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Executive summary

The Expanded Public Works Programme (EPWP) was launched in 2003 as a short- to
medium-term response to high unemployment and marginalisation. It aimed to
provide work opportunities, training and a launch-pad for trainees into the labour
market. All these activities were aimed at alleviating poverty among the unemployed.
The existing public works stretched beyond infrastructure to include environment,
social and economic sectors. This range of labour market and social objectives are
unusual amongst public works programmes internationally. A million new jobs were
targeted, to be created over five years.

The EPWP is not far off its job creation target as originally framed. It has generated
approximately 716,400 work opportunities in three years, as against a target of one
million over five years. However, these are very short-term opportunities: if the jobs
are translated into the equivalent of a full-time job (that is, 230 hours per year), the
five-year target would be stated as 650,000 jobs versus 220,000 generated over three
years. If compared to the larger unemployment problem, the targets were set at a low
level and the overall contribution to reducing unemployment is small. Currently, the
EPWP reaches about 7% of those unemployed by the broad definition and about 4%
by the official definition.

The South African government has adopted a target of halving unemployment by
2014. This would require that unemployment falls from about 26% in 2004 to about
13% by 2014. Altman (20006) estimates that employment would need to grow by 40%
to meet that target, or by about five million net new jobs. Three plausible scenarios
are offered, focusing on potential market-based growth if gross domestic product
(GDP) were to rise by an average of 3%, 4.5% or 6% per annum between 2004 and
2014 (Altman, 2007b). The public service is seen to grow in proportion to GDP
growth. EPWP represents the shortfall created between the combination of market-
based and public sector employment, as compared to the unemployment target. That
is, it is assumed that government steps in to ensure that jobs are offered to sufficient
numbers of people so as to reach its target of halving unemployment.

Even in the best scenarios for economic growth of 6%, market-based employment
and the anticipated growth in the public service might only expand enough to achieve
an unemployment rate of about 16% if there were no EPWP. Therefore, at a
minimum, almost 600,000 EPWP jobs would be needed, which is about 4.5 times
what was generated in 2004 and about double that in 2006. By 2014, about R8-billion
would be needed to cover the cost of social sector EPWP in particular.

In the worst scenario, with an economic growth rate averaging 3%, unemployment
would rise to about 28% without EPWP. This would require about 2.8-million EPWP
jobs to reach 13% unemployment. This is about 10 times that generated in 2006. This
scenario would require an allocation of about R57-billion to social sector EPWP to
ensure that unemployment is halved.
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This paper reviews the extent that EPWP is contributing to livelihoods. It also
reviews what sort of pressure there might be on the programme in meeting the
objective of halving unemployment by 2014.

In 2006/07, approximately 300,000 people were engaged in an EPWP opportunity.
This accounted for about 7% of the strictly unemployed or 4% of the broadly
unemployed. Although still a small programme, it represented a large increase over
that delivered in 2004/05 and 2005/06. However, it has not resulted in substantially
more spent on wages. This is the result of the shortening length of work opportunities
offered. For example, the average length of an infrastructure opportunity was 51 days
in 2006/07. In addition, daily wages in the social sector programmes fell to about
R30 pet day by 2006/07.

The following questions need to be considered in scaling up EPWP:

" How big should the EPWP be? The “worst” scenario is not a terrible economic
outcome, and yet it would involve a very large budget allocation to EPWP that
could crowd out other important state investments and social delivery
programmes.

. Should EPWP shift its focus from short-term to longer term opportunities, in
recognition of the structural and long-term character of unemployment? This
could involve the provision of longer term work opportunities with a possible
minimum contract of 100 days, based on the recognition of the serious
structural character of unemployment in South Africa

" If the programme were operating at a very large scale, there could be a
challenge in providing jobs that do not draw people away from market-based
jobs but also do not pay ridiculously low wages. Public works programmes
would normally pay “below market wages”. However, market-based wages are
already extremely low, and the current rate of pay is quite similar to some
sector minimums. Alternatively, the view that some programme participants
should be drawn into a “career ladder” is particularly relevant for the social
sector programmes. This will pose a challenge in that the lowest pay scales in
the public service offer multiples of that offered in EPWP.

n Should the programme act as an active labour market policy to enable the
provision of accredited training and improved access to market-based jobs (or
“exit strategies”)? Or should it rather focus on offering very large numbers of
job opportunities simply for the purpose of making available work-based
income?
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The average days employed on a work opportunity in South Africa is much less than
that of countries experiencing deeper levels of poverty and having less capacity in
implementation. In India, for instance, the Employment Guarantee Act guarantees
100 days of employment in a financial year to every rural household whose adult
members volunteer to do unskilled manual work at the minimum wage rate prescribed
by the state. (EPWP, September 2006: 4). There is doubt among specialists in the field
that any shorter period can achieve the benefits to the individual, households and
communities that public works programmes are intended to achieve.

How can productive work in projects drawing in labour from local communities be
extended to at least 100 days or the full 230 work days regarded by EPWP as
constituting a working year? This has been achieved in the Zibambele road
maintenance programme in KwaZulu-Natal, but there is a need for further research to
answer criticism of labour intensity and robust debate in the sector. The environment
sector possibly has to work in a similar context. In the social sector there is an average
of 165 days of work achieved and the rationale of early childhood development and
home community-based care is that there is continuous service throughout the year,
which would imply more days being worked.

Longer work opportunities that are more frequently available would have more
impact on regularising incomes and addressing poverty.

3.2 EPWP and the low wages

Particularly where a large public works programme is planned, there is a view that
wages should be set at below market-related rates. The reasoning is that these jobs are
aimed at the most marginalised who have difficulty finding opportunities, or may even
be seen as “unemployable”. If the rate is the same as that offered in the market, the
opportunities may compete with market-based opportunities. This could cause the
informal sector to grow more slowly and bid up formal sector wages.

The EPWP has an open-ended approach towards the level of wages, and the
NEDLAC agreement allows for wages to be below those of minimum wage
determinations. The average wages paid on EPWP projects have essentially stayed
within a wage band of about R40 to R55 per day since its launch in 2004. By 2006/07,
the initial wide variations paid in the economic and environmental programmes
converged around R45 per day. Inexplicably, the social sector payment has fallen to
R30 per day as it has expanded. Participants in the infrastructure programme were
earning R60 per day by 2006/07, although it should be remembered that their
participation was for a much shorter period than the other programmes.

The rates paid in EPWP are quite similar to those paid in the market. High rates of
wage inequality, partly explained by South Africa’s apartheid history, have translated
into the persistence of extremely low pay for un- and semi-skilled work. In 2004, 65%
of the workforce earned less than R2,500 per month, and 39% earned less than
R1,000 per month. In the context of dependency ratios in low-income households,
these amounts work out to the equivalent of just over the Millennium Development
Goals MDG) targets of US$2/day and US$1/day (that is, that their dependents live
on these amounts or less).
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Table 4 shows that about 18% of the workforce earned less than R500 per month —
these are mostly in the informal sector. In this context, it is hard to imagine what a
“below-market” stipend might be.# R500 per month works out to about R25 per day.
This is surely lower than what is being planned for EPWP?

Table 4 — Wages earned in the private sector, 2004

Wages per month, 2004 Daily equivalent % of working people
R 500 or less UptoR 25 17.7 %
R 501 — R 1000 UptoR 50 18.2%
R 1001 — R 1500 UptoR 75 10.6 %
Total 46.5 %

Source: Stats SA: Labour Force Survey, September 2004

Table 4 presents information on low wages in the private sector, showing that some
36% workers earn a daily equivalent of between R25 and R50 a day. There is demand
for work at these levels which somewhat approximates to those paid by EPWP
sectors.

The problem that arises is whether an extremely large EPWP programme might draw
people away from market-based opportunities. On the other hand, in a context of
extremely high rates of long-term unemployment and limited opportunities, this may
not be as much of a concern.

3.3 Scale of programme and programme cost

The South African government has adopted a target of halving unemployment by
2014. Altman (2000) estimates that employment would need to grow by 40% to meet
that target, or by about five million net new jobs. Table 5 below presents a number of
scenarios from Altman (2007b). Three plausible scenarios are offered, focusing on
potential market-based growth if GDP were to rise by an average of 3%, 4.5% or 6%
per annum between 2004 and 2014. The public service is seen to expand in
proportion to GDP growth. EPWP represents the shortfall created between the
combination of market-based and public sector employment, as compared to the
unemployment target. That is, it is assumed that government steps in to ensure that
jobs are offered to sufficient numbers of people so as to reach its target of halving
unemployment.

Table 5 shows that in the best scenario, about 600,000 EPWP opportunities would be
needed, which is about 4.5 times what was generated in 2004 and about double that in
2006. By 2014, about R8-billion would be needed to cover the cost of social sector

41In the case studies undertaken of EPWP projects, however, some workers in an ECD project wete paid
a stipend of R100 a month and volunteers no stipend at all.
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EPWP in particular, as shown in Table 6. In the worst case scenario, about 2.8-million
EPWP opportunities are needed, which is almost 10 times that generated in 2006.
This scenario would require an allocation of about R57-billion to social sector EPWP

to ensure that unemployment were halved.

It should be noted that these scenarios focus on halving official (or strict)
unemployment. To halve broad unemployment, six million jobs would have to be
created between 2004 and 2014. In other words, one million more jobs would be
needed, over and above those described in these scenarios. This is a critical point,
since discouraged work-seekers can be seen as amongst the most marginalised in the

workforce.

Table 5 — Some employment scenarios

2004 2014
Worst scenario Middle scenario Best scenario
Market-based jobs 9,788,000 11,899,441 13,121,354 13,805,444
Public service 1,500,000 1,828,492 1,996,388 2,199,109
Infrastructure 110,000 370,000 370,000 220,000
Environmental 60,000
Social sector 2,000 2,487,115 1,098,485 359,503
Total 11,628,000 16,588,152
Source: Altman, 2007b
Table 6 — Cost of EPWP scenatrios
Sector 2004 2014
Worst scenario Middle scenario Best scenario
Infrastructure 110,000 370,000 370,000 220,000
Environmental 60,000
Social sector EPWP 2,000 2,487,115 1,098,485 359,503
Cost of expanding social sector
EPWP opportunities
Total cost of EPWP @ R0 pp pd x R 2.8 bn R 57.2 bn R 25.3 bn R 8.3 bn

230 days pa

Source: Scenarios sourced from Altman (2007h)

Assumptions:

- No new expenditure needed on construction EPWP.
- If properly implemented, existing plans for infrastructure spend should cover this cost.

- Social sector EPWP jobs are just a residual that ensures target of balving unemployment met.
- It is not a full-time equivalent.

- Cost of social sector opportunity is approximately evenly divided between EPWP wages and

programime costs.
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4 Conclusions

This paper reviewed the extent to which the EPWP is contributing to livelihoods. It
also reviewed what sort of pressure there might be on the Programme to meet the
objective of halving unemployment by 2014.

Currently, the programme is not far off its targets for creating work opportunities. In
2006/07, approximately 300,000 people wete engaged in an EPWP opportunity.
However, it has not resulted in substantially more spent on wages. This is the result of
the shortening length of work opportunities offered. For example, the average length
of an infrastructure opportunity was 51 days in 2006/07. Daily wages in the social
sector programmes fell to about R30 per day by 2006/07.

To what extent might EPWP contribute to halving unemployment by 20142 This
would require that unemployment falls from about 26% in 2004 to about 13% by
2014. Altman (2007b) shows that even in the best scenarios for economic growth of
6%, market-based employment and the anticipated growth in the public service might
only expand enough to achieve an unemployment rate of about 16% if there were no
EPWP. Therefore, at a minimum, almost 600,000 EPWP jobs would be needed. In
the worst scenatio prepared in her paper, with an economic growth rate averaging 3%,
Altman (2007b) finds that unemployment would rise to about 28% without EPWP.
The EPWP would be one of the only remaining ways of further reducing
unemployment to 13% in 2014. At a maximum, about 2.8-million EPWP jobs would
be required.

The following questions need to be considered in scaling up EPWP:

" How big should the EPWP be? The “worst” scenario is not a terrible economic
outcome and yet it would involve a very large budget allocation to EPWP that
could crowd out other important state investments and social delivery
programmes.

= Should EPWP shift its focus from short-term to longer term opportunities in
recognition of the structural and long-term character of unemployment? This
could involve the provision of longer term work opportunities with a possible
minimum contract of 100 days, based on the recognition of the serious
structural character of unemployment in South Africa

" If the programme were operating at a very large scale, there could be a
challenge in providing jobs that do not draw people away from market-based
jobs but also do not pay ridiculously low wages. Public works programmes
would normally pay “below market wages”. However, market-based wages are
already extremely low, and the current rate of pay is quite similar to some
sector minimums. Alternatively, the view that some programme participants
should be drawn into a “career ladder” is particularly relevant for the social
sector programmes. This will pose a challenge in that the lowest pay scales in
the public service offer multiples of that offered in EPWP.

20



The role of Expanded Public Works Programmes in halving unemployment

Should the programme act as an active labour market policy to enable the
provision of accredited training and improved access to market-based jobs (or
“exit strategies”)? Or should it rather focus on offering very large numbers of

job opportunities, simply for the purpose of making available work-based
income?
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