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COMMENT 1

STRUCTURAL UNEMPLOYMENT IN SOUTH AFRICA

Unemployment in South Africa has reached alarming
proportions. One estimate contained in this issue of
the Bulletin puts the level of African unemployment

at 2,3 million (or 22% of the labour force) at the end
of 1977, while another concludes that Africa unemploy-
ment was increasing at the rate of 14 000 workers per
month - i.e. 470 per day - during the last gqguarter of
1976. Thus the problem is critical and demands urgent
attention from policy makers-and effective action.
Tremendous hardships and profound humiliation are
undoubtedly being experienced by people without jobs.
Basic humanitarian grounds alone call for swift
intervention by the authorities and the private sector
to provide appropriate remedies.

Whereas most commentators in other South African
publications tend to concentrate on measuring the extent
of unemployment and underemployment, this issue of the
Bulletin focuses on analysing the causes of the problem.
For it is only when these are fully understood that
constructive and effective action can be taken to

combat and overcome the situation. We are, therefore,
publishing three articles based on different approaches
to the question, each of which tries to explain the
causes of unemployment and underemployment in the hope
that this will stimulate further debate on the issue.

We hope that debate will lead to concerted action on the
part of the government and employers. While the articles
have certain points in common, there are important
differences and divergent themes. For example, Professor
P.J. van der Merwe stresses population growth combined
with rapid urbanisation as important contributing factors,

Johann Maree, on the other hand, argues that the search
for higher profits results in the investment of labour-
saving technology. The industrial colour bar generates
further unemployment by creating bottlenecks of skilled
labour in the economy and gives it a twist so that the
burden of unemployment falls mainly on Africans,

Coloureds and Indians. Alec Erwin sees specific develop-
ments resulting from the peripheral nature of the South
African Economy in the development of a world capitalist
economic system as the fundamental causes of unemployment.



We do not claim that truth is the monopoly of any one
party but do believe that unemployment in South Africa
is a structural and not merely a cyclical problem. It

is undeniable that a recession of four years' duration
has intensified unemployment among our workers but there
are fundamental structural forces of a political and
economic nature which actually create unemployment. An
indication of this process is seen from the fact that
even during boom periods the absolute number of unemploy-
ed African workers keeps rising. It appears that even

at the end of 1969, after a sustained period of high
2conomic growth, African unemployment stood at the high
lavel of 1,5 million. Basically the solution to the
problem lies in changing the existing socio-political
and economic structures which create unemployment. This
means that all discriminatory laws in the employment
field will have to be repealed. Thus it demands the
abolition of job reservation and all discriminatory
barriers preventing Blacks from being apprenticed. It
raquires ending the exclusion of Africans from direct
and full participation in Industrial Councils. It will
entail the introduction of equal educational opportunities
for Blacks not only in primary and secondary schools, but
also in technical and vocational training. It will

also mean using more labour intensive technology which
is produced locally, in preference to foreign capital-
intensive technology. Tax structures will have to be
changed to induce employers to use more labour and less
capital. Industrial-decentralisation which only serves
to bolster separate development will have to stop while
that which makes sound economic sense will have to be
retained. Influx control and the present labour bureau
system for Africans, which serve only to hide unemployed
workers in the rural areas, will also have to be
eliminated.

Unless all these very necessary basie changes are made,
not only will the problems of unemployment remain, but
they will grow to such proportions that they will erupt
into the society at large with disastrous consequences
for both the employed and the unemployed. The time

is long overdue fordismantlingthose structures which
create unemployment, It is improbable that all the
needful changes can be made without granting Black
workers their democratic rights in both the political



and industrial aresnas. Their representation and active
participation in the system will ensure that unemploy-
ment is treated with the urgency it merits.



COMMENT 2

UNEMPLOYMENT AND TRADE UNIONS

The problem of unemployment in South Africa is
aggravated by two factors: few Africans can depend

on an alternative source of income in the rural areas
when they lose their jobs in the urban areas. A recent
survey has shown that families in the Ngqutu district

of Kwa Zulu earned the low monthly income of R14,87
from subsistence agriculture !Clarke & Ngabese, Women
Without Men, p.55). There are similar findings in other
'homelands'. Africans “thus depend in the main upon
wages earned in the modern sector for survival. Second,
South Africa differs from those advanced industrial
economies which provide extensive social security
benefits to 'cushion' the dire consequences of
unemployment. Here for the majority of the population
soclial security is rudimentary. In 1974, for example,
only 31,9% of Africans in employment contributed to the
Unemployment Insurance Fund and only 8,4% of the unem-
ployed received any benefit.

The inadequate unemployment benefits combined with the
decline of subsistence agriculture in the 'homeland’
raise the question of how unemployed Africans manage

to survive. This matter certainly requires urgent
socliological investigation, but three possible
explanations can be put forward. First, the already

low wages of the employed are spread to non-wage earners.
In a survey conducted recently by the Agency for
Industrial Mission among 150 unemployed people in Soweto,
103 of them were being supported by other earners in the
household. Second, incomes could be supplemented by
what economists call the informal sector, i.e. by such
activities as unlicensed hawking of meat, fruit and
other foodstuffs; second hand clothes dealers, pirate
taxis and backyard mechanics, etc. Third, an increasing
number of the unemployed may be engaging in crime. It
appears that there has been an appreciable increase in
the theft of food in recent times. For example, a
Johannesburg report has a Fordsburg shopkeeper
complaining:that stealing food was 'getting worse and
worse now because most of the factories are closing down.



If it goes on like this, all the small shopkeepers
will have to close'. Thirteen of 20 shopkeepers
approached said food had been stolen from their shops
(star, 22/8/1977).

Where unemployment of this magnitude - and its
consequence, widespread poverty - exists, the argument
is often produced that the extension of trade union
rights to Africans which would only exacerbate the problem
by increasing labour costs thus inducing further
retrenchment. An obvious point is that unions

are not concerned solely with immediate wage increases
for their members. They also have long term interests
in maintaining adequate levels of investment to generate
full employment. The strike at Armourplate, for

eXample, was not concerned with higher wages. The
workers came out in an attempt to make management
honour an agreement to put aqll employers on short-time
rather than retrerching some of the people being
employed (S.A.L.BE. 3, No.7). This clearly, was a case
where the recognition of a trade union - the Glass

and Allied Workers' Union - would not have given

impetus to retrenchment.,

Furthermore, the recognition of African trade unions.
would probably break the 'closed shop' barriers which
excludes African workers from certain categories of
skilled labour. Although we have no overall profile
of the unemployed, research undertaken by Lieb Loots
and summarised in the Maree article provides a percep-
tive case study. It seems that large numbers of
unemployed Africans are those with a Junior Certificate
or Matriculation seeking work for the first time and
unable to take up a trade because some trade unions
exclude non-union labour from the jobs concerned.
Clearly, the removal of job restrictions would enable
the unemployed in this category to obtain jobs as
skilled workers. However, the most important aspect
of trade union recognition would be the role that these
organisations would play as a pressure group on
government. Recognition of African unions would also
ensure that the interests of their worker-members were
accorded a higher priority than they are glven now
when Africans are entirely excluded from the political
process. To cite one example where the new influence



would be felt: the Unemployment Insurance Act provides
for the use of funds from the Unemployment Insurance
Fund to alleviate unemployment in critical situations.
At the end of 1976 this fund stood at over two hundred
million rand. If organised African Labour were not
excluded as a pressure group from the political process,
these funds would most likely have been used to
ameliorate African unemployment.

Although unemployment in South Africa demands far more
dramatic solutions than the recognition of African
unions alone, it is our belief that employers can

make a contribution to this immense problem by entering
into negotiations with workers organised in represen-
tative trade unions.



UNEMPLOYMENT [N SCUTH AFRICA

_.-'lll-l'l"ll --'l-ll-'.l' i

by P.d. ven cer Merwe

Tae article Black ZEmplovnment Proolams, winlch zpoeared

in tha Dagambar 1975 issue of thz Volksksas p.blicatiun
Finance and Trade Review and witich contalined estimates
of th2a annual incizase ia thh nurbar of ':;iplaYeJ
Blacks from 1 July 1970 to 30 Jna2 1975, ellicited
widespraad commant and aaquirias, In the D“es=n?.Iti¢.E
attention is paid, firstly, to what has uapuenﬂd sinc
then, and, sa2condly, the spotlight i3 thrown on Lertain
related structural, rather than cycllical, factors.

TOTAL UNEMPLOTMENT

As a rasult of the sustained downswing in the azoncnmy
and a further dacline in real 2oconomic astlivity,
unemploynent as well as uider—-utilisation{l) in urban
and country ar=2as have increased further during the
last two guarters of 1375, as appears {rom the data
oelow.

URBAN AREZAS

In urban araas {(including towns in the Homalands) it is
astimated that tne auvmber o unmendloved Slacks lacraased
oy 23 000 Juring the third guarcer and by 42 000 duzriajg
the fourth guarter, which n*:uyuh tha total number OI
meanploved Blacks to 222 500 nn 31 Decamber 1375, ox 7,0
par zent of the urban lshour Efurea, The risa of 71 GO0
in tne aunbar 0f wemployed Blacks was caused by :the
snarp absolute drop in =Fglﬂ}13F; in the non=-ajricultural
sectors (=31 000) as well as by the considerable increasa
n the economically actlve population bv almost 40 000.
Larga decreases in employment occourred in two sectors in
particular, nagely manufacturing (20

construction (=15 000).

|I'

l'":

}L'Il

it B

WITTE RURAL ADREAS

B, - LR B 8 gy S 1 - F 5 L s
n White rural zreas the number of unemployed enf uvndaer
FaTal ol

ut*l-ahﬂ Biarks woild havae amounted to about ?D o0 1%
thaere had not bean a significant nigration of Blask work-



seekers to urban areas. To the extent that such a
migration did take place the unemployment figure in
urban areas will of course be that much higher, where-
as unemployment and under-utilisation in White rural
areas will be proportionately lower.

HOMELANDS

In rural areas in the Homelands unemployment and under-
utilisation (voluntary and involuntary) increased by

38 000 during the last two quarters taken together as

a result of a rise in the economically active population
and a subsistence agricultural sector which is already
"overcrowded".

COLOUREDS

Unemployment and under-utilisation among the Coloureds
increased by 3 500 during the third quarter of 1976 and
according to preliminary estimates, by 12 300 during the
fourth quarter to a total of 140 000 on 31 Decembery
1976.

REGISTERED UNEMPLOYMENT FIGURES

On 31 December 1976 the number of registered Black work-
seekers amounted to 102 382 (1,5) per cent of the labour
force) and the number of registered Coloured work-
seekers to 7 800 (0,8 per cent of the labour force).
These figures, however, do not include under-utilisation
workers or "unemployed" persons in institutions.
Further, it is generally known that many work-seekers
neglect to register as such at labour bureaux. It is
also accepted today in all modern Western countries

that a so-called friction unemployment level of three
per cent is not only inevitable owing to job changes

and the relatively short periods of unemployment which
result from this, but that it is also in the interest

of the efficient operation of the market mechanism

that a reasonable degree of inter-changing of jobs
should indeed take place. If a friction unemployment
percentage of three per cent is applied to the South
African labour force, it means that unemployment figures
of 28 000 in the case of Coloureds, 96 000 in the ca=se
of urban Blacks and 52 000 in the case of Blacks in
White rural areas must now be regarded as "normal" by
anyone who believe in individual freedom of



choice and an effective free market mechanism, The
official figures for registered unemployment of course
do not distinguish between friction unemployment and
other types of unemployment, such as cyclical unemploy-
ment (which is associated with the trends in the general
economic situation) and seasonal unemployment. For
policy purposes the distinction between the different
types of unemployment and the guantification of each

one is of course very important because the instruments
for combining each of them naturally differ.

POPULATION GROWTH

The rate of population growth is an important contribut-
ing factor to rising unemployment and it is precisely
with regard to population growth that the position in
South Africa differs radically from that in other
Western countries, as appears clearly from the figures
in the table below.

The figures in the table show that the areas of growth
of the various population groups in South Africa are in
all cases much higher than the rates of growth in the
Western countries mentioned. Dependants (persons 0-14
years) also constitute a much larger percentage of the
population than is the case in the Western countries of
the world. The high population growth and youthful age
structure of the population in South Africa create a
tremendous present and future need for new employment
opportunities-a need which even in the most favourable
economic circumstances would be very difficult to
satisfy. At the same time a rapid population growth

and a high dependence burden have a restrictive effect
on economic growth and development (i.e. on the creation
of employment opportunities), inter alia because they
depress per capita savings, reduce the physical stock

of capital per worker, necessitate increased government
expenditure on social services(particularly health,
education and housing), delay improvements in the guality
of education and training and increase the pressure

on the balance of payments.
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Rate of growth of the population and percentage of the
population in the age group 0-14 years in some Western
countries, 1975

Percentage of

Annual growth population
Country rate (%) 0-14 years
Belgium 0,3 22,6
West Germany 0,1 22,1
France 0,7 24,2
Italy 0,9 24,2
Netherlands 0,8 25,6
United Kingdom 0,1l 23,6
USA 1,0 28,5
South Africa
Whites 2,1 31,3
Coloureds 2:9 46,2
Asians 2,6 41,3
Blacks 2,9 43,4

Sources: EEC - Verslag over de ontwikkeling wvan de
sociale toestand in de Gemeenschappen in 1975. Repuwblic
of South Africa Department of Statistics Population
projection for the RSA, 1970 to 2020. Report No.
52-06-01 .

The demands which a high rate of population growth makes
on the limited resources of a country naturally raise
the question whether expenditure in the field of family
planning does not merit a much higher priority than it
ls generally accorded at present. 1In this regard the
Development Centre of the Organization for Economic
Co-operation and Development has said the following:
"Per capita income would be increased sixty times more
by population control than by the alternative (non-
control, that is)."

URBANISATION

A further important factor which aggravates the problem
of providing employment opportunities, particularly for
the Black population, is the rapid urbanisation, which
gained tremendous momentum in South Africa after 1960
owlng to the rapid growth of the population , the
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establishment of towns, the attractiveness of urban
complexes as a result of so¢ial health and educational
services and the possibility of higher incomes than in
rural areas, is undoubtedly one of the most serious
problems of modern times, not only in South Africa, but
also in many other developing countries of the world,
as appears from the data in the following table:

Percentage of population in
urban areas,
1960 and 1970

Country Year
1960 1970
Southern Asia 17,8" 21,1
Eastern Asia 22,9 28,6
Latin America 48,4 55,8
Africa 17,8 22,4

South Africa

Whites 83,6 86,8
Coloureds 68,3 14,1
Asians 83,2 86,7
Blacks: RSA 31,8 33,1
White area 50,3 54,6
Home lands 0,8 8,5

Sources: Repﬁhlic of South Africa. Department of
Statistics. South Africa Statistics, 1976. UNO.
Human Settlements, the Environmental Challenge. 1974

The figures in the above table, however, only show the
tip of the iceberg because they do not include the
tremendous squatter concentrations taking shape around
urban areas and creating socio-political problems which
are detrimental to the whole social order. Micheal
Todaro of the Rockefeller Foundation in the USA puts it
dramatically in the following words: "The growing
dilemma of a decaying and dangerous urban environment
with the attendant proliferation of masses of restless,
politically active, unemployed youth eventually may prove
to be a much more serious threat to the future of man-
kind than melting polar icecaps or a slowly poisoned
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atmosphere."”

In South Africa there are already several large squatter
concentrations in various Homelands which are a source
of great concern, such as the Winterveld complex in
Bophuthatswana., It is estimated that there are between
350 000 and 500 000 people living in this area on private
and tribal land without all the basic services normally
required for any concentrated residential complex.

The answers to the problem of uncontrolled urbanisation
and squatting seem to lie, inter alia, in family planning

increasing the economic and physical attractiveness
of the rural vis-a-vis the urban areas, and the ordering

and regulation of urban and peri-urban settlements of
persons from rural areas, no matter how unpopular this
may be.

WAGE GAP

A third important factor which at all times exerts an
important influence on employment is the pressure for
higher wages and salaries and the closing of the so-
called wage gap. Wage and salary increases, however,
which bear no relation to workers' marginal productivity
in money, could only give rise to higher prices and/or
lower profit margins, and consequently to a drop in
employment and a rise in unemployment. Increases in
workers'marginal productivity in terms of money depend,
inter alia, on efficient management, education and
training and the motivation of workers. As a result

of cultural, historical, economic and other factors,
however, there are large numbers of adult Black and
Coloured workers with a low educational level. 1In 1970
for example, 85 per cent of the adult male Black workers
in rural areas and 39,9 per cent of those in urban areas
were classified as far as educational level is concerned,
under "none"and "unspecified". The percentage of male
Black workers with an educational level "none to
Standard 5"was 94,3 per cent in rural areas and 82,0 per
cent in urban areas. In the case of Coloureds 24 per
cent of the adult male workers had no educational
qualification and 68,0 per cent an educational level of
"none to Standard 5". The corresponding percentages of
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White male workers were 1,1 per cent and 4,4 per cent
respectively.

The above figures show very clearly that the closing of
the wage gap through the application of the principle
of equal pay for equal work by persons with equal
qualifications will have to be accompanied by a massive
programme of adult education, with the emphasis on
basic literacy and basic skills. The Department of
Bantu Education already started with efforts in this
regard towards the end of 1975, but there is a tremen-
dous amount which can be done by the business sector
and community organisations themselves.

South Africa has already had its "water year" and it
would not be inappropriate to think of a "literacy year"
and a national effort to raise the literacy level of
the adult population. If countries such as the USA and
Brazil, for instance, national campaigns to promote
literacy were launched in the early sixties already.
The general view in the USA is that a minimum of eight
years of education is needed for any individual to be
able to take economically and otherwise balanced deci-
sions in a modern, rapidly changing technological age
characterised by awesome volumes of literature,
advertising, etc. bearing down upon the individual in
the normal course of his daily life. In this regard
too the rate of population growth naturally plays a

key role as regards the success or otherwise of such
national efforts. In the light of the South African
situation it is therefore in everybody's interest that
this should also receive attention in attempts to
promote literacy. Without a reduction in the present
rate of growth in population numbers we have little, if
any, hope of success in directing the material living
conditions of the population along the right channels,

MECHANISATION

A further factor which alsc exerts an important influence
on employment nowadays is mechanisation, i.e. the
increased used of capital intensive techniques. This
tendency, which is world-wide, is of course stimulated
by the rate of technological innovation but is also
accelerated by the strong pressure on salaries
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and wages and the production losses as a result of
strikes. The fact remains that excessive capital
intensification, although it gives rise to increased
production and development, continuously erodes the
enployment potential of the economy. In a young
developing country, such as South Africa, with a

limited market and therefore relatively small production
volumes, we should guard seriously against the uninhibite
use of sophisticated and very expensive capital
equipment which can be optimally used only if, relatively
sp2aking, we could produce at a very large scale. It is
not only harmful to the country's balance of payments
and cost structure, but also has an undesirableeffect

on employment, both directly and indirectly. On the

one hand, the use of capital intensive techniques
increases the demands for trained manpower, of which
there i1s already a serious shortage, On the other hand
it contributes little to employment opportunities for
the large numbers of unskilled work-seekers and new
entrants to the labour market.

PROFESSOR P.J. VAN DER MERWE.
University of Pretoria

1l The term "under-utilisation"refers to persons working
less than the normal number of hours per day as well
as persons working normal hours but at income levels
below their potential.
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THE DIMENSIONS AND CAUSES OF UNEMPLOYMENT AND

UNDEREMPLOYMENT IN SOUTH AFRICA *

by Johawmn Maree
INTRODUCTION

The current recession in the South African economy has
gradually brought home an awareness that unemployment
- exists in the country and that it is becoming a
growing problem. But has unemployment existed only
in recent years? Can it be attributed exclusively to
the recession during the past four years? The aim

of this article is to show that unemployment and
underemployment are endemic to South Africa and that
the causes thereof lie in the socio-political and
economic structures of our society. Only basic
changes in these structures are going to eliminate
the extensive underemployment.

DEFINING UNEMPLOYMENT AND UNDEREMPLOYMENT

It is necessary before analysing unemployment and
underemployment, to define what is meant by these
terms. The economically active population or labour
force comprises all the people of working age who

are working for a wage as well as those who are self-
employed, and those who are not working but looking
for employment. This last category constitutes the
unemployed. Unemployment thus exists when members

of the labour force are not working or looking for
work. Thereis asevere limitation with this concept
because it is a timeless one. Either people are
assumed to be unemployed at a given time or, as is the
case in some countries, they are unemployed if they have
not been working for the past week. One week is how-
ever a very short reference period and it tells us
nothing about the employment situation of the person
over a longer period of time. In South Africa, where
the largest private employment sector which also has
the greatest difficulties in estimating unemployment,
is agriculture, a better reference period is therefore
one year. Underemployment is then said to exist if

a person is working for a part of the reference

* T wish to thank Sean Archer, Ian Goldin, Dudley Horner, Brian
Kantor and Aldie Kooy for helpful comments and criticisms they
made to an earlier draft of this article.



16

period and would work for a longer time during this peric

if more work was available. This definition allows
for the measurement of different degrees of under-
employment, such as those working less than 3 months
in the year, those between 3 and 6 months per year, etc,
out the unavaillability of statistics in South Africa
does not allow us to make these distinctions at
present. Strictly speaking unemployment should then
refer to people who have done no work at all during
the past year, but none of the estimates of unemploy-
ment in South Africa uses such arigid definition of
unemployment,

In this article I shall use underemployment to refer
to people who are working for less than the full
reference period (one year) and unemployment to refer
to people who are not working at a particular time.

There is no indication of how long such people have been
unemployed, the only definite statement that can be
made about them is that they are not working. Unfortu-
nately these two terms are not mutually exclusive
because underemployed people could also be unemployed
at a particular time. Likewise unemployed people are
by definition also underemployed within the appropriate
reference period. The inadequacy of South African
statistics and the ambiguity of their use by people

who try to measure unemployment and underemployment,
reluctantly make me choose these definitions.

There are advantages in choosing these definitions
though. When referring exclusively to underemployed
labourers I shall refer to people who work less than
full time even though they may do some work during
the reference period, but when writing of unemployed
labourers I shall mean people who are definitely not
working at a particular point in time,

DIMENSIONS OF UNEMPLOYMENT AND UNDEREMPLOYMENT

Official statistics on unemployment in South Africa are
thoroughly unreliable. As a result a number of
academics'have and still are endeavouring to obtain a
more reliable measure of unemployment and underemploy-
ment in the country. (1)
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A very recent measurament is thnat of Charles Simkins
who derives =ann2al underemployrnient figures from 1960
to 3977,

A brief dasscription of the me2thced that he used gives
an indication of the irmense difficulty in mesasuring
undaremplov:rant, SixXki-s a2nrloys the difference
method wanich defines urnlererplovient as the difference
between tli2 latour force and the employmen: level,

Tre erployment =nit Iis the full-time job eguivalent.
This means that e converts undesremployved workers intd
a {lcwer) rnumber of full-time Job 2gquivalents and a
remaindar of people not workirg. <Casual workers on
White-owned farms are zzavertad into full-tire 05
equivalents on thes improbabhls assumpmtion that :hs
daily wage rates of casuval and regular farm workers
are the same.

Another cdifficult sector in which to arrive at an employ-
ment figure i3 the pra-carltalist agriculture ssctor in
the 'homelands'. Simkins bas2s his calculation on the
Tomlinson Commission's =2stimate in 1951/2 that an annual
gross income per earner of R46,30 (R95 at 1973 prices)
would be enough to attract an African permanantly to
full-time farming. By dividing this figures into the
annual agricultural output of the 'horelands' and making
suitable calculatlons he esztimatas smelovyment in this
sector. The income that this calculation is based

on is certainly too iow, but it is worth pointing out
that it leads to a higher amployment, and hence lower
underemployment, figure than would ctherwise be the

case.

Simkins estimates that underemployment has almost
doubled from 1,2 million in 1950 to 2,3 million by 1977,
In relative terms this constitutes an increase from
18,3% of the labour force in 1360 to 22,4% in 1977,

This period can be divided into two shoxrter periods: ‘
the first from 1960 to 1959 when the trend rate of under-
employment was stable at around 19% and the second from
1969 to 1976 when it showed a ta2ndasncy to rise to over
22%, Significantly, the grcowth in national cutput
during the first period was 5,9% while it dropped in

the second period to 3,9%. (2)
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Another academic who uses a similar approach to that
of Simkins 1s Knight, but he is more cautious about
his conclusions and arrives at no fewer than eight
different estimates of underemployment based on
different combinations of assumptions. Knight seems
fully justified in being more tentative because of

the unreliability of the statistics. Some of the
problems he had to contend with were changing defini-
tions of female economic activity in the 'homelands'

in different census counts, conflicting results between
the agricultural census and the survey conducted by

the South African Agricultural Union and underenumerat-
ion in 1951 and 1960. To give but one example, a

check on the census in the Modjadji location in the
Northern Transvaal established that the population
exceeded the census counts by 142% of the census

figure in 1951 and by 59% in 1960.

Whichever set of assumptions Knight makes, his results
indicate that the absolute number of underemployed
Africans either remained constant or increased between
each of the census counts after the second World War.
Because he is more tentative it is not possible to

put forward a single undéremployment figure derived
by Knight. However, the figures derived from the more
plausible assumptions suggest that African underemploy-
ment rose from about 0,5-0,9 million in 1946 to about
1,3-1,6 million in 1970. Knight also makes a projec-
tion and estimates that African underemployment will
lie somewhere between 1,5 and 2,1 million by 1979. (3)

Prof. P.J. van der Merwe from the University of Pretoria
has also made estimates of the level of underemployment
and rate of increase of unemployment. (4) His "high"
estimate of underemployment as at 31lst December 1976
for Africans is 1,06 million of which 222 000 are in
urban areas, 401 000 on White-owned farms and 437 000
in 'homeland' rural areas. This figure is considerably
lower than Simkins' figure and is mainly due to the
fact that van der Merwe uses as his starting point the
African unemployment figures provided in the 1970
population census. This step is.totally unjustified

in view of the fact that the following instructions
were given to enumerators:
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1. A male who described himself as unemployed, and
living in a rural area, had to be classified as
employed in agriculture.

2. A man who indicated the occupation and industry
of his last job, but was unemployed, had to be
classified as employed in that industry.

3. All the females (16 years old) in rural areas and
unemployed had to be classified as farm workers,
unless the wife of the household head.

4, A woman who gave her occupation as domestic
servant and who was unemployed, had to be classified
as employed as a domestic servant. (5)

Prof. van der Merwe seems to be on much firmer ground
when he calculates the increase of unemployment from
1970 to 1976. Over this period he estimates African
unemployment to have increased by 107 000 per annum

or 8 900 per month on average. He notices a rise in
this rate of increase to reach an increase of 14 000
per month during the last quarter of 1976. This amounts
to an increase of no fewer than 467 per day on average.

A further valuable contribution by Prof. van der Merwe
is that he also provides a measure of the increase

in Coloured and White unemployment although the White
unemployment figures would have been reduced "very
appreciably”" if he had included military trainees in
the employment figures. The increase in Coloured
unemployment for the period of 1970 to 1976 1is calcu-
lated to be 118 000. 2An alarming conclusion of van
der Merwe's study is that no fewer than 57% of the
increase of the African labour force between 1970

and 1976 have remained unemployed while 51% of the
Coloured labour force increment have joined the
unemployed. (6)

While the 2cademics were calculating their unemployment
and underemployment levels, the Department of Statistics
has undertaken an unemployment survey which is not to be
confused with the 1970 population census referred to
earlier. In a statistical news release of 31 Jan.1978
they claimed that African unemployment was 634 00O
comprising 12,4% of the labour force. To qualify as



20

unemployed a member of the labour force hail to have
worked for no more than 5 hours in the previous seven
days and have attempted to find work during the pre-
vious month. Such a definition excludes underemployed
workers whO might have done more than 5 hours work
during the preceding week. It is therefore a measure
only of unemployment and not underemployment. (7)

CRITICISM OF UNEMPLOYMENT MEASURES

Thera are many weaknesses in the studies of unemploy-
ment and underemployment outlined above. One of the
major weaknesses is the unreliability of the figures
as 1ls indicated by the large differences between the
varilous estimates. Even Simkins who provides a very
3ophisticated estimate of underemployment made an
eaqually refined estimate a year ago that underemploy-
ment in 1976 was 679 000 or 32% less than in his
estimate referred to above. (8) What guarantee is
there that he will not come up with a very different
estimate again in one year's time? 1In Knight's case
the full range of his eight estimates is much wider
than the ones based on his more plausible assumptions.
For instance, in 1970 Knight estimates that African
underemployment might have ranged from 378 000 to 1,6
million. Clearly this indeterminacy is not due to these
academics. They have in fact done outstanding '
detactive work solving the mysteries of conflicting
sets of statistics. The large variance in the estimates
should make us doubly careful before drawing hard and
fast conclusions about the precise level of under-
employment in South Africa.

Another major weakness is the lack of clarity of what
exactly is being measured. The definitions of
unemployment and underemployment are inadequate while
it is often unclear what exactly has been measured
by the time results are obtained. Underemployed
workers may have worked only one month in the year or
they may have worked ll months. The same applies to
unemployed workers. Once again this inadequacy is not
the fault of the academics, but the shortcomings of
the information with which they are working.
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However, there are also shortcomings in the methods
used by Simkins, Knight and van der Merwe. A mistake
common to both Simkins and van der Merwe is their
treatment of migrant labourers. Simkins appears to
exclude them from all non-agricultural sectors of the
economy while van der Merwe also excludes them from
all these sectors with the exception of mining which
he assumes to be composed of foreign and 'homeland’
migrant workers. Although this incorrect assumption
does not affect the overall unemployment measure it
does mean that they underestimate the level of urban
unemployment and overestimate the level of rural,
especially 'homeland' underemployment. To the extent
that non-agricultural sectors employ migrant labourers
the level of urban unemployment will be higher than
estimated either by Simkins or van der Merwe.

Employment and underemployment estimates in agriculture
in the 'homelands' by Simkins and Knight probably
constitute the weakest part of their papers. They
adopt the unrealistic Tomlinson Commission

assumption that an annual income of R95 (at 1973 prices)
which is less than R8 per month would be enough to

keep a producer permanently tied to the land and

fully employed. Prof. van der Merwe on the other hand
assumes that the complete increase in 'homeland'’

labour force with the exception of mine labourers
remain underemployed in these regions and don't
otherwise set a foot outside the 'homelands'.

Factors that have been left out of consideration in
these studies are the employment patterns of migrant
labourers: the duration of their urban jobs and

of their stay in the rural areas, and what they do

when they are back in the rural areas. Are they
'resting' or are they performing some vital agricultural
functions like fixing kraals and fences, ploughing or
harvesting? Furthermore migrant labourers either

have contracts or work illegally in the urban areas

and both these groups need to be considered.

Where, in fact do these men and women really live?
Should they be counted as part of the urban or rural
labour force? This question becomes even more relevant
when the extent of squatting on the peripheries of
South Africa's cities is considered.
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Recent surveys of African squatters in Crossroads , Cape
Town, have revealed that even though 50% of the husbands
and 90% of the wives of families living in Crossroads ,
are illegally in the area the average continuous period
of residence in Cape Town cf all the husbands in Cross
Roads is 18 years and of all the wives is 12 years. (9)
Although acknowledged to exist by van der Merwe, the

very large numbers of Africans residing illegally in
urban areas were ignored in calculations by all
concerned. In 1976 a quarter of a million African men
and women were arrested for pass offences in the country's
major urban areas. (10) Indications are that many, if
not most, of these men are working and the women either
join their husbands or work or both. Employment could
either be for wages in the formal sector or self-
employment in the informal sector or marginal pole. Althoug:
these self-employed people could well constitute a work
force that has become marginalised in our capitalist
system, they are nonetheless involved in production

and generating income. (l11l) In spite of these criticisms
of the underemployment studies there is no doubt that
they all show that unemployment and underemployment are
serious and growing problems in South Africa.

PROFILE OF UNEMPLOYED

A serious omizsion thus far from macro-studies on
underemployment is a profile of the unemployed workers.
Who are the unemployed? What are their ages, sex,
education, training and skill levels? Two recent and
very useful surveys by Lieb Loots in 1977 help to cast
some light on this question. (12) These surveys are
very local and can in no way be said to be representa-
tive of South Africa as a whole although they are
representative of the areas surveyed. Nonetheless

they do give us very valuable insights.

One of the surveys covers an urban area while the other
covers a rural area. The urban area comprises the
Pretoria townships of Atteridgeville and Mamelodi while
the rural area is Saulspoort, a rural village about
200km to the west of Pretoria. A tracer method was
used in both surveys starting with the households and
then trying to trace the erployed and unemployed.
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members of the households.

The unemployment rates were found to be 15,7% and
34,0% respectivasly in the case of urban men and
women and 13,9% and 19,3% in the case of rural men
and women. The unemployment level of women is
considerably higher than that of men: in the urban
area it is more than twice as high as the men's
unemployment rate. All of these rates are very high
indeed and correspond well with the rates found in
the macro-studies.

Probably the most important characteristic of the
unemployed is that they are mainly the young. In the
urban area 75% of the men and 69% of the women who
are unemployed are under 30 years of age. 1In the
rural area this age group constitutes 58% of the male
and 79% of the female unemployed. The unemployment
rate in this lower age group is also considerably
higher than the average rate of unemployment. In the
20 to 24 years age group which contains a third to a
half of the unemployed, the unemployment rates are
28,6% and 57,8% respectively in the case of urban

men and women, and 39,6% and 48,0% in the case of
rural men and women. The unemployment rates of the
15 to 19 yesars age group are even higher than these
rates, but they constitute a relatively small
proportion of the total unemployed labour force
because many of their peers are still at school.

Education also has an influence on unemployment
although the picture that emerges is not too clear.
One fact that emerges very clearly though is that
people with a technical or professional training
suffered hardly any unemployment. These people
constitute only a small fragment of the unemployed
while the overwhelming bulk of the unemployed have
had less than 9 years education. This in itself is not
significant because about the same proportion of the
labour force also has less than 9 years education.
Wwhat is significant though is that the unemployment
rate is highest amongst the higher qualified
(Matriculation in the case of men, J.C. and Matric
in the case of women). This suggests that they are
too well qualified for the job opportunities open to
them.
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Occupation and industry does not seem to influence
unemployment significantly with the exception that
professional and technically trained workers have
lower unemployment rates.

The possibility that the unemployved constitute the less
stable (in terms: of duration of previous employment)
and less experienced (in terms of number of jobs held)
members of the labour force was also investigated.
With the obvious exception of new entrants into the
labour market who had never worked before, this was
found not to be the case. This was demonstrated very
ingeniously by showing that the duration of previous
or present employment is the same for the unemployed
and employed in each of the age groups even though the
older age groups (both the employed and unemployed)
had longer employment records than the younger age
groups (both employed and unemployed). Loots suggests
that this can be explained by a job-search process
through which workers try out different jobs in

search of the occupation that best suits them, pays
best and offers the greatest oppartunity for advance-
ment. As workers grow older they are more likely to
settle down in the knowledge that they have obtained
the best possible job available to them.

The final important profile of the unemployed drawn
by Loots helps us to answer the question whether the
unemployed have or are becoming a marginalised
proletariat. Of all the unemployed about a quarter
cf the men and half of the women have not worked
before. Not too much significance can be attached

to this as it has been pointed out above that the
unemployed are mostly young. On the other hand, the
fact that 9,6% and 27,7% respectively of the urban
and rural males, and 33,9% and 13,0% of the urban and
rural females have been unemployed for more than a
year suggests strongly that a fairly large proportion

of the unemployed are marginal to our capitalist system
in that their labour appears not to be required.

Having noted the dimensions of unemployment and under-
employment in South Africa we now need to consider
what are-:the causes of this large and growing problem.
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CAUSES OF UNEMPLOYMENT AND UNDEREMPLOYMENT

Can the high level of underemplonyment and the rapid
increase of unamployment be attributed to cyclical
factors and the current recession? The evidence cited
above indicates that, althouch the slump has caused

a rapid deterioration in the situation, there are mora
funcdamental structural forces of a socio-political

and economic nature at work that are generating un-
employment and underemployment. This is demonstrated oy
Simkins' finding that at the end of a nine year period
of high economic growth of almost 6% per annum the
level of African underemployment stood at 1,6 million
constituting 19% of the labour force. Knight's finding
that th= level of African undsremployment has risen
fairly consistently from approximately 0,5 million in
1946 to the present time lends further support to this
argument. At best a boom in €outh Africa can kesep cons-
tant the proportion of the underemployed African labour
force even though the absolute level of underemployed
workers increases. During a slump the relative and
absolute number of underemployed African workers rises.
Structural forces are therefore creating a tide of
underemployment while trade cvcles produce waves that
push the tide out.

What are the structural forces at work in our economy?
I shall outline what I consider to be some of ths major
structural causes of underemployment in South Africa-
full well realising that my view on the matter is only
a partial view and not a full grasp of the total reality.
In order to give a comprehensive answer it is necessary
to provide a thorough historical .analysis of the South
African political economy from as far back as the
nineteenth century, but the aim of this article is more
madest and I shall refer only briefly to socme of the
historical factors that have contributed to structural
underemployment in the country.
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(1) HISTORICAL CREATION OF SUPPLY OF
UNSKILLED LABOUR

The struggle for land between Whites and Africans is
crucial to an understanding of labour supply in South
Africa. The conquest of tribes across the length and
breadth of the country and the subsequent appropriation
of their land to the extent that only 13% of the land
area of South Africa is designated as their 'homelands'
was predominantly responsible for the creation of a
large supply of cheap labour. By cheap labour is meant
labour at wage rates lower than the value of subsistence
output of African rural producers, the minimum wage
that would have had to be paid to induce them to

engage freely in wage labour. At first White farmers
and later, after the discovery of diamonds and gold,
mineowners required unskilled labour, but they wanted
cheap labour so extra-economic forces were used to
squeeze labourers out of the Reserves and from the
White-owned farms where many Africans were renting

land either for cash or on a share-cropping system.
Some of the legisltation passed with this purpose in

mind were the Glen Grey Act of 1894 which souught to
settle African households in the Ciskei and in some
districts of the Transkei on arable plots that were

too small to earn a living, and the Land Act of 1913
that had as its immediate object the abolition of the
share-cropping system and rent-paying tenants. (13)

In addition to alienating Africans from their land, tax
systems of various kinds were introduced in order to
compel them to take up wage labour. 1In the Cape Colony
the Location Act of 1876 imposed a tax on both the
landowner and Africans living on their land, but
exempted those Africans directly in the employment of
the owner. Various other taxes such as hut tax and
even a labour tax were imposed in different parts of
the country. (14)

The penetration of colonial rulers and mercantile capital
into some of the Reserves in the nineteenth century
weakened their economic base. Traders were able by
various means to cream the surplus product from

peasants. Lack of investment in the necessary economic
infrastructure in the Reserves such as road and railway
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links and the unavailibility of credit for African
agriculturalists put them a*t a distinct disadvantage
ralative to White farmers. (15)

Other factors also contribut=d to the proletarianisation
of African rural produzers. The Xhosa cattle killing
of 1857, the PRinderpest tiat swapt the country in the
late 1890's, thz2 Anglo-Boer War, East Coast Fever of
1912/3 that killed 70 - 80% of cattlz herds in the
Transkei plus periodic droughts all reducsd the means
of production of wmost of the rural Africans. (15)

All these factors coupled with the growth in African
population set in motion a process of partial African
proletarianisation over a period commencing in the
1870's and carrying right through to the 1930's and
even beyong. (16) Although evidence of underemployment
in the early period is not readily available the Native
Affairs Commission of 1903-5 noted complaints of land
shortage in the Reserves and the presence of "surplus
or idle Natives" in urban areas. (17)

During the depression years of the early thirties
unemployment bit deeply into workers from all race grcups.
The number of registerasd worksesekers rose from 81 00O

in 1930 to 138 000 in 1933. (13) As regards Africans,
th2 Mative Economic Commission of 1930-32 reported that
an "appalling problsm of lative poverty"” was developing
in the Reserves where veople were faced with mass
starvation. (19) In Johannesburg alone it was estimats=sd
that 14 000 Africans were lookxing for jobs at the
beginning of 1932.(18) By October 1937 it was allegad
by a Johannesburg city councillor that 33 000 Africans
were living "by their wits" on the Reef. (20)

Although more research is required it seems reasonable
to conclude that the alienation of Africans from their
land plus other structural forces to be considered
below, had generated African unamployment before the
start of World War Two.

(2) CAPITALIST DEVELOPMENT AND CAPITAL~-
INTENSIVE TECHNOLOGY

Thus far we have only considered the supply of labour
in an historical context. It is important to focus
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on the demand for labour as well because unemployment
results when the supply outstrips the demand for labour.

The demand for labour is related to the rate of employ-
ment creation in the economy. This, in turn, depends
heavily upon the amount and type of investment that
takes place in a capitalist economy as exists in South
Africa. A central feature of capitalism is the goal

of profit maximization on the part of investors.
Investment decisions are therefore predominantly
determined by profitability criteria and not social
goals such as creating full employment. There is also
no basic reason why profit maximization should create
full employment although there could be periods of

full employment. The existence of unemployment is
therefore perfectly compatible with capitalism. More-
over, profit maximization means finding the least cost
technique of production. In order to keep wages low emp-
loyers therefore have to ensure that there is an abundant
supply of lakbour. Unemployment serves as an indicator

to them that labour is in excess supply and it also
strengthens their bargaining power vis-a-vis workers. The
existence of unemployment is therefore not only compatible
with capitalism, but in fact serves the interests of the
owners of capital.

In advanced capitalist countries, but also less advanced
countries such as South Africa, the drive for maximum
profits has caused investment to become increasingly
more capital intensive. Technology is capital-intensive
when it utilizes a great amount of capital per worker.
This tends to increase the output per worker so that
employers require fewer labourers to achieve the same
level of output achieved before the investment was

made. Capital-intensive technology therefore tends

to be labour saving, i.e. it expels workers previously
employed. A current example of this is the container-
isation of the country's docks. It is expected that
about 70% of cargo will eventually be containerised

in South Africa as a result of which the stevedoring
labour force will be reduced by 30%. (21) Thus capital
intensive investment has the effect of reducing the
number of workers employed thereby contributing to
unemployment. The reinvestment of profits does, of
course, subsequently result in the creation of addition-
al jobs, but the rate of creating these new jobs may
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not be fast enough or, as in the South African case,

may result in full employment of a privileged fraction
of workers only.

One of the reasons why capital-intensive technology is
more profitable is because it reduces labour costs by
decreasing the number of workers required and by keeping
the wages of many of the remaining workers low by
ensuring that they are in abundant supply. Another
reason is that it reduces the turnover time of produc-
tion of circulating capital which comprises the inputs
required in production that are completely used up in
the production of the final commodity. Raw materials,
intermediate goods and labour-power are all examples

of circulating capital. Turnover time is the time
between purchasing circulating capital and selling

the commodity embodying that circulating capital. Kay
has demonstrated that the rate of profit rises as
turnover time falls due to a:fall in the amount of
capital advanced and a rise in the rate of surplus
value per unit time. (22) Generally capital-intensive
technology speeds up the rate of production and the
turnover time of circulating capital and hence the

rate of profit. For instance, the reason why such
intensive mechanisation of capitalist agriculture in
South Africa has taken place is "because technological
change provided better agricultural implements by means
of which farmers could produce more, more efficiently
and more rapidly". (23) Labour shortage has not been
the prime factor behind mechanisation in agriculture
since World War Two when there were 20 300 tractors

in 1946 which had increased to 164 000 by 1973. 1In
fact, the number of permanent farm workers had increased
from 845 000 to 959 000 bhetween 1947 and 1969 and, as we
have seen above, there were about 401 000 underemployed
Africans on White-owned farms in 1976,

In fact, the South African economy as a whole has
experienced a rapid increase in real fixed capital
stock since World War Two. Between 1946 and 1972 real
fixed capital stock increased more than fourfold (by
325%) or at an average annual rate of 5,7%. (24) The
growth in capital-intensity, i.e. the capital-labour
ratio, has been somewhat lower because employment was
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also growing during this time. For the economy as a
whole the capital-labour ratio increased by 2,5% per
year between 1951 and 1970. (25) In the manufacturing
industries which had experienced a relatively fast growth
of employment (3,8% per year) between 1946 and 1975, the
capital-labour ratio grew at a rate of 1,8% per year
oVer the same period. (26) This accumulation of capital
was subject to cyclical variations with the highest rates
of increase coinciding with high growth periods of the
gross national product. (27)

This capital-intensive investment served to retard
employment thereby contributing to underemployment.
Thus between 1946 and 1970 the annual rate of growth
of output was 5,2% while the annual employment growth
rate was only 2,7%, The difference between these
growth rates was due to an increase in labour
productivity (output per labourer) which 1is usually
due to technical progress. BAn estimation of the factors
that have been responsible for the growth of the gross
domestic product between 1957 and 1972 suggested that
60% of the increase was accounted for by technological
change while only 21% of the growth was due to an
increase in the labour force and the remaining 19% was
the result of an increase in domestic and foreign
owned: capital  stock. (28)

Why do South African capitalists invest in capital-
intensive technology even when unskilled labour is
available at relatively low wages compared to the
advanced capitalist countries? Why does it not become
more profitable to use labour-intensive technology? An
important reason is that the overwhelming bulk of
technology employed in South Africa is designed in

the advanced capitalist countries such as the United
States of America, Britain and Germany where labour

is usually in short supply and relatively expensive.
Investment is subsequently aimed at increasing labour's
productivity. A survey amongst manufacturers in South
Africa established that 71% of firms were using
techniques embodying at least 90% foreign technology
and only 1l0% were using less than 50% foreign tech-
ndlogy. (29) This technology is the result of extensive
Research and Development (R and D) and far from being
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costless, enormous sums of money are svent on it.

No l=ss than 98% of the non-socialist commtries R and

D takes place in the advanced capitalist countries. (30)
In the U.S.A., where 70% of the R and D takes place,

the total expenditure on R and D in 1970 was £17 189
million, more than twice the size of the South African
gross domestic product in that year. (31) For IBM

alone total R and D expenditure was estimated to be

170 million dollars up to 1964, (32) As a result it is
cheaper for South African firms to import the techno-
logy than to develop their own. It was found in a survey
that 90% of manufacturers considered it to be cheaper
to import foreign technology than to develop it locally.
(33)

Another reason why capital-intensive investment is more
profitable in South Africa is because of the taX struc-
ture that makes capital investment appear cheaper than
it really is because of investment allowances. 1In
ordinary areas of South Africa investors can deduct
from their taxable profits an investment allowance

of 30% of the cost of new or unused machinery or plants
while in economic development areas the investment
allowance ranges from 35% to 65% of the cost. These
tax concessions have not always been guite so high, but
even so they have acted as financial incentives for
capitalists to invest more in capital and employ less
labour because the price of capital is reduced relative
to that of labour. This phenemenon is called factor
price distortion because prices are distorted so as

not to reflect accurately the relative shortage and
abundance of resources available in the economy. It
would however be a grave mistake to attribute all of
unemployment and underemployment in the country to
factor price distortions. This article should serve

to make it clear that there are numerous structural
forces at work generating underemployment that no
amount of price adjustments will be able to eliminate.

But these are not the only reasons for an increase in
the capital-intensity of South African technology.
There is evidence to show that a correlation exists
between rising wage rates and an increase in capital-
intensity in the manufacturing sector. A careful
statistical analysis by Trevor Bell of this sector
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established a highly significant correlation (at the

1l per cent level) between the rate of change of the
capital-labour ratio and changes in real earnings per
worker. (34) It is highly likely that the rise in
capital-intensity was due to increases in real earnings
per worker, but the exact relationship between these
changes have, as yet, not been explained completely.

On the one hand, Trevor Bell established that "if any-
thing, the rate of change of the capital-labour ratio
was more closely related to changes of the average
earnings of Black workers rather than White". (34) On
the other hand, Douglas Hindson found that, for the
period 1916 to 1355, capital-labour ratios in the mining
and secondary industries revealed a negative relationship
between wage rates of African, Coloured and Asian
workers, taken together, and a weak positive relationship
between wage rates of White workers and capital-labour
ratios. He also found that, between 1946 and 1955 when
the ratio of capital in the manufacturing industry to
labour rose by an average of 3,7% per annum and the
economy was growing very fast, wage rates of African
workers actually fell by an average of 0,2% while wages
of Whites rose 2,7% per annum.Over a subsequent period
from 1956 to 1972 the evidence is not so unambigous, but
the statistical evidence on the whole was still enough
to conclude that "capital-labour ratios have not been
associated with increases in the wage rates of unskilled
workers. Indeed, there appears to be a closer positive
relationship between wages of skilled workers and
capital-labour ratios." (35)

Can these apparently contradictory results be reconciled?
It is possible that they may both be correct, but maybe
for different reasons. Nattrass and Brown found evidence
in their survey that some manufacturers were short of
White workers while other were short of African workers:
in order to overcome vacancies 23% of manufacturers said
that they were mechanising jobs previously held by Whites
and 30% stated that they were mechanising African held jobs
(36) . The shortage of African workers is hard to explain
unless the vacancies were for occupaticons requiring some
level of skill. Alternatively, the correlation establis-
hed between African wages and capital-labour ratios could
have different explanations. Rising African real wages
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could have induced the introduction of more capital

per labourer, but the difficulty here lies in explaining
why African wages rose in the first place. On the

other hand, more capital-intensive investment usually
moves Africans up the occupational ladder from unskilled
to semi=-skillad occupaticns with higher minimum wagess
attached to the semi-skilled than the unskilled jobs.

The shortags and subsequant incrzases of white workers'
wages appear 2asier to explain. They were most
probably the result of the Industrial Colour Bar which
merits car=ful consideration.

(3) THE INDUSTRIAL COLOUR BAR

Thus far it has been established that the capital-
intensive nature of capitalist development retards the
growth of employment thersby contributing to unemploy-
ment. The Industrial Colour Bar slows down the growth
rate even further and also gives a particular twist

to unemployment in South Africa so that it manifests
itself mainly amongst Africans, but also amongst

Coloureds and Indians.

How does it work? The Industrial Colour Bar comprises
all the legal institutional, soclal, political and
economic practices that retard or block the occupational
advancement of Blacks, particularly Africans, in the
economy. It not only k=eps Africans, Colocureds and
.Indians out of more skilled occupations, but alsco reduces
their employment in less skilled and unskilled occu-
pations. By virtue of the Industrial Colour Bar Whites
have been able to retain a near monopoly on skilled
jobs, particularly those for artisans, over the past

50 years or more. Consequently, one of the ceilings

put on the growth rate of the economy has been the
growth of skilled White labour. Because of relatively
fixed ratios between the number of skilled and unskilled
workers in any industry, the growth of damand for
unskilled and semi-skilled African workers has been
limited by the growth rate of the predominantly White
skilled labour force. On the other hand the rate of
increase in supply of African workers has been higher
than the rate of incrszase of White skilled labour.
Consequently there has been a steady increase in the
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number of underemployed Africans.

Central to this argument is the contention that, in
any industry, relatively fixed ratios between the pro-
portion 'of skilled and unskilled workers exist over
time. What evidence is there to support this? Firstly,
it is gquite reliable to assume that the proportion of
Whites in the labour force serve as a very good index
of the proportion of skilled workers. (37) Secondly,
there certainly exists a strong desire on the part

of capitalists to substitute cheap Black semi-skilled
workers or operatives for expensive White skilled
labourers or artisans and they have succeeded in doing
so to some extent. This has been well-demonstrated

by Nattrass and Brown in the case of the manufacturing
sector where, over the 15 year period 1960-75, the
White wage bill grew at 6% per year and the Black

wage bill at 8,3% per year. Nevertheless, the average
wage per labourer grew at only 2% per year over the
some period "suggesting that the cheaper Black labour
has been increasingly substituted for White labour

at the margin as wage rates of both groups have
increased."” (38) However, White workers and trade
unions have fought quite effectively by various means,
such as closed shop agreements, job reservation, and
so on, to keep the rate of substitution fairly low.
Depending on the strength of their unions and
bargaining power, White workers have been more success-
ful in some sectors than in others. In construction,
which experienced a tremendous boom in the sixties,
the ratio of Blacks (African,Coloured and Indian) to
Whites increased from 2,7:1 in 1950 to 4,9:1 in 1970,
an average annual compound growth rate of the ratio

of 3% per year. (39) In the manufacturing sector, the
largest non-agricultural employment sector in the
economy, the ratio of Blacks to Whites increased from
2,75:1 in 1960 to 3,6:1 in 1976, an average annual
increase of the ratio of 1,7%, considerably lower than
in construction. Those subsectors in which there

has been least substitution of Blacks for Whites,
namely Printing, Machinery and Metal Products, are all
ones in which strong White trade unions operate. (40)
In the mining sector, the ratio of Blacks to Whites
has remained remarkably steady. The average ratio of



35

Blacks to Whites between the 5 year periods 1910-14

and 1965-69 had risen from 7,9:1 to 8,8:1, an increase
of the ratio of only 0,2% per vear. In other words,
the ratio had remained almost static over the 59 year
period even though it did fluctuate within this period,
particularly around the time of the Rand Rebellion

in 1922. (41) Thus, although substitution of Whites

by Blacks has been taking place, there is evidence that
this process has been stemmed to a varying extent by
Whites depending upon their bargaining power.

Further evidence in support of the argument that the
Industrial Colour Bar has worsened and shifted under-
employment onto Blacks is that between 1951 and 1960
the number of economically active Africans increased
on average by 2,7% per annum while the number of
economically active Whites increased by only 1,7%.
Between 1960 and 1970 the African and White labour forces
increased on average by 4,5% and 3,1% per annum res-
pectively. (42) While this period was characterised
by a large and growing African underemployment the
economy almost continually experienced a shortage of
skilled labour. What is more, the major way of
relieving this shortage was by means of White immi-
gration. From 1946 to 1948 a net immigration of about
60 000 Whites took place while an average net inflow
of about 30 000 White migrants into South Africa
occured annually from 1965 to 1972. This net flow
during the 1960's and 1970's supplemented the increase
of the White labour force by about 30% to 40% thereby
alleviating the severe shortage of skilled labour.

(44)

Additional evidence that the Industrial Colour Bar in
fact acts as a bottleneck on the growth of employment
and that it operates by excluding Blacks from gkilled
jobs is provided by the fact in that Sept. 1977, 3% years
after the commencement of the recession, 41% of the
firms surveyed by the Stellenbosch Bureau for Economic
Research reported skilled labour bottlenecks. Mr.
Errol Drummond, director of the Steel and Engineering
Industries Federation of South Africa, Seifsa, stated
that" bottlenecks are being created. We have lost
about 500 skilled immigrants in the last 5 months...
And in certain highly skilled sectors we have
experienced an annual shortfall of 7% over the past



36

five years." (45) The essential point to note here is that

Africans and ~ther Blacks are not employed to fill the
vacancies for skilled labour where they exist. This
could be either because they are prevented from
filling these posts or because they are not suitably
qualified, both of which reasons are manifestations

of the Industrial Colour Bar.

These facts show that the argument that underemployment
is due to the high population growth rates of Africans
and other Blacks is misplaced. A principle constraint
on the growth of employment has been the lack of
skilled workers and not a shortage of savings or

foreign exchange problems. (46) Blacks are specifically
hampered from acquiring the requisite skills and from
occupying skilled occupations. These controls and
limitations placed on them are therefore responsible

for generating underemployment and not the fact that

the Black population growth rates are higher than White
population growth rates.

How does the .unuusciiar coiour Bar operate? It does
so by means of a wide range of practices. The most
obvious way is by means of legislation that directly
forbids the employment of certain race groups in
specific jobs. The oldest statutory colour bar exists
in mining. The Mines and Works Act of 1911 effectively
limited more skilled jobs for Whites in the Transvaal
and OFS by requiring certificates of competence for
certain tasks and issuing these certificates to Whites
only. The 1926 amendment to the 2ct openly prohibited
Africans from specified occupations and this remains
the basis of the mining colour bar up to the present
time. (47) From time to time the White mine-workers
make some concessions by allowing certain tasks
performed previously by Whites to be done by Africans.
In exchange for these concessions White mine-workers
are offered high financial incentives, (48) but these
concessions have by no means destroyed the mining
colour bar.

The Bantu Building Workers Act of 1951 as subsequently
amended is another example of legislation that directly
curtails the employment of Africans in skilled occup-
ations in the building industry in urban areas other
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than African residential areas. Some minor concessions
have been made which opened avenues for Africans to do
skilled jobs in renovations and maintenance work, but
the Act still applies on the major construction

sites, (49)

Probably the best known statutory colour bar is the
reservation of jobs in terms of section 77 of the In-
dustrial Conciliation Act. All together 28 jobs
reservation investigations and determinations had been
made between 1956 and 1975. Of these 24 were in force
at the end of 1975 potentially affecting 2,3% of the
total labour force. (50) By the end of 1977 all but

5 of the determinations had been cancelled by the
Industrial Tribunal. (51) Taken at their face wvalue,
these facts may make the reader wonder what all the
fuss is about job reservations. Before jumping to
conclusion it needs to be borne in mind that, although
only a small proportion of the total labour force was,
and still is, affected by these job reservations, they
do act as barriers in some cases and serve to keep
Blacks out of occupations higher up the occupational
scale. A fence takes up very little area of land, but
it nonetheless has the effect of preventing the stock
from grazing on green pastures on the other side of
the fence!: Another point to bear in mind is that the
majority of cancellations affected African workers
minimally, as widespread exemptions allowing Africans
into prescribed positions had already been granted in
many industries. The Minister of Labour also said
that, before cancelling the determinations, he had
gained the consent of most of the trade unions concerned.
It is significant that the mining and building
industries, both industries which have retained their
job reservation determinations, have strong conser-
vative trade unions, and, in the former industry,
concerted opposition to the cancellation or suspension
of its determination was voiced. (52) This once

again demonstrates how White unions manage to retain

a monopoly on the skilled occupations.

A very important and yet rather hidden statutory colour
bar that could have been in operation since the passage
of the Industrial Conciliation Act of 1924 is the

one practised by employers' associations and registered
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trade unions on Industrial Councils. In 1974 there
were 185 industrial council agreements (not all main
agreements) in force covering just over 1 million
workers more than half of which were Africans. (53)

At reqular intervals employers and registered trade
unions negotiate new wage agreements that are in-
variakbly extended to cover Africans who are only
indirectly represented at the negotiations. The colour
bar operates in two ways: closed shop agreements
whereby only members of the registered unions are
allowed to do the more skilled jobs, and ratio clauses
which limits the number of unskilled workers per skilled
worker that may be employed. Although more research is
required to determine what the exact nature and extent
of these restrictions are, more than a third of the
amended or concluded agreements in 1976 and 1977 of the
approximately 102 industrial councils in existence

had closed shop or ratio clauses or both. All the
major industries contained these clauses. (54) Once
these agreements are published in the Government
Gazette they have statutory power and infringement of
the agreement becomes a criminal offence. There can
thus be little doubt of the importance of this form

of 'job reservation'.

In the building industry the 1975/76 Agreement went even
further than closed shop and ratio clauses. Although many
artisan jobs were 'diluted' into operative grades, all
White artisans working in the industry at the time

were quaranteed preferential employment for 20 years

in the industry. This was to be controlled by means

of permits issued by the industrial council allowing

grade 1 African operatives to be employed in the
industry. (55)

Wage negotiations early in 1978 in the steel and
engineering industrial council highlight important
features of the industrial colour bar. At the time

of writing (March 1978) jobs in the A and AA cate-

gories (mainly artisans) are totally barred to Africans.
They are allowed "controlled access" to jobs in the
(semi-skilled)AB to D categories only with the consent
so of the registered unions. Employers in this industry,
Seifsa, now want full access to African labour in all
work categories because the industry has "chronic and
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acute labour supply problems". That this occurs in the
midst of a serious recession is once again proof of the
effectiveness of the registered trade union monopoly

on the skilled labour supply. The response to the
employers on the part of the unions is to fall back

on the wage colour bar. They are demanding rises in

the minimum rates ranging from 15% to 46% with the

large increases occuring in the higher categories (A

and AA). This is becausz thasre currently exists

a big difference between the industrial council deter-
mined minimum and the actual pay. In Jjob category A

the going rate is about R3,50 an hour against the
existing minimum of R2,18., The unions' proposals

are an attempt to bring the minima in line with the going
rates thereby preventing their members from being re-
placed with "cheap, urnorganised labour". (56) On the other
hand employers stand to gain economically if Africans

are to be employed in the higher categories (A and AA)

at or near the existing minimum rates., The employers' drive
for higher profits and registered unions' goal of pre-
serving their high wages are thus likely t¢ result in
either a wage colour bar or occupational c¢olour bar,.

The Industrial Colour Bar is not only enforced by means
of legal and institutional practices. Social and
socio-political forces also operate to keep Blacks

out of more skilled jobs and job advancement. In a
study in Durban it was found that employasrs considered
factors such as resistance of White employees or
customers or trade union practices were discouraging
Black occupational advancement in firms. These reasons
demonstrate that the existing racist attitudes amongst
Whites are carried into the practices of employers.
Many of the restrictions mentioned were assumed to
exist and employers could not give any specific
details. Even when government legislation and job
reservation were advanced as reasons they ware vague
and could not be substantiated in 75% of the cases.
(57)

It is not only in employment in skilled occupations
that Blacks are restricted, but also in the attainment
of these skills. The Apprenticeship Act of 1922 has
playved an important role in restricting the

opportunity of Blacks to become artisans by laying down
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that Standard 6is a minimum educational regquirement

to be apprenticed in most trades. (58) Given that
compulsory education existed for Whites only, is
presently being enforced for Coloureds and still does
not exist for Africans, this Act operated as another
barrier for skill attainment by Blacks. Thus, for the
period from 1931 to 1936, of 9 121 apprenticeship
indentures registered throughout South Africa only
134 were for Coloured youth. (59) Even as late as
1976 there were 9 368 Whites and 1 385 Coloureds
registered as apprentices while there was a "glaring
shortage of African apprentices throughout industry
and in state departments”’. (60) The steel and engin-
eering industries apparently did not have a single
African apprentice in 1976. (61)

There is also a reluctance on the part of White trade
unions to allow Blacks to train as apprentices. This
reluctance has effectively been put into practice.
The bar to Blacks was general in the Transvaal and
Orange Free State and also applied to many trades

in the Cape Province and Natal including the
increasingly important metal and engineering trades.
It has been the policy of the Motor Industry Employees'
Union of South Africa which represents Whites, not to
train Black apprentices., (62) It also applied almost
without exception to apprenticeship in state-

controlled concerns such as the railway workshops until
1973. (63)

In recent years, commencing from about 1971, barriers
to apprenticeship of Coloured and Asians have been
lifted and training opportunities for all Blacks have
been made available. In 1973 the barrier for Coloured
and Indian youths to become apprenticed in state-
controlled concerns was lifted in the Western Cape

and Natal and in the following year the government
itself established a training school for Coloured
motor mechanics because of the White trade union's
ban on the training of Coloured apprentices by White
artisans. The Post Office and Railways have also
started training and employing Coloureds, Indians and
Africans to do work previously done by White workers.
(64) In 1973 the government commenced with the
establishment of pre-service and in-service industrial
training centres in urban African residential areas.
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By 1977 eight pre-service industrial centres "ere in
operation training more than 7 000 pupils basic manual
skills in woodwork, metalwork, welding and other trades.
Eight in-service training centres had also come into
existence and had trained 1 662 workers by early 1977.
In addition twenty registered private ad hoc border
industry and 5 ad hoc State industrial schools for the
training of factory operators were in operation. (65)

This change in policy on the part of the state towards
the training of Blacks indicates that the state does
not simply represent Whites' interests, but also
capitalists' interests and that their interests can
override White workers' interests. Thus the State
provides the training facilities required for Black
workers in order to help employers overcome the White
skilled labour shortage by substituting machinery and
semi-skilled Black labourers for White artisans.
Clearly White workers' interests are also represented
by the state. Otherwise the legislation supporting
the colour bar would not exist.

The gross inequality in educational expenditure between
the different race groups in the country also limits
the opportunity Blacks have to acquire occupational
skills. During 1975 - 76 the per capita expenditure

on school pupils in the various race groups was as
follows: Whites R644, Coloureds R140, Indians R190,
and Africans R42. (66) Thus 15 times more money is
spent on the education of a White pupil than on an
African pupil. This restricts the Africans' opport-
unity of acquiring more skilled jobs in general, but

as we have shown earlier, 2fricans with a higher school
qualification (Matric) tend to have the highest
unemployment rates. This does not invalidate the
argument that the lack of educational opportunity
constitutes another barrier to African employment. To
the contrary, it shows that, in addition to the lack

of education, there exists an employment barrier for
African with 2 higher secondary education because they
tend to come directly into competition for jobs with
Whites.
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(4) INDUSTRIAL DECENTRALISATION

The final structural factor that has contributed to
unemployment is the government's industrial decent-
ralisation policy. It is a more recent contributing
factor than the other ones since it only started taking
effect after the passage of the Physical Planning

and Utilization of Resources Act of 1967 (now called
the Environmental Planning Act). The most significant
provision of the Act was that it enables the
government to prohibit the establishment or extension
of any factory in any area proclaimed a controlled
area in terms. An extension of a factory is defined
in the act as "any increase in the number of Bantu
employees in such factory". (67) The purpose of the
Act was primarily to reduce the rate of flow of Africans
into certain of the country's larger cities, but the
consequence of the Act has in fact been to reduce the
employment opportunities for Africans.

The industrial decentralisation policy contains both

a carrot and stick. The carrot consists of positive
inducements first introduced by the government in

1960 with subsequent changes in later years. These
inducements include interest free loans, income tax
holidays of up to five years and cheap labour exempted
from all minimum wage determinations. (68) In spite

of these financial incentives and the prochibitive powers
of the government, the decentralisation policy has
created very little additional employment in the border
areas and 'homelands'. As Trevor Bell has pointed

out, it appears that the maximum increase in manufact-
uring employment attributable to government inter-
vention in the 10% year period from mid-1960 to the

end of 1970 was 23 000, or 2 200 additional jobs each
year, in the decentralised areas. On the other hand,
in the two year period, 1968-9, the number of jobs lost
to Africans in the manufacturing industries in controlled
(urban) areas was 26 700 because of refusals on the
part of the government to grant permission under the
Environmental Planning Act. (69) Additional cal-
culations that have been made by Gottschalk suggest
that, in the first five years of implementation of the
Act, the government blocked 9 jobs for every one job
created under industrial decentralisation. (70)
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On the Rand the clothing industry was being particularly
hard hit by the Act although the Department of Planning
has, since early this year, waived the provisions of

the Act in Transvaal for the employment of Africans
between the ages of 16 and 20 in all industries. (71)

CONCLUSION

Unemployment and underemployment are serious and
increasing problems facing the South African economy
and causing immense hardships to the unemployed who

are mainly Africans. On average there could at present
be an increase of African unemployment of the order

of 470 per day as new entrants join the labour force
and workers are laid off.

It would be a serious mistake to attribute the enormous
level of .underemployment and high rate of increase

of unemployment to the current economic recession in
the belief that it will disappear if and when an
eccnomic boom takes place. If the number of under-
employed is to be kept constant (not even to speak of
being reduced) with our present economic structure the
economy needs to grow at 6,7% per annum, a rate which
the South African economy cannot hope to achieve for

a sustained period of time. (72) It would thus be
wrong to pin any hope on economic growth alone without
removing the underlying structural causes of under-
employment pointed out in this article. South Africa
appears to be on the wrong path of economic development
and nothing less than basic structural changes in our
system are going to create full utilisation of the
country's human potential.
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AN ESSAY OM STRUCTURAL
UNEMPLOYMENT IN SOQUTH AFRICA (1)

by Alee Evain
INTROCUCTION

Large numbers of unemploy=2d people have usually pezn a
spectre to prod the complacent into action. Unemploy-
ment has become 2 "prcblem" that has resceived more and
more attention and even official governmental aciincw-
ledgement. Sc f£ar ths responses have broadly taken
one or both of two forms. Firstly to try and gather
the "facts" on 'memployment - a long delayed and there-
fore difficult task. Secondly to look for ways of
alleviating the hardships of unemployment at an
individual or cormmuiity level = an obvious and
necessary task.

However, in the absence of a clearer understanding of
unemployment in South Africa both these responsas are
likely to be incomplet2. 'Facts' cannot of themselves
explain socio-economic phenomena. Facts have to be
found and no search is without a built-in selectivity,
furthermore the facts have to be related to each

other in ways not immediately obvious from the 'facts'
themselves.

The concern of this paper is, therefore to attempt an
initial theoretical framework for explaining unemploy-
ment in the South African economy. In short the paper's
contention is that unemployment in South Africa iz a
structural rather than cyclical phenomenon that has

to be located in a wider context of the pattern of
erployment creation and its perpetuation in the

economy.

THEORIES OF EMPLOYMENT CREATION

Most analysis of unemployment in South Africa explicitly
or implicitly accepts a particular but pervasive theory
of employment creation.

In this analysis unemployment is related to wage employ-
ment. In an advanced economy wha2re wage employment is



dominant and for most purposes the almost exclusive
form of employment then unemployment can be defined by
the lack of wage employment. The actual content of
the job in terms of productive activity carried out

is not really germane to the problem since the
emphasis is on the market and the fact that a wage

is paid indicates that market forces 'sanction' the
occupation.

Lik=awise, the self-employed vetty commodity vroducer
was viewed as employed since market forces 'sanction'
the occupation by virtue of the sale of the commodity.
The fact that housewives services are not reflected
in market transactions means that they remain outside
nroblems of employment, unemployment and income
accounting.

It could be argued that a central thrust of Keynesian
thaory was to define the macro conditions that led to
unamployment in order to subject them to conscious
nolicy actions that would eliminate such unemployment.
The crucial link was the functional relationship
between investment and the level of employment.
Monetary and fiscal policy could be used to influence
this link in such a way as to overcome less than full
amployment equilibria in the economy. The level of
investment was therefore central to maintaining full
employment. Subsequently theorists have guestioned
and debated problems of stability, policy efficacy,
policy mix etc., but the formal link between
invastment and employment has not been subjected to
serious question within the theory.

As Arthur Lewis (2) was one of the first to point out

some fairly immediate problems posed themselves when
it came to applying this reasoning to developing
countries. In these situations wage employment was
neither exclusive or even dominant. In addition there
appeared to be a proliferation of jobs that provided
petty services to those who could afford them. 1In
agriculture productivity appeared to be sc low as to
suggest close to zero marginal productivity for some
labour. Unemployment could not really be an adequate
description of such categories of labour. Under-
employment appeared more adequate but remained
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problematic since it was difficult to define a yard-
stick against which underemployment was being measured.
The implicit yardstick, in the absence of a theory

of productive and unproductive labour, had to remain
the type of employment offered in an advanced economy.

It was also fairly clear that conventional Keynesian
tools o©of demand management could not be readily

applied because of the lack of an adequate institutional
infrastructure. The employment problem had, therefore,
remained fairly firmly within a conception of investment
management to create such employment.

One consequence of this was to focus attention on the
creation of those financial institutions that, in the
developed economies, were seen as facilitating the
management of the economy (eg. banks, central banks,
savings institutions, discounting facilities etc.)
Such institutions were also seen as the means to
improving the utilisation of the foreign aid flowing
into developing countries.

However, by the late sixties the problems of under=
employment in the 'Third World' seemed just as
intractable, if not worse than before. In particular
the urban based manifestation of the problem seemed

to be serious. Small-scale, petty commodity activities,
both 'legal' and'illegal' appeared to have proliferated.
The I.L.0O. reports on Kenva and Columbia elevated these
activities to theoretical respectability in the guise

of the 'informal sector'. It was argued that more
attention should be paid to this area. As Leys (3)
summarised this position.

"Labour-intensive, competitive, using locally
produced inputs, developing its own skills and
technology, locally owned and controlled, the
informal sector was in the mission's view the
model of the kind of economy Kenya needed; but
instead of being encouraged to the maximum it
was restricted and harassed so that it too
failed to furnish adequate incomes to those

who were engaged in it."
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In essence this approach was calling into question the
implicit yardstick of productive employment provided

by the employment structure of advanced economies.

What was replacing it was some kind of 'Third Worldism'.

This new emphasis did have definite positive effects.
It focussed attention on what exactly was being
measured by national accounts in the Third Werld and
made respectable more pragmatic approaches to
providing social services, housing (eg. site and
service schemes) and assistance to small-scale
business and farming.

Essentially what such analysis was arguing was that

in the link between investment and employment in the
Third World there were numerous interfering factors
that reduced the employment creating effect of invest-
ment and/or reduced the amount of investment that
could create employment. The capital intensity of
investment arising from inappropriate technology and
factor prices, bureaucratic inefficiency and corruption,
cultural factors,conspicuous consumption (rather then
investment) and irresponsible monetary and fiscal
policy were some of the more important of these
interferring factors.

The description of those factors was and is undoubtedly
largely correct. However, in explaining these factors
there is surely a prior question and this is whether
investment in the concrete situation we are examining
could have taken place without these accompanying
factors? It appears to be that the implicit (and
sometimes explicit) answer to this guestion by the
analysis examined thusfar is yes. It follows there-
fore, that these factors are basically extraneous

to a positive link between investment and employment
and furthermore correct policy should eliminate them
once the factors are identified.

However, it is this that requires far more careful
scrutiny if we are to understand unemployment. No
one would disagree that investment is linked to
employment. Ir a sense it is almost tautologous in
that without any significant exception any labour
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activity combines men and tools, machines, buildings
etc.. So the number of pecple labouring is related
to the level of accummulation of tools, machines,
buildings etc.. Investment, understood as an
accummulation of tha2se latter, is therefore also
related to employment. This, howevar, tells us
nothing about the nature of the labour carried out,
nnr about tha relationship between those that labour,
nor about the specific factors that govern the process
of accummulation, Such accummulation must have
concrete social implications since it is not machines
that give rise to new machines but men directing and
controlling machines that doess so.

From this starting point it bacomes crucial to
distinguish betw2en the abstract formal link betwsen
investment and 2mployment creation and the content
of that link in the concrete situation. The content
of the 1link will always be the manifestation of a
concrete configuration of socio-economic factors
specific to a particular historical or contemporary
situation.

The implication of this is that analysis must attemot
to explore and specify the possible links between fac-
tors such as foreign investmant, tecnnology, capital
intensity, misdirectad rescources and economic and
political power. To the extent that they are found

to be related and supportive of sach other one can
speak of a structure of causally related factors. Tien
to the extent that unemployment can be analytically
related to thes=2 factors one can speak of unamployment
as a structural problem,

What follows is an initial attempt to sketch an
analytical framework of relationships between factors
that are important to an understanding of employment
and unemployment in this economy. Th= task is a
difficult but necessary one since if unemployment is
a structural problem then the important implication
of this is that our socio-economic structure will not
easily generate or accommodate policies that zttampt
to seriously deal with the problem. This is not

a position of despair since analysis and understanding
inevitably lead to change if they corrzactly reflect



the problem. iowevar the concern of this paper is
not with »olicy cptions but the nature of the
structural problem. This requires a brief and
obviously incomplete sketch of the development of
the structure that the paper attempts to identify.

DEVELOPMENT OF THE S0OUTH AFRICAN ECCNOMY

Wihat 1s required is an understanding of the specific
nrocaess Oof the accumaulation of the capital stock in
South Africa and the specific process of disinter-
grarlon and transformation of nocn-wage employment in
the indigenous economies to wage forms of employment -
i short tha process of preolatarianisation.

The term proletariat is the most convenient for our
purposes. It implies a work-force that is entirely
‘with relatively insignificant exceptions) dependent
on wage labour for its subsistence and reproduction.
The labourer and his family would be dependent on
wage income. In the economy the commodity equivalent
of the wage bill and the capital goods for investment
would be produced within the sconomy by a wage =sarning
labour force. The economy is an articulated system
based on wage employment and the reinvestment of
profits.

This schematic outline of an ideal type advanced
capitalist econcmy talkes one to the nub of the process
2f proletarianiszation in South Africa. The development
2£ the South African zconomy has not rezlied on a
prolatariat as defined here. Production of wage-goods
oY wajge labour emerged :nd is emerging in a2 very complex
way and the capital goods sector is underdeveloped.

Initial significant capital investment in South Africa
oroduced commodities fcor export and, certainly in the
case orf gold, profits for export. To do this required
a labour force and contrary to popular perception you
don't get workers just as soon as a wage is offerred.
That labour supply had to be created either directly
through hut taxes, land appropriation, vagrancy laws,
suppression of peasant production and overt coercion
or more obligquely by the generalised instability that
colonisation gensrated in the sub-continent.



Capitalist investment did not create a proletariat as
defined above although ther2 was wage labour. Nzither
was foreign capital invested in wage good sacturs.

If anything the capital came from economies where
manufactured gnod exporters dominated and would have
been antagonistic to manufacturing in econowmies such
as South Afrieca.

Capnitalist onroduction, thera2fore, generated wage
employment along with a structure that effectivzly
checked gesneralised incr=2ases in production in the
African pre-capitalist economy and led to tnateconomy's
long-run decline in vroductive capacity. The possibility
nf a general risz in production in the pre-capitalist
economy f(or even its *transformation to capltalist
agriculture) would have had unacceptabls conseguances.,
Rising rural incomes would have led tc rising wage
rates in the capitalist sector to2 attract laoour.

in addition rising production woHuld have threatcened
white agriculture and also probably hava haen
accompanied by land concentration and migraticn off

the land (as was the cas2 in white agriculture). This
latter factor would have raised th=2 indirect lapour
costs to the capitalist sector: in the form of grzater
expanditure on social and econcomic infrastructure for

a larger urban population.

®ver time the diminished laad arsa, rising population
and minimal infrastructural expandituras then led to
the economic and sociai disintergration of the pre-
capitalist economy.

‘“These factors generated a migrant labour system (rein-
‘forced by legislation and compound systems) that main-
tained the bulk of the wage labourer's family on the
land (where there was land left). What this meant

was that the reproduction of the wage labour force did
not depend on production in the capitalist sector
alone, but was in part borne by the distorted pre-
capitalist rural economy.

Such a structure meant that wage labour, was not
svnonyrous with 'free labour' in the sense that

labour had bezen separated from the means of production.
The indigenous economic system remainsd, therefore,
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pre-capitalist in the sense that the ownership of the
ireans of production and the relationship bstween
producer and non=producer could not be defined as
capitalist relations of production. However, it was
guite obviously bound to the capitalist production
gactnr through the szale of labour, the purchase of
coiminwwdities and tha political authority exerted by the
sapltalist secktor. Prolatarianisation was, therefore,
lagcoemplete,

Yat wage employmant was to expand relatively rapidly,
sarticularly after the Pact Government of 1924 and
cha subsequant encouragement of the local manufacture
of consumer goods.

™2 incomplete proletarianisation and the expanding
wage employment in capitalist production raise the
question as to whether the expansion of wage employment
was also leading to complete proletarianisation? The
contention of this paper is that in fact complete
»roletarianisation did not occur. Rather a more
22implex structure of wage employment emerged and the
aczess of labour to that employment differed markedly.
In short proletarianisation remains incomplete and the
smnloyment structure is characterised by a high pro-
vortion 2f low productlivity, precarious occupations.
.the 'informal sactor').

™is argument requires clcser attention to the particular
f2atures of the development of the capitalist production
sector, In particular industrial development.

INDUSTRIAL DEVELOPMENT

The development of industry in Scouth Africa has to

ba seen in an international context. The advent of
tariff protection and encouragement of local production
were to the advantage of local producers but that does
not mean that this thereby decreased the links between
tha South African and the advanced economies.

It was consumer goods that were in the main protected
at a time where the structure of production was
changing in the centre. The producers of capital goods
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ware not threatened by tariff protection since the
manusacture of consumer goods in the periphery extended
their market. Lary2r local markets also made it

feasable to locate elamants of thelr productive actlvities
to the periphery. Thes: fac:0rs craated the pre-
conditions for naw and irore complex links betwaoen this
econonyy and the advanced a2zonomies.

What are the lmplicatlons ofi this? Flrstly, the
lmportation of capital goods and certaln raw meterlals
is still of consideratle inuvortance to South 2FErlica.
‘The lmpilcations oL this are lmportant. The pezriphery
-will always find lc exc22dingly difficult to compate
wlth tha cesntre in the productlon oif certain capital
goods. As a rasult a part of the investable surplus
gencrated here willl b2 invested in imported capital
goods and, &iere.v reduce :the amployv.ient creating
capacity of investment. '

3econdly the wumportad capltal sgulpneat enbodles
advanced tecanviuygy Lron the contre. The ule of such
technology 13 Jn g2neral the most 2fficlent way of
producing commadities and will thorafore be put to use
here. With technologlcal improvaoamant a glven iavest-
ment in eguipment will 2aploy less and less workars.,
The absolute anount of iInvestiment would, thesreiors,
have to ris= at an Increasing rate to maintaln the zame
rate of growth of employment. Thirdly, the signlficance
of the two points above lies In the contaxt of which
they occur and this is the incrzasing centralisation
and moneopolisation of tihe production process. Larger
and larger companies dowlnata2 the production process
and in doing 50 they transfrom preduction, marketing
and financs. Tecnnigues of productlon are 2volved .
through the harnresslog: of sclence toindustry, that can
only be used by very larga enterpris=s, with large
resources and markets. Thils monopoly ssctor domlnatas
international trade and flnance. As a result thz most
comprehensive linkages betwesn this economy and the
advanced economies i3 astabllished between ths large
corporations in South Africa, both local and foreign
and the large corporatlons ln the centre,

Th.2se links also represent a considerzble financial
link in the form of dirsct and indirect ianvestinant and
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the consequent servicing of this debt which is a fu;thar
Jdrain on investable surplus. (s2e appendix) It is, how-
avar, ingortant to realise that this drain is not at
thla point avoidable. This reinforces the structural
dii2nslons of ths problem since sarious attempts to
zurtail suci financial links are likely to incur

aigner costs to the economy than benefits.

Lo other dimensions to these financial links are that
tie contacts and expertise that they reguire mean a
c21lanze on the larger international banks.

-n short I am arguing that the direct links between us
2::d the zdvanced sconomies are predominantly within
w.:at might be termed the monopoly bloc. This monopoly
bioc defines a confignuratlion of factors related to
aconomlc size. Thase are techniques of production,
“y¥?es of product, marketing practices and financial

practices which together influence overall production
in the econony.

A3 a result of these factors three intasrrelated points
aZrecting employment creation emerge. (a) A sector

of capital good production will remain in the centre
in the present foreseable circumstances. (b) Existing
-achnigues of production and the products produced are
ia general defined by the large corporations of the
contre (c) Foreign financial inflows are important

and the servicing of that debt a significant outflow
of investable funds. Each of these factors reduces

2immloyment creation unless outweighed by larger absolute
levels of investments i.e. we've got to keep running
faster in order to stay running.

Tha existence of what has been defined as the monopoly
210z is important for the rest of the industrial

S$2Ctor. Relatlvely smaller enterprises cannot
effectively avail themselves of the resources that the
monopoly sector can. It is, therefore, difficult for
them to compete with that sector so that their expansion
33 a sector is constrained by the monopoly sesctor.

Th2ir competitlve position viz-a-viz large corporations

i3 affected by the productivity differential and the
marketing position.
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This divide between what we might call the mcnopoly and
competitive blocs in the economy is significant at a
number of levels that we do not have time to explore
here. Obviously, however, it is likely to be significant
in viewpoints on international prassure, labour control,
industrial relations and as a result more gsneral pol-
itical perceptions. (4)

Here, however, the significance of the divide is that it
is part of a particular structure of accummulation in
South Africa. South Africa has industrialisad during a
particular stage of development of the world capitalist
economy. In brief the main resulting and inter related
features of accummulation are the dominance of tne mono-
poly sector links to the world economy through techno-
logy, trade and finance. These links facilitate lncreases
in output in this economy without having the same impact
on employment due to the capital intensity of ilnvestient
(both due to technology and product choice) and the
‘employment loss' of repatriated profits and axpenditure
on capital goods.

What is of crucial importance is that we could not and
probably would not want to changs this structure. An
easier option is to try and increase foreign involvement.
This would of course outweigh the negative factors out=-
lined above but in the contradictory fashion of increa-~
gsing the absolute significance of the factors that have
to be outweighed.

ON THE MARGINS OF INDUSTRY

The full significance of these factors come from their
inter-relationship with another configuration of factors
that relate to the rural economy. As outlined above the
distinguishing feature of early industrialisation lay in
its dependence on the pre-capitalist economy to bear part
of the burden of the reproduction of the labour force.

" However, the restriction on the land area of Africans,
the stemming of permanent urban migration, the rising
population and the restrictions on accummulation in
African agriculture meant a long run general decline in
the productive capacity of the reserves relative to their
rising needs. Furthermore the development of a product-
ive capitalist agricultural system in white areas
effectively competed and will continue to compete with
agricultural production in the reserves thus restraining
its expansion. Furthermore, even to the extent that
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production in the reserves were successful it would
disturb tn2 delicate fabric of agricultural wrice sup-
nort we have and hance ran foul of important and »owere
ful existing Interests.

Ti: 3host, therefore, w2 nave a situation whorzs tha pre-
vious pra-capitalist a2concmlic forin has disirntegratad an
a0 longar aaces an adequate contribution to the repro-
«uztion  of labour. This implies “hat zising real wags
Lo Parts of tha capitalist sector have o2ffs=2:t tais in
p=rt but a3 argued earliar the mora pervaslva aff2ct ha
Z22n a 32cuiar d2oline of living standards of African
gacpl2s8, alfeccing soie far more seriously taan othars.,

s s59-callad resarves have therefora been areas where
lnuoe genaration (in tne broad sense of money and pro-
Jucts! and tharaiore smployriant have been declining
celatively if ust absolutely. To maintain the amployment
‘balanca', tharefore, would reguire that nthar sectors
2rpaad at a rata that: would aisord tnis Jecline md alle
to< tna rising population.

It 13 now time, however, to start tylng the wab to-
gatiaxy, or at least the major threads chereof. It has
ce2n arqguad above that structural forces ars at work
that limit the rata of employament incrzasein the other
si:7hoss. In saort thase were the "employment loss" due
vorepatriatsd profitand imported capital equipment thae
wainuize of the 'xnernopoly bloe' and its »nropensity to
2redia putput nore raviily than smploymane and the
e3bracning eftfsct thiis would have o the less praduc-
iva ‘coapetitlie sa2ctors' nf the econcuy.

Teow the axployment point of view tiiase are nagative
struziural fovees and within the present strusture they
are sikely to De oifsa2t only by .wwore of the sama2.This
wnereases tha abhsolite size of :the nagative factors and
L3 further likaly to 2xacerbate the zompetition hHetwaen
=12 menopoly wd compatitive sectors. This is partice-
larly significant for esnterprises in tha so-called home-
Lands which are mora likely to fall within the compe-
titive sector. Thelr =2xpansion will be in fact restricte
by tha growth of the monopoly sector jus:t at that stags
ware the structure perceives a naed for their rapid
expansion.
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There are two important phenomena that have derived
from this complex and differential structure of
amployment creation. The first is that historically
the State has acted to serve particular interests in
the capitalist bloc whilst at the same time trying

to reconcile conflicts as far as possible. Pervasive
labour and population control has been the major way
of achleving this. The free movement of labour would
have been detrimasntal to thzs mines, agriculture and
small-scale labour-intensive business given the
existence of the more productive monovoly bloc in
manufacturing capable and at times willing to pay
higher wages. (5)

Free labour would also have threatened the privileged
position fought for and gained by white labour from
capital, The latter saw such concessions as in their
wider interests in a earlier period.

Furthermore a settled urban povulation engaging higher
wages an<d being more firmly entrenched in skillasd
positions was a politically uncertain opntion in that
it could have greatly facilitated the political and
labour organisztions of thz disorganised majority.

Secondly, the secular irbalance between productive
employment and the nead for it generated by tne forces
outlined above has led to the proliferation of small-
scale activities aimed at keeping people alive - the
'informal sector' discussed in the introduction. It
is clear that this sector has no independent a2xistence
since it is generated and its size dictated by the
structure in which it is created., It is the inseparable
and insscapable margin of capitalist accummulation

in South Africa. (6)

This marginal pole of the economy is not homogeneous
and has within it a complex of activities shaned by
different specific forces and with differing prospects
of survival. The activities are defined as marginal
either by virtue of legality (=2g. unlicens=d traders
or by criminal conventions eg. theft, prostitutlion)
or the type of product they sell or by the fact that
they are necessary but inadeguate supplements to wage
income (eg. agriculture production in reserves)
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These activities are precarious both being threatened
by the small trader through licensing laws and by

large scale cheaper production eg. supermarkets,
mechanised agriculture. Many of the activities of the
marginal pole are designed to meet the needs of the
'poor market'. This along with the competitive nature
of the market means that the capacity for accummrulation
is limited. This is often reinforced, but not created,
by legal restrictions of the activities.

Furthermore, contrary to the position taken by the
I.L.0. reports these activities are linked to the
industrial sector in a number of further ways. The
latter is the major supplier of commodities to the
marginal pole. This can be in the form of commodities
purchased there and then redistributed, or in the

form of commodities purchased and then altered to
serve different needs. Or in the form of what Obregon
(7) calls residual resources - those commodities
discarded by the production and marketing needs of the
advanced bloc. Furthermore many of the skills used

in the marginal pole have been acquired through a
training in the capitalist sector.

Whilst there is likely to be an internal cycle of
income generation and expenditure within the 'marginal
pole', clearly it is heavily dependent on the income
generated cutside it, For instance, one cannot
conceive of the bulk of rural preocduction independent
of the income remitted fromr urban areas.

In a sense, therefore, the 'marginal pole' is a 'soak
pit' that absorbs the structural and cyclical employ-
ment problem of the 'advanced bloc'. Employment in

the 'marginal pole' is precarious and often trensitory.
In South Africa the significance of this is increased
by the fact that there is now a gigantic capacity to
direct and control labour. People can to a considerable
extent be moved in and out of the 'marginal pole'
according to the needs of the situation. The actual
geographic location of these activities can be shifted
and altered considerably (a comparison of Clermont and
KwaMashu would be of interest to see what impact the
more controlled townships had on the 'informal sector').
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The exact composition of the 'marginal pole' also
determines the balance between what could be termed

the opren unzsmplov=2d anfd the und=aramployed in conventional
terms.

CONCLUSION

Concluding a schematic outline such as contained in
this paper is dlfficult since the obvious nead is to
substantiate many 2f the propositions made by further
argument and illustration. The Appendix does suggest
that therz are at least statlstical starting points
for further empirical illustrations. However the main
purpose of the paper has been to present an analysis
of our emplovrent and unenployment in South Africa
that is not widely used.

In short the argument is that if one examines the
concrete circumstances of Souwth Rfrica's industrial
development then one finds a configuration of factors
which are structurally relatad (in the sense defined
earlier) and lead to the present levels of employment
and underemployment. One should stress that it is the
eonfiguration that is important and it may be worth
stating this again briefly.

Capitalist industry in South Africa developed both due to
local factors and in a particular phase of development

of capitalist production on a world scale. Consequently
sectors of the capital good production are absent in
South Africa. Furthermore, the extent of foreign invest-
ment and repatriated profits is a drain on investable
resources in the first instance and makes the economy
vulnerable to fluctuation in a compensating inflow. In-
creasingly large corporations with their attendant pro-
ducts and capital intensive technology dominate the
economy with the sffect of defining the limits of ex-
pansion of smaller scalz, mrore competitive and more
labour intensive enterprises. Output increase, therefore,
do not have the same impact on employment both due to
mechanisation and the restricting effect on the expansion

of other sectors.

These then are structural tendential forces that militate
against employment expanding at a rate commensurate with
increases in output. Furthermore, they exist alongside
the structural disintergration of the African rural
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asonomy and a ralatively high population growth rate.

T- is in this 4qtarzlay of tandential structural foxrces
izt our unemplovment and undarermployment problems
~s3.e. Cl2arlv policies can be 2volved that couid

T, w12 with the sroblam but we n3ed to be aware of
ha dinensions of ths problem first.

0 NHSOTES:

. Thls essay is a crndensation of ar earliar paper
zitlad “Jmam 31J?~ nt and 'Ma:ginalisatiun'. A
Fframework far ths South A%rica Casa" precentad
a4t ka2 H::xshup on Uazpploymant and Labour
Rzaliocation”, Devzloument Studias Ressearch Group,
Unlversity of Natal Pietergmaritzburg March 1977.

I have chosen to try and sirplify the main »oints
oZ what in South Africa is a largely unfamriliar
arnalytical positinn on unamploymen:t. For the saka
»f Drevlity I have no: =laborated on certain issues
and nave trl=2d to iacorworate numerous conments
nede then, I've als)d tried to dzal with certain
unnablished comments Ly Norman 3rombearger but many
uudld nava regquir2d separate papels' rathesr than

this short essay.

W.A. Lewis, "Economic Development with Unlimited
Supplias of Labour", Mnchester School, May 1954.
3. C. Leys, Undererploument in Xeyna (Heineman 1975
{p. 259j).

2. See Erwin and Webstar "Ideoloqy and Capitalism in
South Africa", in (hange, Reform cnd Zconomic Growth
n South Afriea, eds. L. Schl2mmer and E. Webster
iRavarn 1973). The bibliography to this article
will also ke a gulde to further re=ading.

Z. See M, Legassick, "Ideology and Legislation in
¢ost=1948 South Africa, "Wournal of Southerm African
Studizz Vol 1 No 2,
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6. This outline is largely derived from A.J. Obregon,
"The Marginal Pole of the Economy and the Margin-
alised Labour Force", Econmory and Soctety Vol 3
No 4 November 1974.

7. A.J. Obregon, ibid.
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SOME SUGGESTIONS FOR IMPROVING

UNEMPLOYMENT INSURANCE

by Dudley Hormer

According to the Report of the Controller and Auditor-
General for the financial year 1974-75 (R.P. 84/1975)
the accumulated funds of the Unemployment Insurance
'Fund amounted to R184 925 920 at 31 December 1974, and
the excess of revenue over expenditure for the five
years 1970-1974 had shown a healthy increase each

year as the following table shows:

TABLE 1

U.I.F. : INCREASE OF REVENUE
OVER EXPENDITURE 1970 - 1974

YEAR INCREASE
(Rand)
1970 7 349 487
1971 7 021 407
1972 2 575 793
1973 8 765 952
1974 14 033 592

Provisional figures indicate that the accumulated funds
of the U,I.F. amounted to R208 400 000 as at 31 Decermber
1976: (1)

The Unemployment Insurance Act, No. 30 of 1966 excludes
from the cover of U.I.F. numbers of workers of various
types, namely: domestic workers in private households,
agricultural workers, African mine workers, certain types
of seasonal workers and categories of public servants.
Some of the last-named are provided for in complementary
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legislation and their exclusion from the legislation
under discussion is, therefore, not a matter for
particular concern. However, in other instances there
is overt discrimination, if not on the grounds of

colour or race, certainly on class where those workers
who most need protection from the inclemencies of the
economic climate are afforded no shelter whatsoever

(See Table B). It may not, in the shortest of short term
be possible to extend protective cover to all agricultur:
workers, or African mine workers without a fear, at the
very least, of depleting the accumulated resources of the
U.I.F. in such a manner that few workers would derive
any benefit worthy of serious consideration. There

is an obvious need to monitor changing circumstances
very carefully. However, in spite of these problems,

it is clear that the time is long overdue for the
Progressive extended of unemployment insurance cover

to workers who are presently excluded. This process
could perhaps begin by extending the cover to all
permanent workers on farms, in domestic service, and

on the mines. As is indicated above,the funds of

the U.I.F. are in a healthy state. Moreover the rate

of contribution by both employers and employees was
increased substantially in 1977.

Let us next consider the rates of contribution establishei
by the Unemployment Insurance Act, No. 29 of 1977. Prior
to this amendment the rate at which covered employees
contributed to the fund varied from 0,44 per cent of
their earnings (in some of the lower-paid groups) to
0,14 per cent of their earnings at the upper end of the
scale of contributions. Section 2(a) of Act No. 29 of
1977 eliminated the inequitable system which prevailed
by establishing an increased flat rate of 0,5 per cent of
earnings for all groups of covered employee. While this
change 1s to be welcomed it does not go far enough and a
progressive scale of contribution should be introduced
rising from 0,5 per cent of earnings at lower end of the
scale of contributors to 0,75 per cent at the upper end.
The reasoning which informs our argument in this
connection is that the 5 cents per week presently
required from a contributor earning R10,51 per week

(R564 p.a.) imposes a far greater financial sacrifice
than does the 65 cents required of a contributor earning
R130 per week (R6 760 p.a.). Employees at the upper end
could easily absorb further increases.
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laving given attention to tiie question of contribution
lat us now examine the chaaqas in banefits payable
@ifaectad by the 1J77 arendmmt to the Unemployment
Insurance Act of 1966. Wwhiles thar2 can be no guarrel
with tin2 increase in banafits to the upper end of

the contributors' scale, where a worker earning R100
ner wesk could expect a benefit of only R20,30 per
waek oir apout one-Zifth of nhis previous sarnings,
objectionscan be rais2d to the regressive principla
which thase changoes introduced. If we use 1971 as

our reference year, Table Nec. 2 below shows that
increasad benefits for more highly paid workers havz
been purchased at the expanse of lower-paid workers. (2)

TABLE 2

- —

CHANGES IN DENEFITS PAYABLE BY THE

i S P L i G e — b

U.I.F. BETWEEN 1974 AND 1977

R T F el e L O skl 0N B = et el L R LS e

L

. — i . o T i R - ¥l St — g ey Sy L Pl

WEEKLY EARNING BLMEFIT PAYADLE CHANGE 1IN
BENEFIT
GROUP 1974 1974 1977
EﬂEﬂ Rand hand
3. 7,51=10,50 4,53 7,51-10,07 Amount payable DECRZASIS
, 10,10-10,50 o ” INCREA3 S
4.,10,51-13,30 3,00 10,51-12,43 " i DECREASFES
12,44~13,50 ) i INCREASES
5.13,51-15,60 6,65 13,51-14,76 " i DECREASES
14,77-16,50 " . INCREASES
6.16,51-19,50 7,70 16,51-17,09 " " DECREASES
17,10-19,50 ki i INCREASES
7-14.19,51-130 20,30 ALL GROUPS " " INCREASES

= e

Quite clearly Sectlon 3 of Act No. 29 of 1977 which
replaced Sa2ctisn 36 of the Unemployment Insurance Act
of 1966 has placed sone, probably many, low=-paid
workers at a considerable disadvantage. The rates at
which they contribute to the U.I.F. have been lncreased
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while the benefits due to them in money terms have
actually been reduced. In reai terms, taking inflation
in the years 1974-77 into account, the value of the
benefits to which they are entitled will have been
reduced even further. Remedial action is urgently
required.

The 1966 Act provided that workers in the first three
groups of contributors, namely those earning up to
R10,50 per week, (R546 a year) would not qualify for
ordinary benefits if they refused suitable work which
was available, including work in agriculture or work

as a domestic servant in a private household, where
thelr earnings would not be less than the weekly
benefits which would be payable if they were unemployed.
The 1977 Act has raised the 'ceiling' of this provision
to R15 per week (R780 a year). This will bring further
workers within the ambit of this particularly object-
ionable provision. What this means is that an industria
worker “earning R14,00 per week, who upon becoming
unemployed is entitled to a benefit of R6,30 can be
coerced into accepting a position in a low-status and
low-paid occupation at less than half his previous

wage thereby forfeiting a benefit to which he had
contributed and which was his due. Given our system

of labour bureaux and migrant labour, an African worker's
future job opportunities could be drastically curtailed
were he to find himself in this unenviable position,

The original provision prior to 1977 was sufficiently
objectionable in itself; to augment it in this way

is deplorable. It should be repealed and there should
be no discrimination between workers in the different
earning groups.

Further, until 1977, contributors in earnings Groups IV&V
(those earning between R10,51 and R16,50 per week) were
required to accept availablework similar to that which
they had been doing prior to becoming unemployed before
benefits would be paid. This was a more reasonable
'hedge' against the 'work-shy' than that which we have
described above. However it was then and remains
now a contentious issue. 'Suitable work' and 'similar
work' allow claims officers some latitude for
interpretation. Human error could cause inconvenience
or even grave hardships for some contributors. It would
be more equitable to define 'suitable work' for these
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purposes in terms of actual earnings prior to bzcoming
unemployed. This suggastion raises a related question
which ravolves around a further innovation introduced

by Act 29 of 1977. The present dispansation prascribes
that contribut»s>rs whos2 normal earnings ezcezd R15,00
per week (R730) could be obliyed to accept work at

75 per ~2nt of the ramunaeration payable in the work
upon wirich they ordinacily 2a7ajed befnre becomrling
unemployed. 3Bafcorz 1977 there was no such stipulation
for grouns VI @2 ¥iV. It s=ons likely that these
provisions w2:re iatroduced to protect the U.I,F. in the
presant deprassad conditions, Caution may be desirable
in certain clrcumstances hut these issues raise a vary
fundamental cuestion about the nature of unemployuent
insurance in Suuth Africa. The system is begining to
acquire 80 many safeguards aimed at praventing unemploye.
workers from claiming benefits that some workars may
feel that their contributions to the U.I.F. are inore

a form of taxatlion for the 'privilege' of being 2mploya2d
than a prophylactic against hard times. The time 1s
long overdue for a system to be introduced which would
provide for an effective 'cushion' for workers lin
periods of adversity.

Finallly I would suggest that the Unemployment Insurance
Board be elevated to the lesvel of a statutory commission.
It should consist of five appointed members On€

of them the Chairman elected by employers' association
and an equal nwrber ot membars glected by trade unions.
One of the appointed members should be an actuary,
another should be a professional a2conomist, and a

third should be an official of the Department of Labour
with special knowledge of the Labour bureaux (exchanges) .
The Commission should be given a greater degree of
independence than that presently enjoyed by the
Unemployment Insurance Board.

As usual the statistics tell less than the full story.
There is widespread ignorance, and lack of education
about, the available benefits. There are employers
who fail to register their employees, or adopt
incorrect procedures regarding the U.I.F. Card, or
note the reason for termination of service with little
regard for the consequence. Unless the reason 1s
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redundancy a six week penalty period is imposed
before benefits can be received. Appeals against this
penalty for 'default are possible,but few workers know
this. The claims procedure entails dealiny with both
the Departments of Labour and Bantu Affairs. Beyond
this there are the corridors crowded with people who
wait, only to be told to return tomorrow, or next
week; and then not for the last time. Workers have
been known to wait three months before receiving
their first benefit payment.,

FOOTNOTES :

(1) Minister of Labour. Hannsard 2. Question Column
88, 1 February, 1977.

(2) For a brief account of this, see: Muriel Horrell,
Legislation on and Race Relations, Johannesburg,

SAIRR 1971 pp. 63-5,
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SOME ASPECTS OF UNEMPLOYMENT IN THE
WESTERN CAPE
(Octobzar 1976 - September 1977)

by Carrol & Andrew Prior

An Analysis of the Athlone Advice Office records from
Oct 1976 to September 1977 shows that at least 811
pzople brought in problaems dlrectly arising f£from being
out of work. Of these 464 w2re permanent residents,
270 were contract workasrs and 77 were in ths area
illegally. Out of a total of 600 cases sesn in June
and July 1977, which were peak unsmployment months in
tha Cape, some 200 ware out of work. (1)

The Western Cape has since 1966 been declared a
"coloured preferential area" (2) and there has been
considerable pra3sure exerted on employers to dismiss
"illegal"™ African workers and replace them with
coloureds. Thare was also a move some months ago to
prevent even gualified Africans from taking jobs
offered tc tham , as the Labour Burzau had to issue a
clearance certificate before any African could be
erployed. The following case studies are resprzseantative
of various categories of unemployment and they indicate
the peculiar problems resulting from this labour
legislation and its interpretation.

*# Mr K has lived in the Peninsula since his birth in 1350,
He has a house which he occupies with his wife and 2
children. After he lost his job in 1376 he tried for
months to find another, Meany firms w2re looking for a
competent driver and he had job offers. The last firm
to be refused a "clearance certificate'" by the Labour
department said that thzy had been told that there were
no jobs for Africans while thers is unemployment among
coloureds.

Recently a concession has besn made which may temporarlily
alleviate the situation. Because of the large numbers

of unemployed qualified Africans in the area, firms

with jobs to offer do not at the moment have to cbtain

a clearance certificate, but may employ an African if
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a suitable job is available. There is no indication
as to how long this concession will last.

The Athlone Advice Office does not act as an employment
agency, but large numbers of unemployed continue to
visit the office in the hope that it will be able to
persuade employers to take them back, or to ask for
assistance in negotiating their final pay packets. For
contract workers, permission to be in the area termin-
ated with their jobs. Although it is a breach of con-
tract for an employer to dismiss contract workers before
his contract expires, without grave cause, and retrench-
ment is not accepted as such, an excuse can always be
found by the employer for dismissal and the man goes
home with no possibility of returning to Cape Town on
contract until either new jobs are created or present
ones fall vacant. This creates serious problems for men
who have brought their families to join them in pre-
ference to living in single quarters all their working
lives.

* A worker, Mr Q, had been employed by Escom for 22 years.
While at home on holiday he went to the magistrate to renew
his contract and was given permission to return to Cape
Town. At Nyanga he was told that Escom was not allowed
more permits for Africans. He had only 6 months to go to
qualify for his pension.

The increasing number of police'raids and larger fines
have made employers worry of taking on people whose
passes are not in order. Many of the Advice Office's
clients, though technically "illegally" in the area
have lived and worked in Cape Town for years, many in
the same job.

DOMESTIC WORKERS:

Domestic workers are badly affected by these requlations,
There are no contracts for black women. Domestic work
is for those women who gqualify to live and work in Cape
Town, and women from other areas must work illegally.
Freguently these women are forced into Cape Town in
order to support extended families and have often been
deserted by husbands who leave the homelands on contract
and make lives for themselves in the cities. The only
legal protection enjoyed by these women is that wages
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which they havs already zarned may not be withald

from them, which i3 a frequant occurrsnce. Thare are
no minimum wage regulations, or holiday, sick leave,
pension or Unemployment Insurance Fund (UIF) provisions.
These are entirely at the discretion of the employer.
Cases haves been reported of women who ware sackead and
told they would n>t be pald as they were illegally in
the area, and therefore had no redress.

* In one case an zwployer brought her maid to the office
in an attempt at having her presence legalised. She had
been in the euploy of the family for three years. She had
presumnably b22n reported to the police by a jealous
nz2ighbour who feit she was paid too much, thereby "spoiling
the market",

* In anothar, an employar nlayed on the fear of his domestic
by saying that he would bank her salary when he was in
town so that szhe would ba able to avoid being arrested
by the police., She received R5 per month pocket money,
R20 being paid to her bank bogk. When she left his
employ he did not have her book with him, but promised
to post it. After much correspondance with the bank
it was discovered that no deposits were made in her mname,
and the employer "had moved away ".

UNEMPLOYMENT INSURANCE:

As far as the administration of the Unemployment
Insurance Fund is concern=d the system malfunctions at
a number of points. The problem areas are thoss
relating to employers and to thie administration of

the fund.

1 Problems relcting fo employers: These related to faulty
administration, ignorance and carslesness on the
part of the employers. Among them are the
following: a. firms who had not applied for UIF cards
by the time the employez was dismisssd;

b. firms who had appliasd but the caril
was not available when the amploye=
was dismissed;
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c. Eirms who had not assisted
employees to obtain sick benefits

d. firms who had not assisted
employees to obtain maternity
benefits;

e, firms who did not assist deceased
employees relatives to obtain
death benefits;

f. firms who did not explain to
employees how to obtain UIF
benefits;

g. firms whe did not give cards to
employees when they were dismissel
although they had them.

h. firms who filled in cards
incorrectly;

i. reasons for dismissal thought-
lessly filled in. (3)

Cases on record illustrate each one of the above
contraventions of the UIF act. The following are two
examples: -

* Mr C worked in a cannery. When he was dismissed he did
not receive his UIF card. When the factory management
was contacted the reply was: "Bantu are not entitled
to VUIF cover'. When it was pointed out that they were,
the factory agreed to look into the matter. The case
was referred to the Department of Labour.

% Mrs S came to Cape Town from the Transkei when her
husband was killed in an accident. She was entitled
to death benefits and so came to collect his
possesions and his UIF card. After two fruitless weeks going
from office to office she was told to return to the
Transkei and wait. This she did, seeing the magistrate
in her area. He could achieve nothing, despite letters
on her behalf, so she returned to Cape Town. Her
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husband had worked for three weeks for his last
employers before he was killed, and they had no UIF
card for him. The firm who had previously employed
him had never applied for a card. It was agrzed that
they would apply for one, fill it in, send it to his
last employer who would send it to the Advice Office
to forward to the widow. Nearly six months has
elapsed since the first investigations and the

matter is not yet resolved.

2 Problems relating to the administration of the Fund:

These relate to unemployed workers who havz hzen
signing the unenployment register for many months,
and who had or still have not recesived benefits.
It can take threz months or more before benefits
are received and there is an additional six weszk
'penalty' for workers who apply for benefits when
they have resigned of their own accord.

3 Miscellaneous problems:
The independence of the Transkz2i (256.10.76) creatad
enormous problems for workers. From that date no
Transkeian was to be issu=d with a new UIF card.
Contract workers who had paid into the fund for more
than 13 years prior to independences are able to
place claims via East London until October 1979.
Their UIF cards are thus valid. But no more
deductions are made for UIF from Transkelan conktract
labourers and no new carilds are issued nor are there
any benefits which 'new' zontract workers can clelm.
It is important to note that no claims from such
workers can b2 made in Cape Town. The man must
return to the Transkzi and reqgister as a work seeker
in his home district, and thsn apply for UIF throuyh
the East London labour office.

EXPLOITING THE SITUATION:

One of the worst featur=2s of the recession and ressulting
large scale unemployment has been the willingness of
employers to use the situation to their advantage. A
man or women wino is jobless is at the mercy of BAAB,

the police, his creditors and cut-throat business
practice. When people are gueueing for work, workers
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can be dismissed, paid ludicrous wages, and have their
time and money wasted on fruitless quests.

* An ice crz2am parlour in Sea Point engaged 10 young
men to ride ice-cream carts. Wages
were not fixed. but the owner of the venture promised
the men 10% of their takings. At the end of the day
he handed over R10 to the eldest to divide among the
others. When they complained he said that they had
stolen some of the takings and threatenad them with the
pclice. Rl hardly covers their transport between
Guguletu and Sea Point.

* * JYhen men register for unemployment benefits they are
compelled to register as work—-seekers and join the
labour pool. A group of these men were recruited
by a building firm. When the men turned up for work,
having paid their own fares, they were told that there
w38 no more work. The firm had in fact recruited too
many men.

CONCLUSION

It is only to be expected that Apartheid legislation
would be more rigorously applied in a time of economic
stagnation for it can then satisfy the requirements of
the Bantustan policy without injuring the economy.

The case studies in this article point to the growing
sense of insecurity, discontent and social dislocation
wnich must necessarily come in the train of those to
whom unamployment means, not only being without a

job and money, but compulsory exile to areas from
which escape is possible only when legislative and
labour barriers are lifted.

FOOTFOTES:
1. Rf Athlone Advice Office Annual Report, Oct 1976 - Sept. 1977.

2. In Dec. 1966 the African 'labour complement' of employers
in the W.Cape was frozen as from certain fixed dates earlier
that year. The term 'labour complement' implies the number
of registered employees plus already notified vacancies.
An employer who complzment was below his frozen number could
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2mploy additional Africans who qualified to live in the
area, or could apply for male contract labourers
(recruited from elsewhere and for not more than a year

at a tice), provided that he could produce a certificate
from the Dept. of labcur indicating that no coloured
workers were available. No applications for the
introduction of contract labour would, however, be enter -
tained for 13 defined categories of work (e.g. domestic
sarvants, vehicle drivers, delivery men, clerks etc.)

The list corresponds to that drawn up by Mrs S. Piper
in a letter to the Miaiater of Labour reporting conditions

in the Natal area. rf. SASH, Feb. 1378
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METAL AND ALLIED WORKERS UNION (TRANSVAAL) :

MEMORANDUM ON RETRENCHMENT IN THE METAL INDUSTRY

INTRODUCTION

Increasing unemployment and the rapidly rising cost of
living are the two major concerns of workers in South
Africa today. Unemployment has increased to an estimate
1,7 million most observers predict further increases,
The implications of unemployment are not only of con-
cern to workers, however, and Assocom commented in its
recent report to the Cillie Commission (reported in the
Star, 17 February 1977) that unemployment has a direct
bearing on the instability in black areas. Similar
opinions have been expressed by people ranging from
Col. J.P. Visser of the SAP in Soweto to Dr Alex
Borraine of the PRP and Anglo-American Corporation. It
1s therefore vital, both from the point of view of
individual workers and their families and from the point
of view of the country in general that all possible
efforts be made to curb unemployment and to find ways
of keeping workers in their jobs.

Workers losing their jobs now are unlikely to get
comparable jobs, or indeed any jobs, in the foreseeable
future.lt is not possible for a family to live on the
benefits paid by the Unemployment Insurance Fund. These
benefits are in any case hard to obtain and are paid for
a maximum of 26 weeks in any year. The position is
aggravated by the continual rise in the cost of living
over the past few years, which is still running at a
high annual rate, as shown in Table 1.
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TABLE 1
2ERCENTAGE RISE IN THE CONSUMER PRICE INDEX

(PER ANMNUM)

1973 1974 1975 1976 May 1977
All items 9,3 11,6 13,5 B 55 | 11,1
Food 35,3 15,0 14,9 7,4 10,1

(Bource: Stats; YMonthly Statistical & Markating Digest, January
1977 and Jume 1977)

THE METAL INDUSTRY

There have been widespread retrenchment in the engin-
eering industry during 1977. Employers have in general
justified thasa retrenchments as belng due to lack of
work in the industry. In this report we present
evidencz that the lackof work »asbeenexayggeratad and that
it is a s=2vere problam only in certain sectors and
certain geographical areas, Th= Metal 2 Allied Workers
Union believes that a g20d l12al of the retrenchment has
been an exercise in cost-cutting., While there 13 no
doubt that the recession has affected production levels,
substantial ovartire working has been very common in

the industry, at least on thz Witwatersrand, for
several months. It appears that productivity in many
firms has been artificially forced uwp by decreasing

the work-force while maintaining production lavels:
machines are being 3speeda2d up and workers are operating
more machines per individual than before. No increases
in wages hava been granted, however, so that the workers
are not benefitting at all from the increased product-
ivity.

THE PATTERN OF RETRENCHMENT

Retrenchment has taken two forms: while imany workers
have been told that they are being retrenchesd because
they are redundant, "rationalisation" is asoften being
achieved by "natural wastage" - workers who are dismissad
or resign are not replaced.
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Increasing numbers of workers are being dismissed for
trivial reasons and are thus included in the "natural
wastage". It is therefore very difficult to quantify
the extent of retrenchment in the industry. Reports
received from union members and appearing in the media
show that it is substantial.

OVERTIME WORKING

MAWU members and officials have conducted a survey in
several areas on the Witwatersrand, primarily the
industrial area round Benoni and the Kew/Wynberg area
in the North of Johannesburg. The results of the
survey are not 1intended as a comment on the actions of
individual firms: we chose as complete and unbiased
a sample as possible, but were limited in many ways,
so our information cannot be regarded as exhaustive.
This memorandum is therefore intended only as a first
look at the problem, and we intend to follow up our
initial results by further research.

In firms in which the union had members, information was
provided by the members. For other firms information
was obtained either from workers in a firm or by coun-
ting workers :leaving the factory. The éata have been
checked where possible, but as we did not have access
to management in general, some entries may be mislead-
ing.

Of 39 firms in Benoni, Kew/Wynberg, Heriotdale & Isando
for which we have reliable data, 29 were working at
least one hour overtime each week-day, on a regular
basis involving the majority of workers at the firm.
Fifteen were regularly working on Saturdays, again
involving most of the workers in each firm. Two were
regularly working on Sundays. Only 7 were not working
some regular overtime.
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TABLE 11

NUMBER OF FIRMS WORKING RZAEGULAR OVERTIME

Wi n— m— —

One hour per More than At least five At lz2ast five
week-day one hour per hours on hours on
week-lay Saturday Sunday
1 28 19 or more 2 or more

. IR I IS W, < TR

| ——— s S

Thus more than 75% of the firms were working more than
8-10 hours overtime each week, on a rejular basis
involving most of their smployees. While our figures
do not pretend to cover all sectors of the industry,
they undoubtedly reflect the situation in a very large
portion of it.

Clearly, conditions in the metal industry, at least on
the Witwatersrand, are not as bad as have be=2n made out.
This is confirmed in the SEIFSA "Business Conditions
Report"” for May 1977 and June 1977: these reports cite
poor conditions in very few sectors, including Auto-
motive Components and Electric Cables, while several
sectors,suchas Foundaries, General Enginszering and

Heavy Engineering, report good conditions and extensive
overtime., Mo3st of the other sectors are experliencing
improved conditions over the begining of the year.
MAWU's Natal branch, however, reports extensive short-
time working in Natal. But even here there are firms
where overtime is still worked. There are also cases
where workers on short-time for a period suddenly find
themselves back on full time plus overtime 'at another.
Thus, we conclude that:

1. The lack of work is not as severe as has been made
out;

2. The lack of work is localised and should not be
generalised to all races.

3. Much of the retrenchment has been disguised cost-
cutting.
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WHAT CAN BE DONE TO AVOID RETRENCHMENT?

1.

2.

3.

The Industrial Council should ban all regular
overtime working.

Where empty order books justify retrenchment, firms
should rather elect to work short-time.

Adequate notice should be given to workers who are
to be retrenched. The present notice period of

l day is too short to tide workers over until they
can obtain UIF benefits.

Firms should agree to re-hire retrenched workers
when jobs are available.

Management should discuss retrenchment fully and
frankly with their employees, and should discuss
ways of avoiding it,
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