
 
 

SARPN 
&  

OXFAM  
 
 
 
 
 

HIV/AIDS, 
Poverty & 
Inequality 

 
 
 
 
 
 

SEMINAR 
 
 
 
 
 
 
 
 
 

23 January 
2006 

 
 
 
 
 
 
 

Burgers Park 
Hotel 

 
Pretoria  

South Africa 
 
 
 
 
 
 
 
 
 
 
 
 
 

SARPN & Oxfam Seminar on  
Poverty, HIV/AIDS and Inequality in Southern Africa 

 
Seminar Paper 

 
Poverty and unemployment in South Africa. 

 
Isobel Frye, NALEDI 

 
 
1. Introduction 
Levels of poverty and unemployment in South Africa are critically high, 
despite the country’s status as an upper middle income country.  Poverty and 
unemployment are structural rather than cyclical in nature.  Chronic 
structural manifestations of poverty and unemployment are far more difficult 
to address in terms of policy interventions than transient cyclical episodes. 
 
The extent of the marginalisation of poor people from the formal mainstream 
economy and opportunities for income generation is of a level which demands 
that successful interventions must address issues of distribution of resources 
in this country.  There can be no cheap and painless quick-fix.  Effective 
policy solutions need to be informed by the historical causes of inequality, as 
well as the ongoing impact of intergenerational poverty and dispossession, 
and need to address class as well as racial inequalities. 
 
Of a population of 46 million people in South Africa, 48.5% of people were 
living in poverty in 2002 according to the national poverty line of R354 per 
month per adult equivalent (1995 value).  In 2002, 23.8% of people were 
living on less than two US dollars a day, and 10.5% on less than one US dollar 
a day (UNDP, 2003).  In 2004, 41% of working age people were unemployed 
according to the expanded definition of unemployment, and 26.2% according 
to the narrow definition (Labour Force Survey, 2004)1. 
 
Chronic poverty is usually transferred across generations.  A lack of access to 
assets prevents households from accumulating sufficient surpluses to move 
out of poverty over time.  Living in precarious circumstances also of itself 
acts as a brake on people’s ability to use their resources to move out of 
poverty.  People often choose to use what assets they have in a cautious 
manner to prevent boom or bust situations, but low risk ventures result in 
low risk returns. Poor people also have limited access to insurance of any 
type.  When crisis does strike, the most prevalent way of coping is to sell off 
what assets exist, to reduce levels of food intake, and to take children out of 
school both to save school fees and to provide for extra labour (Dercon, 
2005).   
 
The chronic nature of unemployment in South Africa is illustrated by the fact 
that many unemployed people have never before worked.  In addition, many 
people who are unemployed and are still actively looking for work have been 
looking for work for an excess of 3 years.  Social security in South Africa is 
based on European models developed after the Second World War, where 
unemployment was considered to be short term and cyclical.  This is borne 
out by an examination of the terns and conditions of South Africa’s 
Unemployment Insurance.   

                                            
1 See the discussion later on in the paper about the difference in the definitions. 
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This fund which is available only to formal economy employees provides relief for a maximum 
of 6 months.  For the millions of chronically unemployed, there is no relief to be had.  
Likewise, non contributory social assistance, developed on the same principles, offers 
assistance only to children and pensioners, since according to our social policy, working age 
people should be able to access income through employment. 
 
In this paper we shall examine briefly the historical/ political connections between poverty 
and employment in South Africa, before moving on to an examination of recent trends in 
employment, and we shall conclude with some challenges and opportunities. 
 
The impact of HIV/ AIDS on individuals, households, communities and society in general needs 
to be kept in mind.  This paper will not specifically address this, but the disaggregation of the 
workforce and the unemployed per sex and per age cohort will enable readers to use these 
figures with statistics that reflect the ravages of HIV/ AIDS on society per sex and age cohort. 
 
2. Historical background on income, race, wages and poverty 
Since the arrival of the Dutch in South Africa in 1652 to establish a refreshment station for 
Dutch sailors involved in global trade, the indigenous local economies of South Africans have 
been subjected to exploitation and extraction to support interests and economies foreign to 
the most South Africans. 
 
The majority of people however continued to be sustained from the land.  Bundy, in his book, 
The Rise and Fall of the South African Peasantry, describes how at the turn of the last century 
a strong African peasantry existed with accumulated surpluses which traded with white 
interests on equal terms. 
 
At the end of the Nineteenth century, industrialisation of what was soon to be the Union of 
South Africa was in its infancy, financed and driven by the recent discovery of diamonds and 
gold.  To finance the rapid expansion of the extraction processes, a limitless supply of cheap 
labour was seen as desirable by capital - the mine owners, and by the complicit governing 
powers.  This led to the passing by Parliament of the nefarious 1913 Native Land Act.  Under 
this Act, Black African South Africans were dispossessed of their lands and livelihoods and 
restricted to live on reserves that represented 13% of the total area of the country. 
 
The black workforce that was deemed necessary for the mining and agriculture (the 2 largest 
economic sectors at the time) was employed under strict conditions which regulated their 
rights of movement and settlement in non-reserve areas.  Employment contracts were 
generally short term in nature – usually only for one year.  This underlined the temporary 
nature of a black person’s existence beyond the reserves. 
 
As a result of a number of deliberate policies, such as the imposition of high taxes payable 
only in cash on people living in reserves, a deliberate dependency was developed between 
households living on reserves and migrant labour. 
 
According to Wolpe’s (1972) analysis, the establishment of reserves served not only a racialist 
purpose of dispossession and what basically amounted to conditions of internment, but it was 
also necessary economically to serve the development of racial capitalism through the 
subsidisation by reserves of the extremely low wages that were being paid to migrant workers 
in urban areas.  Conditions of overcrowding and lack of services on the reserves have been 
well documented elsewhere. Needless to say, the deliberate restriction of the size of plot, 
the right of ownership and occupation of land was clearly designed to prevent the 
accumulation of surplus by black Africans to perpetuate this state of being. 
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The South African economy followed a trajectory similar to most colonies and latter day 
developing countries, namely one of dependency on the primary extraction of natural 
resources.  This dependency on primary extraction, the means of production of which was 
owned by a few magnates (mining) and white farmers (agriculture), prevented black South 
Africans from pursuing their own livelihoods.  It also frustrated or retarded the organic 
development and deepening of the economy in terms of value adding or beneficiation 
processes which would have created a new reservoir of jobs and income sources.  Both of 
these effects are causes of today’s high levels of poverty and unemployment. 
 
Under Apartheid, the earlier colonial policies of segregation were legally entrenched.  Few 
black people, especially black Africans, were allowed to acquire property.  Jobs and the 
attendant skills were reserved according to colour, and the development of human capital 
amongst black Africans, in urban areas and in the later homelands, both in terms of health 
and education, was deliberately under invested by the state. 
 
One of the ways of keeping wages low was to proscribe the building of worker strength 
through the prohibition of the recognition of trade unions for black people.  This continued 
until the early nineteen eighties, after the Wiehahn Commission of Inquiry into Labour 
Legislation (1977 to 1981).  Opportunities to demand better wages and fight for better 
working conditions through collective bargaining and the use of labour power was accordingly 
denied to the majority of South African workers for decades. 
 
Wages for black workers continued to be calculated on a level that just provided for the 
subsistence of the worker and his or her family based on poverty lines that were in reality, 
subsistence levels. 
 
 

“The Bureau of Market Research has for some years calculated a poverty datum line for 
Africans living in the main urban areas. There are two levels, the Minimum Living Level, 
and the Supplemented Living Level. The former denotes the minimum financial 
requirements of members of a household if they are to maintain their health and have 
acceptable standards of hygiene and sufficient clothing for their needs. The MLL is the 
lowest sum possible on which a specific size household can live … The Supplemented Living 
Level (SLL) makes provision for more items than the Minimum Living Level … it can be 
best described as an attempt at determining a modest low-level standard of living.” 
(Budlender et al, 1984). 

 
It is trite to say that low wages for unskilled and semi-skilled workers will have a dampener 
effect on wages for the rest of the workforce, white or black.  This was however not 
appreciated by white workers to the detriment of the broader working class throughout 
recent South African history.  
 
3. Employment trends2 
As indicated above, levels of unemployment are central markers of levels of poverty in South 
Africa.  Unfortunately over the last decade we have seen a steady increase in levels of 
unemployment in South Africa.  Unemployment3 rose from 34.3% of the total working age 
population in September 2000 to 40.5 % in March 2005.  The likelihood of being employed in 
South Africa is still heavily influenced by race, geographic location, sex and levels of skill. 
 

                                            
2 As indicated, most statistics in this paper come from the biannual Labour Force Surveys which are 
available on www.statssa.gov.za. 
3 Unless indicated to the contrary, “unemployment” shall be used in this paper to refer to the 
expanded definition of unemployment, which includes the category of discouraged work seekers who 
are not included in the narrow or official definition of unemployment. 
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This section begins by disaggregating employment/ unemployment by sex and race.  We shall 
then consider the category of “discouraged work seeker”, and thereafter examine the 
average duration of periods of unemployment for unemployed workers.  We shall then 
consider the merits of the optimism surrounding the growth of employment opportunities in 
the informal economy, inter alia by looking at the average wage distinctions between the 
formal and the informal economies.  We conclude by examining the levels of permanent, 
casual and temporary jobs. 
 
3.1 Overview of the working age population 
The number of working age people in March 2005 was estimated to be 29. 5 million people 
(Labour Force Survey 2005).  Of the total of 22.8 million black South Africans of working age, 
just over half (11.8 million) were economically active.  8 million of these people were 
working and 3.7 million people were unemployed.  This must be compared to a total of 2, 1 
million economically active white South Africans out of a total of 3 million, 2 million were 
working, and 107 000 of these were unemployed. 
 
Levels of employment and unemployment are contested in this country, as referred to above.  
The primary contestation concerns the use of the narrow, official measure, or the expanded 
measure of unemployment. 
 
3.2 Definitions of unemployment and discouraged work seekers 
The official definition of unemployment counts as unemployed only those workers who have 
actively sought work in the last 4 weeks.  If (for instance, due to past frustrations or due to a 
lack of resources to travel to a town to look for a job) a worker has not actively sought work 
in the last 4 weeks, they are strictly and officially speaking deemed not to be unemployed.  
They are also not employed, but constitute “discouraged” work seekers. 
 
The impact of this distinction on levels of unemployment is well illustrated by studying the 
following two tables that consider each definition as at September 2004. 
 
Table 1: Number of unemployed people – official, strict definition, September 2004 

 
Source: Labour Force Survey, September 2004. 
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Table 2 Number of unemployed people, expanded definition, September 2004. 

 
Source: Labour Force Survey, September 2004. 
 
The difference in the figures (25.2% or 4.1 million unemployed workers compared to 41% or 8 
million unemployed workers) is made up as indicated above of discouraged workers. 
 
In Table 4 we can track the rise of discouraged workers from September 2000 to March 2005.  
The figure increased from 2,2 million workers to 3, 8 million over this period of time, 
reflecting an increase from 8% of working age people to 13% in just over 4 years. 
 
3.3 Increase in size of the Economically Active Population 
When tackled about rising levels of unemployment, government often refers to the fact that 
the economically active population has grown at a higher rate than the working age 
population.  This is true, as can be seen from the following Table.  There are a number of 
possible reasons for this – an increase in urbanisation, an increase in opportunities for women 
etc.  The underlying question however must be asked – why is it that people who previously 
did not see themselves as economically active, now do?  To hazard an answer based on 
international social policy studies, can be partly attributed to growing levels of poverty within 
households, and possibly due to increased levels of unemployment among the traditional 
breadwinners – males.  These questions however should be more rigorously researched, both 
to understand the current trends, and to anticipate future developments. 
 
Table 3.  Labour supply, 1995 to 2002. 
 1995 1997 1999 2002 
Working age population (15 to 
65) (million) 

23.9 25.3 26.0 27.2 27.8 

Economically active 
population (official) (million) 

11.4 11.4 13.6 15.4 15.8 

Economically active 
population (expanded) 
(million) 

13.6 14.6 17.2 18.6 19.1 

Unemployed (official) 
(million) 

1.8 2.3 3.2 4.6 4.8 

Discouraged work seekers 
(million) 

2.1 3.2 3.6 3.1 3.3 

Expanded unemployed 
(million) 

4.0 5.5 6.8 7.7 8.1 

Labour Force Participation 47.8 45.3 52.1 56.7 57.0 
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Rate (%) (official) 
LFPR(%) (expanded) 56.9 57.7 66.1 68.3 68.9 
Source: DBSA, 2005. 
 
This Table shows the very large increase in labour force participation, growing by 4.4 million 
people during the period 1995 to 2002.  Over the same period however, the number of new 
jobs grew by only 1.4 million (DBSA, 2005). 
 
Table 4. Disaggregation of unemployment by sex, September 2000 to March 2005. 

 
Source: Labour Force Survey, September 2000 to March 2005 Comparison. 
 
The category of discouraged work seekers is an important indicator of the effects of 
unemployment on unemployed workers.  It would be valuable for government policy makers 
to discover the causes of the discouragement as a preliminary step to re-employment of 
unemployed people.  Accordingly it is extremely troublesome to note that StatsSA, the 
official national statistical office in South Africa, has ceased to report on the category of 
discouraged work seeker. The effect of this is to render the 3. 8 million discouraged work 
seekers neither unemployed, but certainly not employed, in other words, they are officially 
erased. 
 
Table 5. Official unemployment by sex and population group, March 2004 to March 2005. 
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Source: LABOUR FORCE SURVEY, 2005. 
 
3.4 Disaggregation of the officially unemployed 
Of the 4,2 million unemployed workers in South Africa, 1, 6 million have been looking for a 
job for more than 3 years.  2.5 million of the officially unemployed people have never before 
worked.  Of these, the largest single section (41.5%) has been looking for a job for at least 3 
years (Labour Force Survey, March 2005). 
 
In each of three age cohorts of unemployed people as presented by the Labour Force Survey 
who have worked before, namely 15 to 30 years, 31 to 46 years and 47 to 65 years of age, 
17.2 %, 46.0 % and 61.4% respectively have been unemployed for in excess of 3 years. 
 
Table 6. The unemployed (official definition) – 15 to 65 years by duration of job seeking, 
age and whether they have worked before. 
 

 
 
Source: Labour Force Survey, March 2005. 
 
Of the unemployed people who have worked before, 29.3% last worked in elementary 
occupations, 15.76 % worked in craft and related trades work, and 13.41% who were 
previously employed as domestic workers.  Given that the structure of employment has 
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shifted significantly in favour of skilled employment (DSBA, 2005), un- and semi-skilled 
unemployed workers are finding it increasingly difficult to find new jobs. 
 
3.5 Wage Income 
Between 1993 and 2004, employment remuneration fell from 51% of GDP to 45%, while the 
share of profits increased from 25% to 30% (Business Report, 13 July 2005). 
 
According to a recent study on wages in South Africa between 1995 and 2000, overall wages 
declined significantly (Leibbrandt et al, 2005).  The most significant decline was however for 
the lowest earning workers, whose real income during this period halved.  For workers in the 
10 to the 75th percentile of workers, incomes fell by a third in real terms.  Only for workers in 
the 90th percentile for women and the 95th percentile for men did real wages increase during 
this five year period. 
 
Leibbrandt et al are at pains to admit that these findings do not correspond with the National 
Income figures which suggest real wages either remaining constant or increasing.  In response 
they contend that the data used by them (the Income and Expenditure Survey and the Labour 
Force Survey) is transparent, while the state that the data used for the National Incomes is 
not. 
 
As wages for women and for black workers were generally worse off in 1995, the sharp 
declines have affected their incomes more harshly. 
 
One reason for this sharp erosion in value of wages is that real wages did not keep pace with 
inflation, a reason not dismissed by the authors (Leibbrandt et al, 2005).  Strong unions are 
vital in demanding real increases for workers, especially for more vulnerable workers. 
 
3.5.1 Incomes per sector 
 
Table 7. Monthly income per Industry, September 2004. 

 
Source: Labour Force Survey, September 2004. 
 
These categories include both workers in the formal and informal economies as recorded by 
StatsSA (c.f. with Table 7 totals).  We can see from this table that the majority of workers 
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(6.3 million out of 11.6 million workers) earned R2 500 or less per month in September 2004.  
In Table 8 we shall see that while the largest concentration of formal economy workers 
earned between R2 501 and R8 000 per month, the largest concentration of earners in the  
informal economy earned between R1 and R500 per month in September 2004. 
 
3.5.2 Formal/ Informal economies 
With the realisation of the rate at which the formal economy was shedding jobs, people 
began to question whether the informal economy could in fact absorb the high levels of the 
unemployed.  Levels of people who pursue their livelihoods in the informal economy in South 
Africa are very low compared to levels on other developing countries (in India for instance, 
90% of working age people are involved in the informal economy).  Hopes were high that 
unemployed persons could provide for themselves through starting small and micro 
enterprises, and from there “graduate” to medium enterprises in the formal economy. 
 
If we examine Figure 1 however we see that the level of informal economy employment has 
actually fallen since March 2001, and remains at just over a quarter of employment levels in 
the formal economy. 
 
Figure 1. Formal and informal employment, September 2000 to March 2005. 

 
Source: Labour Force Survey, 2000 to 2005 Comparison. 
 
According to the DBSA 2005 South Africa Development Report, not enough attention has been 
paid to the distinction between opportunity and necessity entrepreneurs.  The needs of the 
two groups are extremely diverse.  The majority of people fall not into the former category 
but to the latter, and struggle to make enough for a survivalist existence as can be seen from 
Table 8. 
 
From Table 8 we can see that just under 70% of people in the informal economy earned R1000 
a month or less in September 2004.   We also see however that a total of 1,897 000 workers in 
both economies earn less than R500 per month. 
 
Table 8.  Monthly income in the formal and informal economies, September 2004 
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Source: Labour Force Survey, September 2004. 
 
3.6 Terms of employment 
Finally we come to examine the trends around terms of employment – i.e. whether a worker 
is employed permanently, or is a casual or temporary worker by comparing information from 
September 2002 and March 2005 in order to answer the question as to whether there has been 
a significant downscaling in permanent jobs in favour of casualisation? 
 
Table 9. Terms of employment, September 2002. 
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Labour Force Survey, September 2002. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 10.  Conditions of employment per sector, March 2005. 

 
Source: Labour Force Survey, March 2005. 
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According to these tables, the percentage of permanent jobs as a function of the total jobs in 
2002 was 75%, and this dropped slightly to 72.7% in 2005.  The majority of new jobs created 
however appears to have been in the category of fixed term contracts which rose from 4.1% 
to 5.2% of total jobs, representing 215 000 extra jobs. 
 
The estimated real impact of the recent retrenchments and reduction in terms of 
employment is expected to show effect throughout the rest of 2005/ 06 in the mining and 
textile sectors. 
 
A number of economists however (Bhorat and Hodge ,1999. Rama, 2001, both cited in DBSA, 
2005) argue that there has been a trend towards outsourcing in the manufacturing sector 
(DBSA, 2005), with the result that vulnerable, unorganised and unprotected informal workers 
run the risk of increasingly paying the price for increased profitability in this sector.  
 
In addition to offering more security, permanent jobs also in general provide access to 
benefits and social security, both private such as to pensions and medical aid, and to state 
social security, such as contributions to the Unemployment Insurance Fund and the 
Compensation for Occupational Injuries and Diseases Fund. 
 
3.7 Impact of levels of Education 
The final Table that we look at considers the unemployment rates amongst people according 
to different levels of education, namely no formal schooling; incomplete primary education; 
complete primary education; incomplete secondary education; complete secondary 
education; matric; diploma and degree.  The Table uses the official narrow definition of 
unemployment, which has seen an increase from 15.8% in 1995 to 30.5% in 2002.  
Unemployment rates for people with a completed matric doubled, mirroring those of the 
general unemployment rate between 1995 and 2002 (namely an increase of 16.0% to 32.3%).  
However the unemployment rate for people with diplomas increased more than threefold, 
from 4.7% to 14.6%, and for people with degrees, a slightly lower rate of increase, from 2.4% 
to 6.6% (DBSA, 2005). 
 
Table 11. Official unemployment rates per level of completed education, 1005 and 2002. 
Percentage of unemployment per level of 
completed education 

1995 2002 

No schooling 12.6 19.3 
Incomplete primary 17.4 29.9 
Completed primary 18.7 31.4 
Incomplete secondary 19.5 38.1 
Matric 16.0 32.3 
Diploma 4.7 14.6 
Degree 2.4 6.6 
Source: DBSA, 2005. 
 
Altogether, a gloomy picture.  Leibbrandt et al (2005) found that statistically, there was no 
increase in employment rates as a return to years of education between 1995 and 2000 – in 
other words, sticking it out to increase the number of years one spent in education did not 
increased your chance of finding education during this period, which questions to some 
degree the received wisdom that the reason that so many people are unemployed is due to 
their low levels of education. 
 
 
4. Conclusion - Challenges and Opportunities. 
Section 27 of the Constitution of South Africa guarantees to everybody living in the country 
the right to sufficient food, and the right to adequate social security or social assistance.  
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Constitutionally we need solutions to address the high levels of poverty that is the daily 
reality for so many South Africans. 
 
 Employment in South Africa is integral to people’s livelihoods, both present and future.  It is 
important to agree that job creation of the magnitude required for South Africa to meet the 
Millennium Development Goal and targets of halving the number of people living in poverty 
and unemployment by 2015, let alone to lift the majority of people out of poverty will be a 
long term project, requiring negotiation of factors within our control, and those external to 
our control, including global trade. 
 
It is important to be realistic about what we can and cannot do and what is feasible.  Certain 
projects have been adopted to a loud fanfare despite indications that they will fail to meet 
their required goal.  One such expensive project is that of the Expanded Public Works 
Programme.  Evaluations and assessments suggest that as a tool to firstly lift people out of 
poverty through access to income, and secondly to equip them with sufficient skills and 
experience to develop their own livelihoods, the programme cannot work.  Yet, because of 
the expectations that have been created around the programme, and the ideological 
satisfaction that it provides for decision makers who wish to see the poor working themselves 
out of poverty, more and more money is allocated to the line item every year. 
 
In a frank assessment of how government has gone wrong in trying to bring marginalised 
people into the folds of the formal economy, the DBSA concludes as follows: 
 

1. There has been a failure to disaggregate and quantify what the nature of the problems 
are that we are dealing with and to appreciate that the poor and marginalised are not 
one homogenous group but instead require many different types of interventions and 
programmes. 

2. There has been a disregard and neglect for people’s existing skills and knowledge. 
3. There has been a lack of proper consultation to understand what the real constraints 

are facing people struggling to move out of poverty. 
4. There has been a failure of government to learn from past lessons. 

 
The old adage of the need for a skilled workforce remains a constant, and is not encouraged 
by the poor level of teaching experienced by the majority of poor learners.  Spatial dynamics 
are important in terms of trying to move employment opportunities closer to communities of 
unemployed people.  Innovative studies of the impact of current and recent trade agreements 
need to inform the development of new skills to meet the requirements as they develop. 
 
We also need to appreciate that the high levels of poverty act as a brake on addressing 
unemployment, as it affects domestic demand, and especially demand for cheaper, locally 
produced goods and services.  South Africa is still importing at a higher rate than it is 
exporting which needs to be addressed. 
 
The level of the crisis of poverty and unemployment needs to be recognised for what it is.  
Pursuing higher levels of economic growth in the absence of understanding how the current 
structure of society and the economy is still focused on obtaining maximum productivity at as 
low returns as possible, means that we will not break the current mould. 
 
In the interim, there is an urgent need to expand the cover of social security as 
unemployment continues to rise.  Social spending must also be appreciated as an investment 
and not as soft spending, which even the World Bank is advocating.  An injection of cash into 
poor households is the one of the most liberating and empowering ways of assisting poor 
people to strengthen their own coping mechanisms, to address their immediate needs, and to 
begin to move out of such chronic levels of depressed economic activity.  Adequate social 
security is a constitutional right.  It is also the surest way of strengthening and supporting 
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people’s livelihood strategies to assist them in moving to of poverty as has been shown by 
government commissioned studies. 
 
A successful advocate will tell you never to ask a question to which you do not already know 
the answer.  However, we do not need to win arguments here, but find real solutions.  We 
need to move beyond ideologically entrenched notions inherited from liberal democracies and 
ask the bold question of what a developmental state facing these challenges needs to be 
doing. 
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