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THE SCALE OF UNEMPLOYMENT
IN SOUTH AFRICA

A

ccording to the Quarterly Labour
Force Survey (QLFS – a householdbased sample survey) South Africa
had a working age population of
approximately 39,7 million people for
the 3rd quarter of 2021 (Stats SA 2021).
This figure includes all persons aged

from 15–64 years. Of this population,
only 21,9 million are considered to be
part of the labour force – these are all
the people that are able and willing
to work. The other 17,8 million are
considered not economically active
(see Fig 1).

Unemployed
7 643 000
19%

Not economically active
13 958 000
35%

Total
Working Age
Population:

Not economically active
Employed
Discouraged work seekers

39 745 000

Unemployed

Discouraged
work seekers
3 862 000
10%
Employed
14 282 000
36%
Figure 1: SA working age population Q3 20211

In simple terms, the labour force
includes all the employed and
unemployed people in the country
(the green and yellow segments of the
pie in Fig 1). The latest QLFS indicates
that of the 22,8 million labour force,

1

14,9 million people are employed, while
7,8 million are unemployed. From these
statistics comes the frequently quoted
unemployment rate, which now stands
at 34,4% – this purports to represent the
proportion of the labour force that is

Source: Stats SA (2021) QLFS 3rd Quarter – own graph
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unemployed. But this figure – which is
consistently the highest in the world for
countries with a large population and
developed economy (even higher than
war torn countries like Palestine)1 –
nevertheless only serves to understate
the real extent of unemployment in two
regards.
Firstly, to be considered
employed one only has to have
worked one hour in the week in
which the survey was conducted.
This means a significant amount of
people who do the smallest amount
of work during that week are captured
as employed. Furthermore, it does
not identify the nature of the work
– meaning a person who stood at
the side of the road selling sweets
for an hour in the reference week is
considered employed. This definition
of employment is very broad, and
it conceals the actual extent of
unemployment and underemployment
in South Africa.
Secondly, while the criteria
make it relatively easy for respondents
to be considered as employed, to be
unemployed one is required to meet a
number of criteria. According to Stats
SA (2021, p 23) Respondents are only
recorded as unemployed if they:
a) Were not employed in the
reference week; and

2

b)

c)

d)

Actively looked for work or tried to
start a business in the four weeks
preceding the survey interview;
and
Were available for work, i.e. would
have been able to start work or a
business in the reference week; or
Had not actively looked for work in
the past four weeks, but had a job
or business to start at a definite
date in the future and were
available.

In effect, these criteria mean that
the official unemployment rate
grossly underestimates the number
of unemployed by excluding the
millions who have given up looking
for employment. Discouraged workseekers (i.e. those who have given up
looking for work for any number of
reasons) are not counted in the official
unemployment figures. According to
the QLFS, a discouraged work-seeker
is: “A person who was not employed
during the reference period, but
wanted to work, and was available to
work/start a business but did not take
active steps to find work during the
last four weeks, provided that the main
reason given for not seeking work was
any of the following: no jobs available in
the area; unable to find work requiring
his/her skills; lost hope of finding any
kind of work” (Stats SA 2021, p 24).

https://businesstech.co.za/news/general/125145/south-africas-unemployment-rate-vs-the-world/
https://internationalbanker.com/finance/unemployment-in-south-africa-urgent-attention-required/
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When discouraged workseekers are included in the labour
force, the expanded unemployment
rate rises to 46,6%. But even this
figure doesn’t capture the true extent
of the problem of unemployment

in South Africa. To understand
why, we have to look into the
category “not economically active”.
Figure 2 represents the composition of
this category.

Other
1 119 000
8%
Too old/young
to work
1 626 000
12%

Student
6 507 000
48%
Student
Characteristics of
Not Economically
Active:

Home-maker
Illness/disability
Too old/young to work

13 515 000
Illness/disability
1 508 000
11%

Other

Home-maker
2 755 000
21%
Figure 2: Characteristics of Not Economically Active3

It is plausible for students, those with
illness or disability, and those who
are too old or too young to work,
to be considered not economically
active. Although, even within these
categories there are arguments to be
made against this classification: for
example, many ill/disabled people
could be considered unemployed. An
even stronger argument can be made
for those considered homemakers.
Through personal correspondence,
Stats SA clarified that this category
is comprised of housewives. Over
3

2,75 million is an extraordinarily large
number of housewives for a country
in which the majority of households
are on the edge of survival. If all
these people who are actually
unemployed were properly classified,
the unemployment rate would rise to
above 50%.
This means that more than one
of every two people in South Africa who
are able to work and to contribute to
the economy are sitting idle. A handful
will have the luxury to have chosen to
do so, but the large majority will have

Source: Stats SA (2021) QLFS 2nd Quarter - own graph
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been forced. Of those classified as
unemployed, 77% (6 million out of 7,8
million) are long-term unemployed,
meaning they have been without work

for more than a year. Figure 3 beaks this
down further, describing how people
came to be unemployed.

Other
1 741 000
22%

Job losers
2 312 000
30%
Job losers

Re-entrants
335 000
4%

Job leavers

Characteristics
of Unemployed:

New entrants

7 862 000

Re-entrants
Other

Job leavers
324 000
4%

New entrants
3 114 000
40%
Figure 3: Characteristics of Unemployed4

Fig 3 shows that a significant proportion
of the unemployed are people who
have lost their jobs (30%). However, the
substantial majority are new entrants
to the labour market (40%). This is
reflected in the youth unemployment
rate, which indicates that nearly two
thirds (64,4%) of those aged 15 to 24
and 42,9% of those aged 25 to 34
are unemployed, according to the
official definition. Unemployment also
disproportionately affects women,
with the official unemployment rate
for women sitting at 36,8%, compared
to 32,4% for men. In terms of race, the

4

black African population continues to
be disproportionately affected, with a
higher rate of unemployment (38.2%)
than the national average and that of
other population groups.
The figures outlined in this
section are indicative of the systemic
nature of the unemployment issue
in South Africa. It is one of the many
unwanted legacies that have been
inherited from the apartheid regime. It
is an issue that persists and is not being
adequately addressed; if anything it has
only intensified under the current ANCled regime.

Source: Stats SA (2021) QLFS 2nd Quarter - own graph
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STRUCTURAL UNEMPLOYMENT IN SOUTH AFRICA
South Africa’s unemployment problem
is a structural one. It can be traced back
to its history of apartheid and the nature
of the development of its economy.
Structural unemployment also needs
to be understood in relation to the
macroeconomic policies implemented
by the post-apartheid government,
which have exacerbated the issue –
these will be dealt with in detail in the
next section.

Until the early 1970s, South
Africa experienced growth-enhancing
structural transformation. Thereafter,
it entered a period of premature
deindustrialisation. In the post-apartheid
era, South Africa has found itself
trapped on a long-term low growth
path, with growth in the agriculture and
manufacturing sectors notably absent
from the economy. This has resulted in
stubbornly high unemployment rates,
due to an inability of the economy to
absorb excess labour supply.

Sectoral Comparison of GDP 1994 & 2014
Wholesale & retail trade
1994

Transport, storage
& communications

2014

Sector

Mining & quarrying
Manufacturing
Financial business services
Electricity, gas & water
Construction
Community, social
& personal services
Agriculture, forestry & ﬁshing
0

5

10

15

20

25

30

Percentage of GDP

Figure 4: Sectoral comparison of GDP 1994 and 20145
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Source: Bhorat, et al (2016) Demographic, employment, and wage trends in South Africa - own graph.
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In the two decades following the end
of apartheid, South Africa’s growth
path has also been characterised
by a rapid relative expansion in the
services (or tertiary) sector. This has
led to growing inequality, particularly
through the marginalisation of workers
in the middle of the skills and wage
distribution, with policies in place to
protect workers at the bottom end of
the spectrum (Bhorat and Khan 2018).
Figure 4 charts the percentage of GDP
per sector at two moments in time,
1994 and 2014.
Figure 4 confirms that, since
the end of apartheid, four sectors
have expanded: financial and business
services, transport storage and
communication, wholesale and retail
trade, and construction. The remaining
five sectors have declined in their
share of GDP, notably including mining,
manufacturing, community and social
services, and agriculture. Based on
this evidence, it is clear that South
Africa has shifted increasingly towards
the provision of services, in particular
financial and business services, while
its labour-intensive productive sectors,
such as manufacturing, mining and
agriculture, have stagnated and
declined. In addition, the mining
sector has become increasingly less
labour intensive over time, given the
increasing levels of capital required in
the production process.

South Africa is classified as
an upper-middle income country.
However, with a Gini coefficient that
rose from 0.58 to 0.69 between 1995
and 2014, there is an exceptionally
high level of income inequality (Bhorat
& Khan 2018). In effect, this means
that a large working class is forced to
survive on the low wages of a handful
of workers and meagre subsidies
handed out by the government, while
the upper and upper middle classes
are very well off and able to maintain
high standards of living. These upper
and middle classes are extremely
well compensated, especially relative
to workers, ensuring that high levels
of consumption can be maintained,
despite the lack of buying power
amongst the majority of the population.
As a result, there’s a tendency towards
greater demand for luxury goods and
services, and consequently less capital
is directed towards the production and
provision of basic necessities.
Figures 5 and 6, on the
following pages, confirm these trends
and analyses. Figure 5 shows that the
finance and business services industry
has recorded the fastest growth out of
all sectors of the economy over the last
10 or so years, and now contributes by
far the most to Gross Domestic Product
(GDP) of any sector of the economy.
This is while mining, manufacturing and
other productive sectors have recorded
much slower growth in GDP, stagnated
and declined.
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Figure 6 shows the number
of people employed in each industry
over a similar time period. Here we
can see that there has been a marked
growth in the number of people
employed in community and social
services, which can be attributed to the
government’s Expanded Public Works
Programme (EPWP). What is most
interesting about Figure 6, however,
is when it is compared to Figure 5.
At a glance, it is noticeable that the
coloured lines roughly correspond
to one another – the numbers of the

workforce are roughly consistent with
the contribution to GDP. That is except
for two – construction and finance. In
the construction sector, employment is
significantly higher than the proportion
of GDP. This reflects the labour
intensiveness of this industry and the
temporary, short-term nature of much
of the work. Conversely, the number
of employees in the finance sector is
much lower than expected given its
contribution to GDP.

Quarterly GDP by industry from 2005 to 2017 at constant 2010 prices
700 000

Rand (millions)

600 000
500 000
400 000
300 000
200 000
100 000
0

Time (from 2005 to 2017)
Finance, real estate, business services

Transport, storage, communication

General government services

Electricity, gas, water

Manufacturing

Construction

Wholesale, retail, motor trade, catering, accom

Agriculture, forestry, ﬁshing

Mining, quarrying

Figure 5: Quarterly GDP by industry from 2005 to 2017 at constant 2010 prices6

6

Source: Stats SA (2018) GDP First Quarter 2018; own graph
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Today, it is clear that the services sector
is the primary driver of growth in the
country, while the agriculture, mining,
and manufacturing sectors have
declined in their relative importance.
While the post-apartheid government
has worked at strengthening its propoor policies, the high levels of poverty,
unemployment, and inequality, forged
under the apartheid regime, still remain

a feature of the country. Bhorat et al.
(2020) propose that the future of South
Africa’s structural transformation and
inclusive growth path rests on the
ability of the country to move into more
skills-intensive and higher value-added
manufacturing, while also promoting
employment-enhancing services
subsectors.

Employment by Industry Jan 2008 to Jun 2018
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Figure 6: Employment by industry Jan 2008 to Jun 20187
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Source: Stats SA (2018) QLFS 2nd Quarter 2018; own graph
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GOVERNMENT INTERVENTIONS
TO TACKLE UNEMPLOYMENT

S

ince the transition to democracy in
1994, the South African government
has attempted to address the high
unemployment rate and poor living
standards by rolling out a number of
job creation programmes, as well as
an extensive system of social grants.
In 2000, about 3.9 million people,
out of a population of 44.5 million,
received a grant; that’s 9% of the
population. By 2019, the number of

8

total beneficiaries was up to 18.2 million
people, amounting to 31% of the total
population.8 The Covid-19 pandemic
has only intensified this situation. When
beneficiaries of the temporary Social
Relief of Distress grant are included,
the number of grant recipients jumps to
just under 28 million people.
There is considerable resistance
to more social spending, especially
in the form of grants. This means that
low-income governments and donors
the world over have been keen to
identify interventions that both address
basic consumption needs and at the
same time contribute to addressing
unemployment. The notion is that such
interventions can do better in promoting
productivity, growth, stability, and
graduation (skilling) while decreasing
dependency (McCord 2012). This has
resulted in a drive towards Public Works
Programmes (PWPs) rather than transferbased social protection. In South Africa
three such programmes have been
rolled out since 1994: the Reconstruction
and Development Programme (RDP),
the Special Poverty Relief Allocation
(SPRA), and the Expanded Public Works
Programme (EPWP).

https://www.dailymaverick.co.za/article/2021-08-26-south-africa-must-ascertain-how-social-grants-can-alleviate-the-gruesome-threesome-of-poverty-unemployment-and-inequality/
https://www.groundup.org.za/article/everything-you-need-know-about-social-grants_820/
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normal department mandates and not
treated as an aside. This gave rise to
the EPWP (Lieuw-Kie-Song 2009).

RDP: 1994–1999
The RDP was the main programme of
the new ANC government post 1994. It
emerged from months of negotiations
between the ANC, its alliance partners
(COSATU and SACP), and broader civil
society organisations. The main aim
of the programme was to redress the
immense socioeconomic problems left
behind by the Apartheid regime, focusing
in particular on poverty and the massive
shortfalls in social services, such as
housing, water, electricity, land reform,
healthcare, public works and jobs.
Apart from criticisms of the
scope of the programme and the
quality of services provided, serious
difficulties with institutional design
emerged as it became unclear
where the RDP ended and normal
government functions began. This
institutional confusion led to the
closure of RDP offices, and it was
resolved that functions would be run by
respective mandated departments as
parallel functions did not work (LieuwKie-Song 2009).

EPWP Phase 1: 2004–2009
The first phase of the EPWP took a
cautious approach and was small in
relation to the scale of the problem,
mainly due to skepticism over whether
it would work. The institutional issues
experienced with the previous two
programmes influenced its design.
There was an increase in budgets as
well as a motivation for them to be in
line with their respective departments.
There was also an aim to address
priority areas, in particular deficits
in infrastructure, social services and
environmental services, without
undermining the public sector.
Key design features of this programme,
as noted in Lieuw-Kie-Song (2009),
included:

•

SPRA: 1999–2004

•

Under the SPRA, different departments
had to bid for poverty relief projects
that fell within their mandate. This
programme was however limited due to
the size of the allocation and the failure
to use normal department budgets. It
was concluded that such a programme
needed to be mainstreamed into

•

11

All levels of government (national,
provincial, local) expected to
contribute to the target of creating
1 million work opportunities over
5 years;
Provision of income and training,
enabling people to move into
other work;
A special employment framework
to distinguish from public
sector and formal employment:
maximum employment duration,
allowance for low wages, training,
no unemployment insurance);

Fighting Mass Unemployment

•

•

•

No special budgets; employment
creation mainstreamed in the
core function of government, and
parallel/peripheral institutions
and functions limited;
Focus on four sectors for
implementation – infrastructure
(roads, water, parks), environment
(fire, wetlands, alien vegetation),
social (child, home & communitybased care), and economic (small
enterprise development); and
An EPWP Unit in the Department
of Public Works responsible for
programme & design, coordination
& mobilisation, monitoring &
evaluation, communication,
technical support, and reporting
back to cabinet.

At the launch of Phase 1, a target
was set of creating 1 million work
opportunities over five years (650 000
“real jobs”/full time equivalents [FTEs],
measured as equivalent to a full year’s
work). This target was met one year
ahead of schedule, along with the
targeted proportion of opportunities
for women and youth. However, it
was considered that, while there
was a general decline in the rate of
unemployment over the span of the
first phase, the scale of the programme
needed to be expanded significantly, in
order to properly address the problem
(Department of Public Works 2009).

9

It was also realised that other issues
needed to be dealt with:
• Firstly, the duration of jobs was
shorter than expected, meaning
less income and less work
experience for participants;
• Secondly, training targets were too
ambitious and couldn’t be met;
• Thirdly, wages remained static
while other costs rose - in some
areas wages were so low as to not
make any meaningful difference to
people’s lives;
• Fourthly, differing wages and
employment conditions created
difficulties; and
• Finally, implementation
and structures in charge of
implementation differed in
performance, with those in areas
of need especially limited.9

EPWP Phase 2: 2009–2014
In attempting to respond to these
issues, the second phase of the
EPWP set a new five-year target of
creating 4.5 million work opportunities
(which is equivalent to 2 million FTEs).
Furthermore, it (DPW 2009) resolved to:
• increase the average duration of
work opportunities to 100 days;
• focus on training required to do
the work;
• introduce a national minimum
wage level that included a wider
range of activities;

http://www.hsrc.ac.za/en/review/september-2008/policy-works
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•
•
•

locate clear political and
administrative accountability for
EPWP targets across all spheres;
expand to non-state organizations
(NGOs and CBOs); and
introduce a wage incentive for
different spheres and sectors, to
speed up growth and increase
work duration

2 million). It was considered that, while
labour intensity increased steadily
during this phase, there was too much
focus on employment targets, an
inconsistent understanding of EPWP
requirements, lack of legislation to
enforce compliance, and inadequate
funding to skill participants. It was also
recognised that in efforts to maximise
one of the three outcomes – social
protection (income), employment, and
the provision of assets and services –
there would have to be trade-offs, often
to the detriment of the other outcomes
(DPW 2014).

Phase 2 was less successful in reaching
its targets than Phase 1, with only
4,1 million work opportunities created
(90% of its target). However, in terms
of FTEs only 1,15 million opportunities
were created (just 57% of the target of

Work Opportunities
Target (FTEs)

Sector

Work Opportunities
Reported (FTEs)

Infrastructure

2 374 000 (903 478)

1 647 379 (469 206)

Environment

1 156 000 (325 652)

817 588 (235 388)

Social

750 000 (513 043)

866 246 (314 944)

Community Work Programme

384 000 (166 957)

559 925 (78 708)

Non-Profit Organizations

384 000 (111 304)

180 154 (49 454)

Total

4 500 000 (2 000 000)

4 071 292 (1 147 699)

Table 1: Work opportunities created in Phase 210

EPWP Phase 3: 2014–2019
The third phase of the EPWP aimed
to create in excess of 1 million work
opportunities a year, culminating in just
over 6 million opportunities (2.6 million
FTEs) in 5 years. The design of Phase 3
was aligned to the two main objectives
10

of the National Development Plan
(NDP) – to eliminate poverty and reduce
inequality by 2030 – by contributing to
reducing unemployment by creating
temporary employment, and by
contributing to social protection for the

DPW (2014) WPWP Phase 2 Performance; own table
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unemployed through income support.
Phase 3 aimed to deal with the
substantial non-compliance with the
minimum wage; to minimise patronage
and abuse during selection and improve
target group benefits (55% women, 55%
youth [16-35yo], and 2% disabled); to
ensure that work enhances the public
sector and contributes to development;
and to encourage both coordination
across programmes and promotion of
programmes within different sectors
to monitor, evaluate and set their own
benchmarks (DPW 2014).
Once again, Phase 3 was less
successful in reaching its targets than
both the previous phases of the EPWP.
It only reached 73,2% of its target,
creating 4 389 516 work opportunities.

Of the work opportunities created,
2 million were created for the youth
(amounting to 46%), 2.9 million for
women (67%) and 55 346 for people
with disabilities (1,3%). The work
opportunities were achieved through
the implementation of 69 891 projects
across all the provinces. A total of R36
billion was transferred to participants
as wages. An increased focus on
Community Works Programmes was
noted; this allowed the stimulus to
address spatial inequality, targeting
the poorest areas and strengthening
productive activities in marginalised
local economies.
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In reviewing Phase 3 (DPW
2019), the following key findings were
identified:
• targets were unrealistic;
• public bodies did not have the
capacity to implement projects;
• there was limited commitment
to use own funding for
implementation;
• there was insufficient technical
and managerial capacity for

•
•
•

implementation;
compliance with EPWP principles
had improved;
provision of training for all
participants was not feasible due
to limited budgets;
opportunities should be identified
for increased involvement/
partnerships with the private
sector.

Work Opportunities
Target

Sector

Work Opportunities
Reported
(% of 5 year target)

Infrastructure

2 451 003

1 414 209 (57,7%)

Environment

1 151 504

919 572 (79,9%)

Social

1 038 929

844 655 (81,3%)

Community Work Programme

1 470 000

922 094 (62,7%)

Non-Profit Organizations

267 000

288 986 (108,2%)

Total

6 000 000

4 389 516 (73.2%)

Table 2: Work opportunities created in Phase 311

EPWP Phase 4 2019–2024
The fourth phase of the EPWP is
currently underway. It has been scaled
back and will target at least 5 million
work opportunities in the 5-year time
frame, across the different sectors.
The infrastructure sector is expected
to contribute the highest number
of work opportunities, followed by
the Community Work Programme.
Vulnerable groups will once again be

11

targeted, including women (60%), youth
between 16 – 35 (55%), and persons
with disabilities (2%). The objective
of EPWP Phase IV is “to provide work
opportunities and income support to
poor and unemployed people through
the delivery of public and community
assets and services, thereby
contributing to development” (DPW
2019: p 30).

Source: DPW (2019) Presentation to Public Works Portfolio Committee on Expanded Public Works

Programme progress 5th March 2019; own table.
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growth, stability, skills, dependency,
and unemployment. These issues
were exacerbated by the 2008 global
financial crisis, and this has promoted
even greater interest in the potential
role PWPs can play.
McCord (2012) explains
that PWPs like the EPWP have
gained popularity based on certain
assumptions which operate at three
levels:

Phase 4 is set to focus its
attention on the following areas:
• strengthening the monitoring
of the core EPWP principles to
improve compliance with the
EPWP guidelines;
• expansion of the programme
through replication and
improvements in programmes
across all sectors;
• enhancing the EPWP coordination
and institutional arrangements;
• strengthening impact evaluation
of the EPWP and ensuring greater
transparency and accountability
through the introduction of Social
Audits; and
• strengthening partnerships with
the private sector and TVET
Colleges.

•

•

LIMITATIONS OF THESE
INTERVENTIONS
In a context of poverty, systemic
unemployment and jobless growth,
interventions such as Public Works
Programmes (PWPs) are often favoured
over transfer/cash-based interventions
such as social grants. Low-income
country governments and donors
prefer them because they are believed
not only to address basic consumption
needs (which the latter also do), but
also to contribute to dealing with a
range of other problems that fragile
developing states face, problems
associated with issues of productivity,

•

Firstly, at the micro-economic
level, they are seen to: promote
household productivity without
inducing dependency; provide
a wage transfer (as opposed
to a cash transfer); foster skill
and asset creation; and assist in
graduating people out of poverty.
Secondly, at a macro-economic
level, they are seen to stimulate
demand (by injecting cash into the
economy); to create productivityenhancing assets; and to
contribute to national growth.
Lastly, at a socio-political level,
they are seen to function as
political and social stabilisers.

However, in practice there is
inadequate evidence of significant or
sustained impact in addressing the
issues, beyond basic consumption
smoothing. These assumptions of
PWPs are thus often unfounded,
or at best hold up only in particular
contexts (for example, wage-transfer
interventions may work in the

16
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context of employment crises but
are less effective where systemic
unemployment is prevalent).
It is suggested that these
inadequacies are related to poor
theorisation and design features
that include low wages, short term
employment, small scale coverage and
duration, poor quality asset creation,
limited training, and institutional
constraints (McCord 2012). Rolling out
PWPs effectively requires significant
institutional capabilities and planning,
capacities which are often lacking
in the contexts where such projects
are most popular. It is thus critical to
interrogate such institutional capacities
and understand the popularity of PWPs
in relation to concerns surrounding
programme outcomes and,

importantly, political and organisational
(government and donor) interests.
In this regard, McCord (2012: p 8)
warns that:
Subordination of social protection
to broader productivity and growth
objectives may result in the selection
of sub-optimal social protection
design in contexts of constrained
institutional or fiscal capacity. This
is, at least in part, due to a set of
political economy drivers that give
preference to policies on the basis of
assumed, rather than actual, impacts
or prioritise symbolic over empirically
attested policy choices. It is important
to understand these drivers of policy
choice so that future programming
can be sensitive to domestic and
international geo-political realities.

17
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EMPLOYER OF LAST RESORT –
AN ALTERNATIVE GOVERNMENT
INTERVENTION
the chance to do so (see Minsky 1965,
1968, 1973, Wray 2007a, 2007b). The
ELR is envisioned as a governmentimplemented programme that creates
jobs at a minimum wage for those
who cannot otherwise find work. It
is seen as a permanent programme,

T

here are alternative programmes
and policies that the government
could consider implementing, to
address the issue of structural
unemployment. Beyond the
introduction of a decent and
permanently implemented cash
transfer in the form of a basic income
grant (BIG), the government can act as
an Employer of Last Resort (ELR). AN
ELR programme goes beyond transferbased solutions and conventional
PWPs, aiming to ensure that anyone
who is willing and able to work has

not a temporary or emergency one
(as is the case with most PWPs). An
ELR programme is also not seen
as a substitute for private sector
employment, but rather a complement
to it. It is considered that this kind of
ELR programme would lend stability
to a country’s economy, but only if
it is rolled out in such an extensive,
albeit complementary fashion and on a
permanent basis.
Hyman Minsky, an American
economist, is best known for his work on
understanding and explaining financial
instability in capitalist economies. To
address this instability, he was a pioneer
in advocating for government to act as
an employer of last resort. He insisted
that the fiscal policies implemented
by the US government in the 1960s
post-war period, coupling a high
investment path aimed at stimulating
growth with welfare measures to tackle
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poverty, would end up generating
macroeconomic instability and prove
ineffective in significantly lowering
poverty rates. Despite Minsky being
proved right – as today, even the most
advanced economies are characterised
by mounting instability and persistent
poverty – policies targeting private
investment and growth remain popular.
To achieve stability and eliminate
poverty within the capitalist system,
Minsky suggested an ELR programme
in which government would take
unemployed workers “as they are” and
provide them with jobs that fit their skills.

markets, eventually trickling down and
benefitting other economic sectors and
poor households. An ELR programme
would need to be implemented
at a national level, as only national
government is in a position to offer an
“infinitely elastic” demand for labour
and ensure that anyone that is willing to
work at the going wage would be able
to get a job.
Minsky noted a number of
advantages to an ELR programme:

•
•

AN ALTERNATIVE
PROGRAMME TO ADDRESS
UNEMPLOYMENT
Instead of the popular, supply side,
trickle-down measures promoted
by orthodox economists to tackle
poverty and create employment,
Minsky argued for a “bubble up” policy
(Minsky 1965, 1973). He pointed to the
successes of New Deal programmes
in the 1930s that could be developed
into a nationwide employment
programme. A bubble up policy would
see government spending targeted
directly at the unemployed, through
government employing unemployed
workers directly into work that fits
their skills. This is in contrast to policy
targeted at stimulus for the leading
sectors of the economy, with the hope
that it ends up promoting tight labour

•

•
•

It can take unemployed workers
as they are, providing jobs and
income to those most in need;
Jobs can be provided for workers
where they live, including in rural
areas;
The ELR wage would serve as an
effective minimum wage, rather
than one set abstractly in policy,
and difficult to implement;
The wage could be used to raise
the wages of the lowest paid,
reducing inequality; and
The programme could also
include part-time paid work for
childcare, and even a discounted
youth wage.

In addition to an ELR programme
providing jobs in places where they are
most needed and to the people most
in need, it would also provide public
goods and services. It would be able to
provide these directly to poorer areas,
such as urban townships, informal
settlements, slums and ghettos,
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helping to quell unrest in these places
and stabilise social tensions in general.
Providing these visible benefits to the
public and strengthening the social
fabric would help to ensure taxpayer
support of the programme.
Another of the stated goals
of the ELR programme is to make
labour more homogenous, reducing
inequalities amongst workers,
particularly through education and
training. However, Minsky opposed
any kind of means-testing or even
any education or skill requirements
to get a job in the ELR, insisting that
government must provide jobs for all
those willing to work, at the established
minimum wage.
Alongside an ELR programme,
Minsky also advocated for a
progressive income tax to redistribute
already accumulated wealth and
access to resources, and recognised
the continued need for welfare for
those who couldn’t or shouldn’t work
(Minsky 1986). He believed that an ELR
programme by itself would solve most
of the poverty problem and would act
as an alternative to unemployment
compensation that in his eyes serves
to institutionalise unemployment.
Providing jobs for all would help to
affirm the dignity of labour and allow
everyone who so desired to participate
more fully in the economy.

ECONOMIC IMPACTS
In terms of rolling out such a
programme in a 1970s USA context,
Minsky envisioned that policy should
set taxes to balance the budget when
ELR employment reaches a certain
level - around 4.5% of the labour force
(Minsky 1973). When the private sector
slows, deficit spending by government
will increase, as revenue from taxes
falls and ELR employment rises above
the 4.5% level. In times when the private
sector expands, workers in the ELR
programme can be recruited by the
private sector, which could even result
in a budget surplus. This is how Minsky
saw the programme and budget
acting as automatic stabilisers for the
economy, spending and providing
stimulus during times of economic
slowdown and consolidating during
upturns.
Direct job creation by the
government, like that rolled out in New
Deal policies of the 1930s, would focus
on stimulus to employment. This would
reduce the emphasis on welfare and
reduce reliance on stimulus through
private investment. This approach
would reduce inequality by increasing
the wage share and reducing capital’s
share, helping to reduce financial
speculation and instability. Financing of
an ELR would not require private debt
and speculative finance, so it wouldn’t
foster speculative booms, and greater
stability of demand and output could
be achieved.
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Minsky predicted that countries
would need to drop the gold standard
before they could pursue continuous
full employment. Today, many of the
world’s countries have adopted a
floating exchange rate, opening up
space to pursue such domestic policies
and programmes. With a floating
exchange rate, the financial barrier to
offering employment to anyone willing
to work has been removed. According
to Minsky, a national government that
has adopted a floating exchange rate
is able to offer infinitely elastic demand
for labour, without having to worry
about affordability issues.
Minsky also argued that
ELR would not be inflationary once
it was in place (Minsky 1965). He
conceded that in the initial stages of
the programme, the move towards full
employment would mean the raising
of wages and consumption patterns.
This would be inflationary as it would
increase aggregate demand and lead
to some price increases. However,
he maintained that this would only
be a temporary issue, insisting that it
hasn’t been shown that maintaining
low unemployment is inflationary.
Maintaining full employment with an
ELR programme does not have the
same inflationary impact as moving to
full employment and would not result
in permanent inflation.

ELR IN DEVELOPING
COUNTRIES
There is a question as to whether
an ELR programme is feasible in a
developing country like South Africa.
Some object that, while rich countries
with advanced economies, like the
US, might be able to afford ELR,
smaller and weaker countries are
too poor to afford full employment. L
Randall Wray, an economist heavily
influenced by Minsky’s work, argues
otherwise. His argument is outlined
below. He contends that a sovereign
government, operating with its own
floating exchange rate, can always
financially afford an ELR programme
(Wray 2007b). It is now the case that
most developed countries operate with
floating currencies, as do a number of
developing ones, South Africa being
one. Other developing countries
continue to peg their currencies, and as
a result will face financial constraints in
implementing an ELR – this scenario is
not dealt with in this paper.
Wray indicates that the only
major implication of financing a new
ELR programme for a sovereign
country with a floating currency would
be a possible increase in government
spending. However, this net increase
in spending would be relatively small.
It would likely be in the region of 1%
of GDP, and possibly much less than
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that. The ELR is countercyclical, so
government deficits in boom periods
would probably be even smaller than
they are today, although this also
means that they would tend be larger
in slumps. But even this latter scenario
is deemed desirable by a broad range
of economists (including those on the
orthodox end of the spectrum), as
in such periods of downturn, deficit
spending acts as a cyclically stabilising
force. With an ELR programme, it would
have the potential to be larger than
it is today and thus act as a an even
stronger stabilising force.
According to Wray, the
desirability of ELR remains, even if
conventional views on government
financial constraints are considered.
This is based on the notion that there
are no plausible arguments against
the claim that governments can find a
way to finance a programme that will
generate real full employment at a
cost of less than 1% of GDP. It must be
pointed out that this amount already
exceeds that spent by governments of
developed countries in their attempts
to fight poverty and unemployment.
Even if governments are to be believed
that they are operating against tight
fiscal constraints, an ELR programme
can be undertaken by reordering
priorities. Wray asserts that financial
constraints of sovereign governments
are self-imposed and the result of

political considerations, and this
means that in reality they can always
financially afford to provide jobs to
unemployed workers.
To summarise, Wray argues
that a sovereign country, operating with
a floating exchange rate. can always
financially afford an ELR programme.
If there are workers who are ready and
willing to work at the ELR wage, the
government can always afford to hire
them. It pays these wages by crediting
bank accounts, and if it credits more
accounts than it debits through taxation
then a deficit arises. This takes the
form of credits to the banking system,
held as reserves, and if the reserve
holdings are excessive then banks bid
the overnight rate down. The overnight
rate is the interest rate that large banks
use to borrow and lend from and to
one another in the overnight market.
In most cases, the overnight rate is
the interest rate the central bank sets
to target monetary policy, making it
the lowest available interest rate. It is
available to only the most creditworthy
institutions. The government can let
the overnight rate fall to zero or it can
intervene to sell interest paying bonds
at the desired support rate, draining
the excess reserves. This shows that
government spending on ELR is not
constrained either by tax revenues or
demand for its bonds.
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ELR EXAMPLES
ELR programmes have been
implemented in developing countries
such as Argentina and India with
relative success. In Argentina, the Jefes
programme was implemented in the
wake of an economic crisis in 2002 and
was partially funded through World
Bank loans (Tcherneva & Wray 2005).
Most other safety net measures were
eliminated to gear funding towards
this programme. Participants were
limited to one per household. They
were employed on a half-time basis
and paid at half of the poverty line.
According to the World Bank, the
programme was highly successful.
Jefes spending was well targeted to the
intended population, poor households
with children. It provided necessary
services and small infrastructure
projects in these poor communities.
The programme increased the income
of poor communities, although it did
not pull them above the poverty line.
It was also noted that cases involving
corruption and mismanagement
were rare.
In India a number of
employment programmes have been
created since its independence. The
Maharashtra Employment Guarantee
Scheme (EGS), that dates back to 1965,
is the most significant of these (Dev
1995). It guarantees employment to
all adults over 18 years of age in rural
areas, who are willing to do manual
labour. The programme is totally

financed by government. It provides
about a third of the income of the
typical poor family. It has reduced
unemployment and underemployment
by 10 to 30% in Maharashtra state. In
contrast to the Jefes programme, which
was not permanently implemented
and set limits on who could participate
and the hours they could work,
the permanent nature of the EGS
programme means it goes further in
ensuring the recognition of the right
to work. However, the EGS also has its
limitations and issues: it applies only
to the rural poor; it promises only 100
days of employment; and it has been
subject to corruption and leakages that
undermine its efficacy.
The Jefes and Maharashtra
EGS programmes show many of
the fears of the critics of the ELR
are unfounded. Job creation under
difficult conditions and on a large
scale can indeed be effective.
Projects that are socially useful can
be undertaken. The programme can
be empowering for participants who
welcome the chance to work. It can
be democratically implemented with
few instances of mismanagement and
corruption. Jefes created numerous
projects that had no difficulty in
finding useful work for participants.
This in turn reduced social unrest and
provided much needed demand for
the private sector. However, once the
economic and social crisis passed,
political support for the programme
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•

from officials dwindled. This could be
because it was viewed as a solution
to a temporary problem, rather than a
commitment to guaranteeing jobs and
fulfilling a human right. In this respect,
Maharashtra’s EGS is considered a
better model to follow and build upon,
as it is viewed as a permanent and
necessary programme.

POTENTIAL ELR AREAS
OF WORK
Workers in ELR programmes can be
tasked with performing many different
types of work. In South Africa, workers
in the EPWP are already doing some of
this work. This could be improved upon
by upscaling projects that have already
been initiated, expanding into other
areas, and turning these projects, which
tend to be viewed as temporary, into
long-term, permanent ones. An obvious
area of work that should be targeted
by an expanded ELR programme
would be to increase the supply and
maintenance of public services (Wray
1998). This kind of work, should not
necessarily be limited to, but could
cover the following:

•
•

Restoration of public infrastructure
(such as fixing potholes, repairing
burst pipes)
Provision of new infrastructure
(creating new roads, establishing
sanitation systems)

Expansion of public services
(introducing recycling systems).

Such initiatives assist in reducing
costs, and in this way contribute to
increasing profits, in the private sector.
In developing countries or areas with
smaller economies, the focus will likely
need to be centred more on smaller
scale initiatives (Wray 2007b). These
could include provision of:
• Food
• Clothing
• Shelter
• Public health
• Childcare
• Adult education
• Small scale public infrastructure
Some of the abovementioned projects
will need to be implemented and
provided on a continuous basis. For
example, healthcare and childcare are
not projects with an end date and thus
require a continuous supply of ELR
workers. Other types of projects can
however be undertaken as short-term
initiatives, when there is a sufficient
supply of ELR workers that are required
to complete the project available.
Such projects could include smallscale infrastructure projects that are
not burning necessities, such as the
creation of sports and recreational
centres.
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These two different types
of projects would allow the ELR
to be flexible enough to deal with
fluctuations in employment. In times
of economic downturn, ELR would
have a surplus of workers and need
to create jobs, using the opportunity
to implement short-term “off the
shelf” projects. Whereas, when there
is economic growth and jobs are
being created, employment in the
ELR would decline and certain
projects that are not essential could
be postponed and finished at a later
date. Even in advanced economies
that find themselves in the best
of circumstances, there remains a
segment of the population that is not
able to find employment. So, although
fluctuations in employment pose
difficulties for the management of ELR
programmes, the ELR will always have
a basic supply of workers available for
it to be maintained.
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CONCLUSION

T

his paper has attempted to
documented and proposed
certain interventions that are
available to governments to address
unemployment. It has shown that there
are measures available, some of which
are more likely to have an impact on
unemployment numbers than others.
As has been shown, PWPs, like
the EPWP, tend to be limited in scope
and overall effectiveness, doing little in
the way of providing full time jobs and
actually addressing unemployment.
ELR programmes are clearly much
more effective at providing participants
with long term employment
opportunities and come along with a
host of other benefits.

So, there can be no doubt
which of the two kinds of interventions
is the more desirable. There are
questions around the financial viability
of ELR programmes and whether or not
they can work in developing countries
such as South Africa. However, this
paper has presented the argument
that ELRs can be financially viable,
and that the examples of programmes
in Argentina and India demonstrate
that they are workable in developing
countries.
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