment grows by 
about 1% per annum, it would generate about 159,000 jobs by 2014. 

 

SUMMARY – PUBLIC SECTOR PROGRAMMES AND PROCUREMENT 
Approximately 660,000 jobs could be created through incremental increases in 
government employment and procurement.  It is not yet possible to estimate the 
impact of an enhanced domestic-orientation of public procurement. 

This would take care of about 12% of job creation required to meet Government’s 
target.  Unless a more ambitious plan is implemented, then the remaining 4.4 million 
jobs would be required from the formal and non-formal private sectors. This means 
that market based growth would need to reach 4.5% per annum by 2013. 

What might services contribute? 

MARKET BASED EMPLOYMENT GROWTH 
Approximately 4.4 million jobs would need to be created through market based work, 
whether in the formal or non-formal economy. This means that annual employment 
growth needs to reach about 4.5% by 2013.  An average of 400,000 net new jobs 
would be created per annum. Compare this to the current rate of job creation at 
about 120,000 per annum.   
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What vision do the main sector strategies offer towards the jobs target? 
Tourism and Business Process Outsourcing (BPO) are the two main industry 
strategies in respect of job creation.   

A recent dti study on BPO in data processing shows that SA could create 76,000 new 
jobs by 2008, (up from approximately 6,000) if it puts in place some substantial 
changes in respect of telecoms and marketing to start capturing global investment. 
To reach this target, operating costs would need to be reduced by at least 12%. If 
growth continues, it is possible that 244,000 jobs could be created by 2014. In 
addition, BPO (call centers) already employs about 80,000, with an estimated growth 
of 14% per annum in recent years.  As global competition intensifies, we have 
assumed that it might grow by an average of 10% per annum. This would lead to an 
increase of about 148,000 jobs to 2014. However this would only be possible if SA is 
able to attract global investment – it is currently estimated that approximately 15% of 
call center income is derived from international business and is expected to grow to 
about 50%.  

There are different estimates of tourism employment. The Labour Force Survey says 
that there are 240,000 people working in the tourism sector, growing by about 3% 
each year. The WTTC says that there are 500,000 people working in the sector, 
growing at 4.9% per annum.  SATOUR accepts the WTTC figures, and calculates the 
number of jobs created as 1 job for every 12 visitors – and there were 6 million 
tourists in 2003.3  Below we compare LFS, WTTC and SATOUR estimates to view 
the employment implications. 

If the LFS is estimating tourism employment and its growth correctly, then we might 
see employment grow by only 150,000 opportunities by 2014, all things being equal. 
If SATOUR is correct, and if sufficient inducements are put in place, it projects that 
tourism employment will increase to about 1.2 million opportunities, creating about 
500,000 to 600,000 new jobs by 2014. 
  
 

0

200 000

400 000

600 000

800 000

1 000 000

1 200 000

1 400 000

03 04 05 06 07 08 09 10 11 12 13 14

N
o.

 o
f e

m
pl

oy
ed

tourism - LFS figures tourism - WTTC figures SATOUR Targets

Figure 6:  Tourism employment scenarios 

 
3 The SATOUR seeks to have 9 million tourists pa by 2010 and 11 million tourists pa by 2014. In the 
employment calculations, we have increased the employment impact from 10 tourist/job, to 9 tourists 
per job, respectively. Different ratios for leisure and other tourists are not incorporated. 
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The finance, insurance, real estate, computer and other business services employs 
approximately 1 000,000 people, growing at 5.6% per annum4.  If the industry keeps 
growing at this pace, then about 700,000 new jobs would be created. It is not clear 
whether Treasury’s proposals would encourage dramatic increases to the rate of job 
creation. 

Below we summarise the contribution that would be made by BPO, Tourism, 
Financial services, some growth by the non-formal sector (reaching 3% pa) and a 
multiplier of 1.55.  It shows how many jobs might be created in each year from 2004 
to 2104.  This is based on a positive scenario – assuming that we reach SATOUR’s 
tourism targets, and that we are able to successfully draw in global business into 
SA’s BPO industry.  It also assumes that government does expand infrastructure and 
social development services in a way that meets some basic minimum delivery, with 
an extra R 14 billion spent per annum by 2011. The “remainder” refers to the number 
of jobs that would still need to be created each year to meet Government’s 2014 
employment target.  For example, approximately 360,000 would need to be created 
in year 1 (2004), as compare to about 500,000 new jobs in 2013. It shows only the 
employment created in any one year, and not the build up over time. We show this 
incrementally so as to represent the need to set annual targets.   

 

Figure 7:  Possible jobs created through the services sector based on 

current programme objectives, annually (vs 2014 employment targets) 
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4  This excludes any form of retail, wholesale or repairs. 
5 We assume each direct job generates demand for  indirect job, since there is already multipliers 
feeding into growth of finance and business services. 
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o 

Summary – Meeting employment targets? 

In summary, based on the assumptions made for this brief: 

EPWP and direct government employment could create approximately 
500,000 new jobs, or about 9% of the employment target.  

Formal market based employment would create about 3.08 million new jobs, if 
strategies for BPO and tourism are realised, and other sectors grow at 
historical rates. 

Non-formal market-based employment might grow by about 700,000 new jobs 
(if it grows by up to 3% per annum) 

While seemingly ambitious, the main proposals would meet just over 2/3 of the 
Government’s 2014 employment target. This translates into a shortfall of about 1.3 
million jobs.  
 

TWO POSSIBLE SCENARIOS 
Above we offered only the positive scenario – where Government meets the basic 
needs for social development services, its tourism arrivals target and a mid-range 
BPO target.  Still the 2014 employment target is not reached.  What if sufficient 
changes are not put in place to effectively reach the policy targets? 

Below, we look at two scenarios. Scenario 1 assumes that the social services 
programme expands by half as much (to reach an additional spending of R 7 billion 
per annum by 2011), that tourism employment grows by historic rates as reported in 
the Labour Force Survey, and that SA does not capture much global business in 
BPO.  The table below compares Scenario 1 and 2.  It shows that Scenario 1 
produces less than ½ the required employment.   

 

Services Employment Scenarios 

Scenario 1 Scenario 2 

No extra funding for infrastructure; R 7 
billion pa extra spent on social 
development programmes 

Tourism employment grows by 3% pa 

BPO does not attract substantial global 
business.  

No extra funding for infrastructure; R 12 
billion pa extra spent on social 
development programmes 

Tourism grows by highest SATOUR 
projection – to 11 million visitors by 2011 

BPO does attract substantial global 
business and grows to 76,000 by 2008. 

Impact – 2003 - 2014 
• 

• 

• 

• 

• 

• 

Employment created = 2.72 million jobs  

Jobs still needed to meet unemployment 
target = 2.28 million 

Unemployment rate in 2014 = 25.4% 

Impact – 2003 - 2014 
Employment created = 3.72 million jobs  

Jobs still needed to meet unemployment 
target = 1.28 million 

Unemployment rate in 2014 = 20.8% 

• 

• 

• 

• 

• 

• 
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Figure 8:  Employment projections under scenario 1 & 2 compared 
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Figure 8 shows cumulative employment growth in scenario 1 and 2, compared to the 
employment target.  Government’s unemployment target of 14.3% translates into 
16.7 million people working in the formal and non-formal economy by 2014.   

o Under scenario 1, total employment would expand to 14.42 million 
people by 2014.  Unemployment would fall from 28.5% in 2003 to 
25.4% in 2014.    

o Under scenario 2, 15.42 million people would be working, translating 
into an unemployment rate of 20.8%.  

Neither of these scenarios draws the economy sufficiently close to the target.  What 
are the other interventions that would fill this gap? Will the proposed improvements in 
telecommunications and transport draw in sufficient investment? Would a 
depreciation and/or stabilisation of the Rand have this effect? 
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