Ehipfojrrheﬁ't creation targets

The government s committed to halving unemploymant betwe=n 2004 and 2014, The HSRC employment scenarios
show this required the creation of five million jobs. With the downtumn, the same objective has been restated, Bul
running up to 2020, can it be achieved? Yes, absolutely, says MIRIAM ALTMAN.

1 the clearest expression of govesnmant inten-

Tion, wihat doss the budget tell us? Five milllon

jols could be <rested il the ecomomy griw by
an asverage 4.9% pa between 2010 and 2020, but
then povemment would hive to pay for two milllon
piushilie watks fype: jobs fosting abolit R25bn.

Froe smallion sl ranll b evedied i the econ-
iy gres by e ienipe 4.5% pa betwern
N amed 200200,

The budget forecasts a growth rate of 3.4% this
yeat, rising o 4.4% by 2013, i the economy grew &
bit faster at say just over 5.5% pa, the target could
mastly be reached through the market, and only
700 000 public works jobs would be needed, costing
gbout R10bn, Treasury already forecasts a growth
rate fising to 4.4% by 2013. So why not streich it
& little?

Sustainable employmant growth will depend an
news and expanded business investment. The budget
affers stme important lems, such as continued con-
mitment to nfastructure spending and irvestment
Incentives. Infrastructure spending stcotnts for 9% of
GOP, bt abait one-thind qoes 1o capital and impost-
Intenaive Investments by Eskom, In other areas, propect
management, scheduling and fimely payments have
beem @ thallenge.

Forturiately, most of our bariers 1o job creation
arie soll made and rectifisble. We could achieve faster
emplaymint creation Il these himiers were addressed,

ranging from energy, 1o waler, [0 trandport, sMong
others.

ENERGY SUPPLY AND COST CONSTRAINTS
Energy 5 a porfect example where elaciricty short-
ages will be a brake on job creation up 1o 2016,
Faster action & needed to sign up power suppliers 1o
the grid. More is needed to fund municipal elestric-
ity distribution systems, Efforts fo promate energy
efficiency are central, The new imvestment incenthves
that allow for tax deductions where firms invest in
new or upgraded technology are welcoms o nox a
fittle late in coming. more than two years after the
onset of the eriergy crisis. The 121 tax incentive was
intnounced late Last year, and the 12| incentive, which
will be specifically aimed at energy saving measutes,
s andously awaited.

Fortumately, mait af opr Sarrseed to sob e
atinn e ol meade and reetefiadile, We caneld
i tiere fuster emplovreent crestion of thrie
farmvers vere wddresied,

And while the electncity price I st 1o double
sheetly, Treasury has proposed a carbon ta that could
add a further 25% to an imvestar's electricity bl The
paficy mi could be improved to ansure that new
Impesiments have access to-elecricity, withaut havisg
the fifeblood squeesed out in the process, Rapidl
thing électncity prices are enough o dissyads enemy
Infenthve invedmeanty

TAX DEDUCTIONS AND INCENTIVES

The 120 rax allowane has received consaderable atten-
tioey, bt most of the press has suggested |t would
promaote capital intersive projects: However, this s not
quite the case. In fact, it madks an important shift away
from the historical lezning of the department of trade
and industry (i) to capital Intersty,

Thie Inoentive allews 3 tav deduction to the
amint of 35% 10 55% of capital ihvested in 3 new
mvestrrent valied at ower RI00m of an expansion of
wpgrade yalued a1 over Ratm. Some of the qualifying
Betiuty Involve plais for improved energy sificancy,
lecal purchasing of Iriplts, ekpecially from small and
medivin entarprises (SME), [abour mtenglty and skily
davelopement. It also offen a tralning allowance of
R3b 000 per employee. This i 2 step 10 the right
direction, afthough cash might be more helpful in 2
downtuin, especially for the smaklel expansion.

It wadd bave bien preferable 1o heat more aban
xpanded suppan to companies that alm to/imvest In
Africa 3 Asta, and about incentlves to attract fomsgn
companies to use South Alrca as & springboard. More
could be said shour government’s commitment o
expasstiing its local supplie: bidse and pajdng its sip-
pliers on fime. Late payments cauvé seriouy cash- low
difficulties for SVEs.

The Sttt of the Nation address reparted that the
dtls payment hot e bas Mus far laolitated B2 10m
worth of payments, but much mome needs to be done
fr fact, thiz s a2’ location for & pact with. corporate
Sauth Africa 1o truly commit o 30-day paymenss a«
ane wary 10 salve cash-flow problems for SMEs

Ministel Gosdhan fightly spoke about the mpor.




tance of mnowation a5 a loundation for the 54
ecaromly. Wihite pubific suppart for resesrch and davel-
opment has expanded substantially, it i off & very Il
bace. novation it goinm to be an esential ingradient
i Stk Africa’s ahility to expand ity industrial base

YOUTH UNEMPLOYMENT

There hias been mich talk about how 1o address yalth
unemployment, Mo doubt, an expanded ecohomy
A ezzentigl Even so, matching youth e fobs 1 a
challenge. Treaiury propozes & RSbr t2e incentive ta
subsidise the hiring of youth, The proposed R9bn youth
fund aims more broadly 1o suppor evidenre:based
interventiang thal would entance youth employablity.
Dependeng on how It & pent, this oolld potentially
improve the employment prospects of about 500 000
young pecple or abodt 15% ol unemploved under
245 This 15 significant

It wonld have been pivienabile to dar niore
o e rl.um'lrr.f' HEPPOEE Fa s pasies Fhud
airen ta pmpeedd ra A Percet anad Aing, snd abosit

I e aitnae .Fi‘?in‘;;'q SeRn faraes 0, de

SIEEA |_""I e i iprrrariogrd,

But w It possible that young people are not
employed. for lsck of work-rsadinesy kil such &
attmude, communication; reading comprehenasion o
IT awareness? Seventy per cent of those who sat the
I000 matric exein achieved a grads lower than 40%
in maths shd science, snd dimost half achieved |esy

than #0%: In geograghy and history. Tha majority of
matric gradustes uriderstood less than a third 10 & hadl
of the curmiculum

A papulation of young peopte who are alienatsd
from Institutions has been created, who cannot there-
fore meanimgtutly engage m the (abour market at the
mast-hasic level. Reducing the price of labour will nat
address this furdamental gap. I 4 essential that the
majerity have bacde capabilites thar enable them to
work and study Jurthier,

Some part of this gap might be addressed
thiowgh expanded further education and manmg
opportumties. Indesd, it |5 common to pull young
people aut ol the labow matksl n counbries with
high unemployment, Together, the Further Fducation
and Trsining, Mational Skills Fund and SETAS reach a
maximurm of 5% of the 4.5 million unomployed endes
35year-olds with proposed spending of R43bn aver
The MTEE. The: eritical chalsnge lies In improving qual
ity and pas rates to enable meaningfl expansion o
mid-tisf kaming.

GROWING THE PUBLIC WORKS
PROGRAMME

The expanded public works programme [EPWP) st
radch mote pedpile even I the sconoiny grows fasted
Hall ol the progremme sull, gims 10 intengdy Lsbouw
shsgeption In public infrastracture projects. Bt the

EPWP wes dhio revamped 1o encourage municipalities,
wart committees and nor-prolt ofganaations fo gen:
erale apportufieties. The idea wis 19 encoutage more
dispersed dessgn and defivery so az 1o expand reach
Thee emesging programmes are Community Works and
Employment incenthves or muricipalities and the non
profit, nos-siate serto,

Hier o o pocickile that venrng Pl ane mof
eraploved for leck of sonvk -readimeni okifls,
i 4 e, commpmIcito. readiige
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T budget is-a limtle hard 1o foliow byt funds
dflncated specfically to EPWP job ereation e from
about AT.4bn in X001 to RZSbA In- 2012013
Conudembly mare limding will be needed - Up to
live times marm,

Programme expanson will depend subsrantiatly
on improved commumication, support and finangial
management, & |ncreasingly MGOs are mesnt to
Enow about it e access the funding, If suceessiul,
thie CWP and 'non-state sector Employment Incentive’
shouid despen wervice delivery as |ocal drctures sta-
Bilese and strengthen

Author, D Miriam Altman, distinguished resaarch fellow, HSRC, and member of the
Natwonal Planning Commission,
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