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Introduction
According to the ILO there are 77.7 million young unemployed people in the world. The 
global jobless rate for young people stands at 12.6%. In South Africa (SA), the youth 
unemployment rate stands at 35.9%. The figures are even higher for the Eastern Cape 
(EC). In 2011 more than 60% of youths between 15 and 19 years and more than 50% of 
youths between 20 and 24 years in the EC were unemployed. These young people were 
also not studying. The importance of work for young people lies not only in experience 
and income, but also in the intangible benefits it provides including independence, 
dignity, a sense of accomplishment and freedom. 
 
This report provides an analysis of some of the labour market challenges facing young 
people in the EC. The report uses data from the Stats SA Quarterly Labour Force Survey 
for the period 1Q2005 to 1Q2011. 2005 was chosen as a base year to avoid distorting 
the results by including only recessionary years.  

Unemployment 
Table 1: Youth & Adult Labour Statistics in the EC & SA, 1Q2005 & 
1Q2011

1Q2005 1Q2011 1Q2005 1Q2011 1Q2005 1Q2011 1Q2005 1Q2011
Labour Force 965 254           987 249           931 765           824 810           8 503 792       8 794 489       7 653 389       8 687 706       
Employed 588 669           620 753           790 841           704 048           5 270 703       5 636 953       6 578 594       7 481 364       
Unemployed 376 585           366 496           140 923           120 762           3 233 089       3 157 535       1 074 796       1 206 342       
Not Economically Active 1 287 902       1 361 239       620 079           614 078           7 946 401       8 572 790       3 742 729       4 036 285       
Discouraged Worker-seekers 105 328           267 578           51 944             100 042           970 436           1 562 261       410 746           660 511           

Unemployment 39.01               37.12               15.12               14.64               38.02               35.90               14.04               13.89               
Employed/Population Ratio 24.96               23.73               49.31               45.75               30.26               29.78               55.72               55.90               
Labour Force Participation Rate 40.93               37.74               58.10               53.60               48.81               46.46               64.82               64.91               

Rates

South AfricaEastern Cape
Youth Adult Youth Adult

 
Source: Own calculations derived from Statistics South Africa, 2011 
 
Table 1 provides data on employment and unemployment. Key findings include:  
 
Between 1Q2005 and 1Q2011, the number of youth employed in the EC increased by 
5.5% while that of adults decreased by 10.97%. In SA, employment for youths and 
adults has increased by 6.95% and 13.72% respectively.  
 
The unemployment rate for youths and adults declined by 1.89 percentage points and 
0.48 percentage points respectively.  
 
Between 1Q2005 and 1Q2011 in the EC, the labour force participation rate and labour 
absorption rate experienced a decline for both youths and adults of 37.74% and 53.60% 
respectively.   
 
The largest increase was among discouraged work seekers. These are people that have 
given up looking for a job. Between 2005 and 2011, 162 250 young people gave up 
looking for work. 

1Q2005=1st quarter 
2005

1Q2011=1st quarter 
2011

SA=South Africa
EC=Eastern Cape

Stats SA=Statistics 
South Africa
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In Q12011 there was close to 270 000 discouraged young work seekers in the Eastern 
Cape. South Africa as a whole had 1.5 million young discouraged work seekers in the 
same period. Once a person has become discouraged, it is very hard to become an 
active work-seeker again. And the longer one stays out of the labour market, the harder 
it becomes to find work.  
 
Figure 1 illustrates that youth are more likely than adults to be unemployed or have 
given up looking for work. In 2011, 75.22% of the unemployed were youths, and 72.79% 
of the discouraged work seekers were youths. Young people made up just over half of 
the labour force (54.48%). 46.86% of people employed are young.   

Figure 1: Youth and adult employment status in the EC, 1Q2011 
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Source: Own calculations derived from Statistics South Africa, 2011 

The high unemployment rate for youths in the EC highlights deficiencies in the 
education system. A discussion paper on “Confronting youth unemployment: policy 
options for South Africa” by National Treasury suggests that shortfalls in the education 
system limit the prospects of young people, leaving them ill-equipped for the 
workplace, in many cases without basic competencies. There are a number of 
explanations for the high unemployment among the youth, including: 
 
• Employers look for skill and experience -  unskilled and inexperienced job seekers 

are risky; 
• Low-quality education feeds into poor workplace learning capacity;  
• Lack of networks among black African youth makes it difficult for job seekers to be 

absorbed into the working environment; and  
• Mismatch between type of workers demanded by companies and those supplied by 

the labour market. 
 
Figure 2 illustrates that the EC’s youth unemployment rate has consistently remained 
more than double that of adults between 1Q2005 and 1Q2011. Youth unemployment 
follows the same trend as adult unemployment. Youth and adult unemployment 
peaked in 3Q2006 at 42.73% and 21.46% respectively.   
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Figure 2: Youth & Adult unemployment rate in the Eastern Cape, 1Q2005-1Q2011 
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Figure 3: Characteristics for unemployed youth & adult in the Eastern Cape, 1Q2011 
 
Figure 3 illustrates that people can be unemployed for a variety of reasons. Figure 3 
illustrates the characteristics of unemployed youths and adults. New entrants and job 
leavers contribute the highest percentage in the characteristics of unemployed - 84.34% 
(1 689 713 people) and 72.26% (98 496 people) respectively.  

Figure 3: Characteristics of unemployed youth and adults in the Eastern Cape, 1Q2011 
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• New entrant is a person who has never been employed before and is actively seeking 
employment for the first time; and the new entrants for youth make up 84.34% of the 
total new entrants; 

• Job leaver is a person who has voluntarily left one job and is actively seeking 
employment elsewhere. 72.26% of job leavers are youths. 

• Job loser is an unemployed person who has not been working for 5 years before 
became unemployed. 68.58% of job losers are youths.  This suggests that youths are 
often in temporary and short-term employment.  
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• Re-entrants  are persons who have worked before and whose main activity was to 
manage home or going to school before seeking work. 56.81% of re-entrants are 
youths.   

• Youths are only a minority among the long-term unemployed (13.44%).  
 
Figure 4 below illustrates characteristics of unemployed youth in the Eastern Cape in 
1Q2011. In 1Q2011, new entrants constitute the highest percentage of unemployed 
youth  at 85.00%. This means that only 15% of unemployed youths have ever worked. 
Re-entrants constitute 6.00% and job losers 5%. The figures tells us that it is very 
difficult for the youth in the Eastern Cape to obtain employment and some drop out of 
the labour market. Young people lose hope of finding decent jobs and this leads to an 
increase in the discouraged jobs seekers. 
 
Figure 4: Distribution of the characteristics unemployed youth, 1Q2011  
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Source: Own calculations derived from Statistics South Africa, 2011 

Figure 5: Unemployment rate by age in the Eastern Cape, 1Q2005-1Q2011 
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Source: Own calculations derived from Statistics South Africa, 2011 
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Looking at unemployment rate by age group in the EC in 1Q2011, figure 5 shows the 
following: 
• 62.12% of young people aged 15-19 and 46.54% of those aged 20-24 were 

unemployed. However those aged 15-19 are a very small proportion of the labour 
force, since a large number of people in this group are studying.  

• This 15-19 year group saw the largest increase in unemployment between 1Q2005 
and 1Q2011. Unemployment decreased among the 20-24, 25-29 and 30-34 year 
olds.  

Employment
A paper on Employment, Growth & Development Initiative by the Human Science Research 
Council (HSRC) suggests that more than 70% of black graduates find their first job in the 
public sector. It is hard for black youth to be absorbed into the private sector as they are 
less likely to have networks that will help them to find a job. Many black African youths 
grow up in households without a wage earner and are thus less likely to obtain information 
about possible opportunities within the labour market. 
 
However, figure 6 shows that the largest employer of youth is the wholesale & retail trade 
sector. This sector is characterized by low educational qualifications, low skill and often 
short-term and part-time employment.  

In 1Q2005, wholesale & retail trade (26.31%) followed by agriculture, hunting & fishing 
(21.95%) were the main contributors to employment in the province. In 1Q2011, 
agriculture, hunting & fishing only provided 8% of youth employment and the main 
contributors to employment were  wholesale & retail trade(25.94%) followed by 
community, social & personal services (18.42%).  Between 1Q2005 and 1Q2011 there has 
been a significant decline in the contribution to employment by agriculture, hunting, 
forestry & fishing. However, there has been a general decline in employment and growth in 
this sector over the same period.  

Figure 6: Youth employment by sector, 1Q2005 & 1Q2011 
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Source: Own calculations derived from Statistics South Africa, 2011 
 

The largest 
contributor 

towards jobs for 
the youth in the 

EC are the  
wholesale & retail 

trade, 
contributing 

25.94% in 
1Q2011, followed 

by community, 
social & personal 

services 
accounting for 

18.42%

Youth 
employment in 

the Agricultural 
sector saw a 

decline of 15.86 
percentage points 
between Q12005 

and Q12011

Youth 
unemployment 

requires both 
short- and long-
term measures 

that encompass 
increasing 

demand for 
labour, improving 

education and 
skills, and labour 

market 
interventions



6

National Treasury’s Policy Proposals 
In February 2011 National Treasury released a paper for public comment on policy 
options for confronting youth unemployment in South Africa. Below we present a 
summary of National Treasury’s proposals. 
 
Addressing youth unemployment requires both short- and long-term measures that 
encompass increasing demand for labour, improving education and skills, and labour 
market interventions that improve the employability of young people. In addition to the 
youth employment subsidy, a multi-pronged strategy to address youth unemployment 
should include the following:  
• Reviewing the legislative environment 
• Direct Public Employment opportunities 
• Improving education performance and skills development 
• Employers would be able to claim the learnership incentive  
• Improving the public employment services available to the youth 
• Entrepreneurship schemes. 
 

Arguments for a youth employment subsidy
“A youth employment subsidy will not, in itself, solve 
unemployment among young South Africans. It is, however, a useful 
measure that will assist young, inexperienced workers gain work 
experience, access decent jobs in the formal sector and improve 
their employment prospects in the long run.” (Treasury, 2011:10) 

 
The motivation for a youth employment subsidy is that in an environment where young 
people have little work experience and the costs of firing and hiring new staff can be 
high, firms will tend to hire fewer young people than they should. The youth 
employment subsidy will address this in three main ways.  
 
First, the subsidy reduces the financial costs or risk associated with not knowing the 
productivity of the person to be employed.  
 
Second, the youth employment subsidy could help to make the training of young 
workers more affordable to employers, particularly smaller employers.  
 
Third, the subsidy may encourage more active job-search because youths believe that 
they will be  able to find work. In summary, a youth employment subsidy lowers the 
relative cost of hiring a young person (while leaving the wage the employee receives 
unaffected) and therefore increases demand for young workers.  
 

How will the youth employment subsidy work?
The subsidy will be subject to an initial implementation period of three years with 
detailed monitoring and reporting on a quarterly basis. Continuation of the subsidy and 
design changes will depend on a full impact evaluation, with appropriate job creation 
and cost per job criterion.  
 
The proposed youth employment subsidy will run through the Pay as You Earn (PAYE) 
system operated by the South African Revenue Service (SARS).  
 
The subsidy will be available for young and less skilled people aged between 18 and 29 
years old earning below the personal income tax threshold.  
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It will be available for a maximum of two years and have a maximum value of R12 000. 
This is approximately half of the average income of a formal-sector worker aged 18 to 
29 years old and eligible for the subsidy.  
 
The 18 to 29 year age range targets the group with the highest unemployment rate that 
would benefit most from exposure to the labour market – in this group the majority 
have never worked before and exit rates out of unemployment are low. 
 
It is estimated that the youth employment subsidy will subsidize 423 000 new jobs for 
young and less skilled people aged between 18 and 29 years old. The youth 
employment subsidy is expected to cost R5 billion in tax expenditure over three years. 
Net new job creation is estimated to be 178 000 jobs at a cost per job of R28 000. 

Responses to the youth employment subsidy
The subsidy was meant to be introduced on April 1 2012, however, Finance Minster 
Pravin Gordhan announced in his 2012 budget speech that the proposal is currently 
before Nedlac for discussion. Below we look at some of the responses to the youth 
employment subsidy proposal.  
 

Business welcomes the proposal
Business Unity South Africa (BUSA) has repeatedly welcomed the youth wage-subsidy 
proposals. BUSA sees the subsidy as a part of a strategy to make the labour market 
more flexible, and thus more “employer friendly”. In a statement on the 2012 Budget 
speech, this support was reiterated: “BUSA welcomes the emphasis in the Budget 
Speech on finalizing the youth employment subsidy scheme and hopes it will be 
implemented as soon as possible.”  
 
Financial advisory and management firm Bank of America-Merrill Lynch said to Business 
Day in March 2012 that it believed the proposed youth employment subsidy could spur 
employment creation in South Africa  
 

COSATU rejects youth employment subsidy proposal 
Cosatu has repeatedly rejected the proposal for a youth employment subsidy. In the 
June/July 2011 issue of The Shopsteward Cosatu (page 14-15) outlined its reasons for 
rejecting the proposal.  
 
Cosatu argues that historical factors and the demographic profile collude to ensure that 
even in instances where there is entry in the labour market, it is often oriented towards 
low wage and low-skilled positions with little or no long-term prospects of improving 
the quality of employment. This essentially ensures the perpetuation of the apartheid 
labour market. The key challenge therefore is to reverse the apartheid labour market 
and address structural unemployment. 
 
Cosatu’s greatest apprehensions about the youth employment subsidy are that it would 
entrench the already existing two-tier labour market. This subsidy might also drive 
wages down, leading to a race to the bottom in terms of workers’ earnings.  
 
A central concern about subsidies is that firms may opt to hire new workers who meet 
the criteria for the subsidy and displace existing workers from their current jobs. This 
will have the result of further segmenting the working class.  
 
Treasury’s acceptance of the logic that young people are a risky investment, according 
to Cosatu, constitutes the passing of the buck for youth unemployment to the shoulders 
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of young people. Cosatu is also troubled by the disdain for the public sector to play a 
role in employment creation. In the discussion document, it is strongly argued that 
individuals employed in public sector interventions have lower chances of accessing 
permanent employment in the private sector. 
 
 It is against this backdrop that COSATU rejects the youth employment subsidy. 
 

Eastern Cape Jobs Strategy
The Eastern Cape government is currently developing a Jobs Strategy. The aim of the 
strategy is to incentivize job creation, retain existing jobs and build the social economy.  
The strategy proposes a range of measures to address youth unemployment:  
• Training of unemployed youth: 

o Adult Basic Education and Training  
o Ensuring adoption and proper application of recognition of prior learning 

by government and industry.  
o FET colleges to become youth development centres. 

• Implementation of the wage subsidy proposal in the province  
• Working with business support organizations to develop and implement a youth 

self-employment programme.  
• Public sector jobs creation such as EPWP and “green youth brigades” 
• Social Development Projects, such as income generating projects, LED projects and 

cooperatives development  
 

Conclusion 
The challenge of youth unemployment facing the EC is significant, with more than a 
quarter of youth in the EC unemployed. It is difficult for youth to find employment 
because of lack of experience and skills, poor education and limited networks. The 
importance of work lies not only in the experience acquired and income earned, but 
also in the intangible benefits it provides including independence, dignity, a sense of 
accomplishment and freedom. 
 
No single policy offers the solution; what is needed is a sustained period of accelerated 
and inclusive economic growth and a comprehensive set of short-term and long-term 
policy reforms and initiatives. While not setting targets for youth employment in 
particular, the New Growth Path, the Industrial Policy Action Plans and the National 
Development Plan contain a range of measures to increase employment in general.  
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