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Status quo strategy

Socio-economic development (“well-being”) as a by-product of
growth

However,

Accelerated growth may not necessarily be sustainable and
translate into accelerated employment (and shared well-
being)




Demand-side Policy Intervention

Expansionary Monetary and/or Fiscal Policy

v v

t Spending fSpendlng

/’ N\

Demand for
4 goods and
services
~ \ /

_.". t Domestic i
H production

t Exports t imports

e,
.

Neutral balance of payments: |
1 EMPLOYMENT : Exports = Imporis

H Neuytral Exchange rate effect

v

Nettral Price 'and Interest Rate effects:
Demand = Supply

(7]
|
=
|
(7
=
o
o
>
=
2
o
<
L&)
5
o
o
=
7]
o
Z

SINIVYLSNOD ALIDVdYD | A1ddNS TVINLINYLS

Low GDP growth and
limited employment
opportunities

lllegal immigrants
High labour supply

Discouraged Inadequate skills

Low levels of
- Self-esteem

6/16/2007



South-Africa’s growth-poverty performance

a) Growth-employment divergence
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South-Africa’s growth-poverty performance

b) Growth-development divergence
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Lack of shared income and inequality

a) Household income share
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Lack of shared income and inequality

b) Inequality: South Africa relative to other emerging economies
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a) An unresponsive labour market
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b) Structural unemployment
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A supply-side phenomenon
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Several explanations can be offered for this
increasing trend, which, to a large extent is the
inheritance of apartheid and relates to a lack of

human capital investment:

+  Mismatches between skills supplied and demanded;

* Insufficient access to effective education and skills
development opportunities;

= Prolonged periods of unemployment may lead to a
deterioration of skills and motivation of individual job
seekers;

+ Little opportunities for the unemployed to learn-by-
doing or on-the-job-fraining;

= Lack of labour mobility, exacerbated by high and
increasing transport costs on the back of the rising
fuel prices and the lack of infrastructure maintenance
and development;

* Lack of sufficient social support services, which
increase the demand for social security grants; etc.
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Structural impediments: a socio-economic dimension

a) Income and expenditure on education trends: a country comparison
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Structural |mped|ments: a socio-economic dimension
b)Pupil performance across different levels of socio-economic status
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Structural impediments: a socio-economic dimension

Figure 7: A socio-economic dimension: Health

a) Public health exp i and the ilability of doctors - a country comparison
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Structural impediments: a socio-economic dimension

b) Growth in the ber of medical practiti s and nurses per 100 000 of the population
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Figure 8: Growth in criminal
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Structural impediments: a socio-economic dimension

a) Growth in access to financial markets (2004 - 2006)
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Structural impediments: a socio-economic dimension

b) Access to financial markets
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Structural impediments: a socio-economic dimension

a) Housing infrastructure
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Structural impediments: a socio-economic dimension

b) Household access to piped water
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Structural impediments: a socio-economic dimension

c) Energy: sources available to households
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Social security

Structural impediments: a socio-economic dimension
a) Government socio-economic expenditure
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Structural impediments: a socio-economic dimension

b) Growth in number of beneficiaries and real growth in social grants (2001-2005)
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Poverty — a self-fulfilling prophesy

a) Growth potential constrained by lack of shared well-being

Lack of shared
well-being |

The flipside of the “growth-to-employment” coin

Poverty — a self-fulfilling prophesy

b) Current growth potential and consequences
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a) Status quo b) New paradigm
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Model evidence

a) Results from the Macro-econometric model
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Model evidence

b) Result
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from the Computabl | Equilibrium (CGE) model
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Realizing the ASGI-SA ideal

Sustainable
growth
Challenge: ., Stable prices

1 growth potential
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s;a&% social development

Department:
Social Development
REPUBLIC OF SOUTH AFRICA

Thank you

Sponsored by the South African National Government

Department of Social Development
in terms of the

Chariotte Maxeke Collaboration

in the Economics of Social Protection
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