





reason unemployment, poverty and various socio-economic factors prevalent
within the Vaal cannot be studied in isolation as any action that undertaken in

the one municipality will undoubtedly have an effect on those living in the « er

two.

The Vaal economy is characterised by areas of economic activity closely
surrounded by medium to high income areas with adequate business centres.
Low income areas are located on the urban boundaries of the Vaal v h little
no economic development present at all. These rural areas are almost t ally
dependent on the economic activities taking place in the high to medium income
areas (Slabbert & Slabbert, 2002b:3).

4.3 DEMOGRPAHIC PROFILE OF THE VAAL

Any change in the economy of a region will have a great effect on its inhabital ;
in terms of employment, expenditure patterns, income and poverty levels, €
(Slabbert & Slabbert, 2002b:3). In order for development programmes >»w K
iciently within a particular region, it is of great importance to determine 1e
largest concentration of the population, as well as population specific data su

as racial, gender and age distribution.
4.3.1 Population distribution within the Vaal region

According to Statistics South Africa (Stats SA, 2001) the estimated populi on
of the Vaal was 839 039 (based on Census data).

Table 4.1: Population of the Vaal (2001)

658 420

115977

64 642

839 039

Source: Calculations based on Census 2001 data (Stats SA, 2001)
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people of the total population. Figure 4.2 shows the total racial composition of
the Vaal for the year 2001.

Figure 4.2: Racial composition of the Vaal region (2001)
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Soloured
ndian/ Asian

Nhite
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Source: Calculations based on Census 2001 data (Stats SA, 2001)

Table 4.2 illustrates the total percentage of each racial group per municip:

area. Emfuleni and Metsimaholo have the highest African population in the
Vaal area at 84.0% and 81.1% respectively. Midvaal has the largest White
population at 39.1% of the total population of the region. The racial group with
the lowest representation in the study area is the South Asian population, of

which only 0.2% resides in Metsimaholo.
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2003 was 0.516, which implies that 51.6% of all households earned an income

that was below the respective poverty lines of the region.

Of the poor, employed population, 12.4% was either formally or informally
employed. In 2003 there was 31.8% of the poor population at was
unemployed and 55.8% formed part of the dependent population, compared to
54.2% for the poor and non-poor individuals combined (Slabbert, 2005:15).

Sen (1999:92) states that should the definition of dependency be taken as =
r ) of dependent people to those that are employed, the problem ecomes
acute. This ratio is calculated at 7:1 for the poor, while for the poor and non-
poor combined it is 2:1. This means that within the poor population in Emfuleni,
two persons would be dependent on the income of one person. Sl I t
(2005:15) states that if the unemployment rate (71.8%) of the poor population is
taken into account a strong correlation between poverty and unem; >yment in

the Vaal begins to emerge.

Table 4.3 analyses the economic status of the poor population from a gender
perspective. Within the poor pop! ition, more males are employed in the
formal sector than females. There are more females employed in the informal
sector than males. More females fall into the economically non-active and chil

category than males, which is the same for the non-poor. Females are thus

clearly more affected by poverty than males (Slabbert, 2004:26).

Table 4.3: Economic status and gender of the poor population (2004)

66
50 50
53 47

Source: Slabbert (2004:26)
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4.4 THE VAAL LABOUR FORCE
4.4.1 Employment and unemployment: a theoretical overview
441.1 Unemployment and unemployment

Mohr (2000:79) describes the total number of people that are willing and able to
work as the labour force or the economically active population (EAP). The \P
consists of workers in the formal sector plus self-employed persons and
employers plus informal sector workers plus unemployed persons. ~ us,

EAP includes all who are in work or ur nploy I. The percentage : the
population that is of working age and who are economically active is known as

the labour force participation rate.

According to Barker (1992:83) unemployment is a multi-dimensional concept
and is defined as a situation where members of the labour force are witho

work and are currently seeking work or are available for work. Stats SA
(2003:47) distinguishes between two definitions of unemployment, namely the
official or strict definition of unemployment and the expanded definition of
unemployment. The strict definition, which was formulated by the ILO, is used
most often in international compi sons of unemployment in develt ed
countries. According to the strict definition unemployed persons are those who

are 15 years and older and:

¢ Are not in paid employment or self-employment;

e Were available for paid employment or self-employment during the seven
days preceding the interview; and

o Took specific steps during the four weeks preceding the interview to fin

paid employment or self-employment.

Mohr (2000:88) and Barker (1992:83) state that the expanded definition is more
suitable for developing countries as the various criteria for seeking employment
is not always realistic in a developing country. According to the expanded
definition the unemployed are persons who are 15 years and older and:

e Are notin paid employment or self-employment;
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e Were available for paid employment or self-employment during the seven
days preceding the interview; and

e Had the desire to work and take up employment or self-employment.

South Africa initially used the strict definition but later switched to the expanded
definition due to criticism of the conservative unemployment figures that were
produced. The expanded definition, however, caused the same lev s of
criticism only with the higher estimates now being the focus of ridi .
According to Colander and Gamber (2000:35) the unemployment rate is
obtained by expressing the number of people who are unemployed as a

percentage of the EAP.
44.1.2 Methods for the measurement of unemployment
441.21 The census method

The economic status of the population is determined by several questions
esigned for that purpose in the population census. The census method is n
an entirely reliable one however, as its focus is the collection of population-
specific statistics and not employment or unemployment. Slabbert and Slab rt
(2002a:21) reiterate this by stating that only a limited number of questions

pertaining to unemployment is included in the census (Mohr, 2000:89).
44122 The registration method

According to Slabbert and Slabbert (2002b:21) the registration method provides
for the unemployed to register at placement offices, which are part of the
Department of Labour (DoL). Registration is compuisory to qualify f

unemployment benefits. In South Africa there are certain categories exclude

from the fund, i.e., civil servants, domestic workers, farm workers, casual and
seasonal workers, those earning more than the ceiling income and those whose
period of benefit (6 months) have run out. Many persons, therefore, have no

reason to register.
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44123 The sample survey method

Surveys are undertaken on a sample basis to obtain the data req ‘ed to
calculate unemployment rates for specific groups of people. In earlier years e
Central Statistical Services (CSS) conducted surveys on a monthly basis for
Africans, Coloureds and Asians. It was called the Current Population Survey
(CPS). However, since the figures obtained for Africans were found to be
inaccurate, their results have not been published since April 1990 ( r,
2000:90). In 1994, the CPS was terminated and the October Household Survey
(OHS) was introduced. Stats SA has conducted the OHS since 1996. :is an
annual survey, based on a probability sample of a large number of households.
It covers a range of development and poverty indicators, in iding
unemployment (official and expanded), according to the definitions of the O.
In 2000, the OHS was replaced by the Labour Force Survey (LFS).

442 Labour profile of the Vaal

According to Slabbert (2005:11), the EAP of the Vaal for 2001 was 47.6% of e
total population of the area. The unemployment rate in the Vaal was
determined at 53.6% and there were, on average, 1.12 unemployed persons
per household. These figures pertained to both the poor and non-poor areas
within the region. Townships had a much higher incidence of unemploymei

(61.0%) and the number of unemployed persons per household was 1.35
(Slabbert, 2004:12). Of the 46.4% of the labour force that was employed, 9.f

was employed in the informal sector while 36.9% was employed in the forr |
sector. Figure 4.7 illustrates the distribution of the employed and unemployed

over the Vaal population.
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Table 4.4: Sectoral employment in the Vaal (2001)

2904
1230 0.8
34 122 22.2
2 367 1.5
7812 5.1
25717 16.7
7277 4.7
13 228 8.6
29105 18.9
2176 1.4
17 124 11.1
10 580 6.9
153 657 100.0

Source: Calculations based on Census 2001 data (Stats SA, 2001)
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4.51.2.2 Construction and Electricity/Gas/Water

As indicated in Table 4.5, the GGP contribution of construc >»n activities
declined from 3.6% in 1996 to 3.0% in 2003 despite a 2.5% growth in the
industry.  Electricity/gas/water services contributed 4.1% in 2003 wi an

average growth rate of 3.0%.
4.51.3 Tertiary sector

Tertiary activities consist of trade; transport; financing; services; and tourism
and entertainment. This sector contributed 52.5% to the GGP of the Va:
2003. A relative growth rate of 8.6% and 4.4% was recorded by the transport
and financing sectors respectively. These sectors experienced the highest
percentage growth rate of all economic activities in the Vaal during the period.
The average annual nominal growth for the whole Vaal economy was 3.2
during 2003. For tourism & entertainment, only the 2003 figure was estimated

as this sector contributes a relatively small amount to the GGP of the Vaal.
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The degree of linkages has a direct impact on multiplier effects and provides an
indication of agglomeration advantages that clearly indicate potential cons aii 3
to growth.

Downstream firms experience cost gains by obtaining intermediate goods at a
lower cost due to the shortened production chain, increased cor etition
between suppliers and a larger variety of possible inputs to the production
process. Upstream firms make use of these backward and forward linkages >
produce goods and services that create an even larger network of forward and
backward linkages between customers and suppliers (Krugman, 1998:13).
Tervo (1999:755) states that both forward and backward linkages make it more
attractive for firms to set up in the location or to re-locate to that region. lonfort
and Nicolini (2000:289) state that the concentration of economic activity may

create beneficial externalities.

According to Mohr and Fourie (2008: )) and Slabbert and Sl b

(2002a:80), multiplier analysis assesses the effect of exogenous varial 2s on
an economy, particularly with regard to investments. An increase in e final
demand for goods and services leads to an increase in production, followed by
an immediate increase in turnover, household income and employment
opportunities. The higher the multiplier, the greater the impact on the economy

will be. The effect of such changes is measured in terms of:

¢ Output gain or relative GGP contribution to the;
e Increased income earned by households due to increased final output; and

 The number of expected employment opportunities created.

Output multipliers are expressed in terms of the total change in the study a1 s
economic output as a result of an increase in output of a specific sector' ile

s in multipliers are expressed in terms of the total change in
household income as a result of a change in a sector's labour expenditure.
Employment multipliers are expressed in terms of the total number of
employment opportunities that would result from demand changes in a specific
sector (Slabbert, 2005:77).
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4.5.2.1 Primary sector
45211 Agriculture

The relative contribution of this sector to the GGP of Gauteng declined from
1.7% to 1.5% during 2003 (Slabbert & Slabbert, 2002a:82; Slabbert, 2005:78).
The backward linkages of the agricultural sector show weak local market
connections which means the sector depends on only 9.6% of locally sourced
inputs. Agricultural sector dependence on local inputs would increase > 1€

ld labour be included. A total of 73.8% of the agricultural sectors inputs are

imported from other provinces within South Africa or from the rest of the world.

With regard to the forward linkages, 60.2% of the agricultural output is st {1 »
local economic sectors. Local manufacturing enterprises take up 97.9% of
intermediate agricultural output. Besides purchases made by the manufacturing
enterprises, agricultural production is used largely for domestic private
consumption, which accounts for 52.17% of final demand, and exportation to

international markets, which accounts for 44.6% of final demand (Slabbe¢
2005:78).

Initiatives to expand the agricultural sector would not be effective in boosting
income and employment opportunities within the Vaal region. An increase of
R1 000 000 in the agricultural sector’s final demand would increase (Slabbert &
Slabbert, 2002a:83):

e Income earned by households by R111 000;
e The contribution to the GGP by R240 000;
e Imports by R861 000; and

e Job opportunii ; by an additional 8 positions throughout the Vaal econon
4.5.21.2 Mining and quarrying

The mining sector’s relative GGP contribution to that of the Vaal economy
declined from 0.5% in 1996 to 0.2% in 2003 (Slabbert, 2005:79). The backward
linkages of the mining sector are weak with 22.3% of all inputs provided by the
local economy. According to Slabbert and Slabbert (2002a:84), mining

A logistical hub as a local economic development initiative for the Vaal region 111



activities developed strong forward linkages with manufacturing activities in the
Vaal. Most of the output is taken up by local economic sectors. The most
important buyer of mining products remains the manufacturing sector with
95.2% of the total output. An increase in the final demand of the mining sector

of R1 000 000 per annum would have the following effects:

e An increase in household income of approximately R108 000 throughout the
economy;

e The creation of 5 potential nployment opportunities within ir
sector itself;

e Increased GGP contribution amounting to R268 000; and

e An outflow of capital through imports amounting to R831 000 (Sl bert,
2005:80).

A major constraint within the mining industry is the high cost of capital ith

regard to the development of new mines and mining products. Very few

organisations can raise the necessary capital. As a result, there should be ttle

to no expectations for possible growth benefits being derived from this se »r
bert & Slabbert, 2002a:85).

4522 Secondary sector

The secondary sector of the economy consists of three sub-sectors, namely,

manufacturing, electricity/gas/water and construction.
45221 Manufacturing

Given the historical sectoral development of the area, manufacturing is the
economic activity that is responsible for the most employment oppo 1 ies
within the Vaal region. Based on Census 2001 data, the formal er loyme

profile of manufacturing in 2001 was 34 122 or 22.2% of all available
employment opportunities in the Vaal (Stats SA, 2001). In this sector, the asic
metals and metal products manufacturing activities are responsible for almost
66.4% of all the manufacturing employment opportunities (Slabbert, 2005:50).
A loss of employment opportunities in the manufacturing sector will also lead to

the I nent opportunities in other secic of ,
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e Output will increase by R396 000 per annum;

e Household income would increase by R229 000 per annum on average;

e Imports would also increase by R813 000; and

e 5.1 employment opportunities would be created in all sectors of the Va:

economy.
4.5.2.2.2 Electricity/gas/water

The confribution of electricity/gas/water activities to the GGP of the Va

d reased from 4.6% in 1996 to 4.1% in 2003. As illustrated in Table 4.5, e
annual growth of this sector was recorded at 3.0% from 1996 to 2003. A
decrease in the consumption of water and electricity in the Vaal will not only
lead to a decrease in employment opportunities to provide and maintain these
services, but will also lead to a decrease in employment opportunities in all
sectors of the economy. This is because of the other sector's linkages to

electricity and water provision (Slabbert, 2005:83).

According to Slabbert (2005:82) backward linkages are weak with only 36.7%
inputs (labour included) purchased from within the Vaal. Contrary to backward
linkages, forward linkages show that 75.7% of output is consumed within the regi |

with 45.3% of output being used by the manufacturing sector.

An increase in the total consumption of water and electricity of R1 000 000 per
annum can have the following effects (Slabbert & Slabbert, 2002a:88):

e Anincrease of R785 000 in the GGP;

e An estimated 6.2 employment opportunities would t  created; and

e Household income earned throughout the economy would increase 1y
R404 000.

45.2.2.3 Construction

The construction sector is responsible for 5.1% of the total employment
opportunities in the Vaal area. The relative GGP contribution of construction
activities to the Vaal area decreased from 3.6% in 1996 to 3.0% in 2003. The
sector’s contribution to the GGP grew with 2.5% per annum (Slabbert, 2005:83).
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The construction sector’s potential growth and role in the economy is dependent
on the performance of other economic activities and outcomes, such as
(Slabbert & Slabbert, 2002a:89):

e Overall economic growth and stability;

e Demand for capital investment in property and urban development, in: 1ding
transportation infrastructure; ‘

¢ Household investment in housing; and

e The availability of capital at affordable interest rates.

This sector has strong backward linkages as 49.2% « its total inputs (labour
included) come from the local economy. The forward linkages are much
weaker with only 11.3% of the total output being consumed by other local
economic sectors. Of the 88.7% of output that constitutes the final demand for
construction activities, 76.6% goes to fixed investment whereas 23.4% is
contracted outside the study area (Slabbert & Slabbert, 2002a:90).

According to Slabbert (2005:84), construction activities have strong household
income and employment multiplier-effects. An increase in final demand of
about R1 000000 can generate an additional household income of about
R270 000; an increase in GGP of construction activities of about R434 000 an

can generate about 7.2 jobs throughout the Vaal economy. The constructiocn
sector has limited potential to form the basis for sustained growth in the Vaal as
it is dependent on productive investment which is influenced by factors

exogenous to the building industry.
4.5.2.3 Tertiary sector
45231 Trade

The trade sector’s relative contribution towards the aggregate GGP decreased
from 12.1% in 1996 to 11.1% in 2003 as seen in Table 4.5. The sector’s
contribution to the GGP of the Vaal grew with 2.6% per annum. According to
Slabbert (2005:48) the sector is responsible for 25717 employment
opportunities or 16.7% of total employment in the Vaal in 2003. According to
VA/ ™ AET ( )) the wctor | s are velyv | e
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structure and finds itself in the midst of growing local consumer markets, but it is
constrained by the comparatively low affordability levels of communities that are

further enhanced by high unemployment.

This sector has developed strong linkages, both forward and backward, wi |
other sectors in the Vaal economy. This implies that the sector is dependent on
the local economy for 83.2% of its inputs (labour included) and provides 88.7
of its output to other sectors of the economy (households included) (Slal ert,
2005:85). An increase in the output of trade activities will increase the inpi
requirements of the sectors with which they are 'backwardly' linked. These

sectors are for example (Slabbert, 2005:85):

e Manufacturing (20.3%);

¢ Financing and business services (7.0%);
e Households (31.5%); and

e Other trade activities (8.0%).

Slabbert and Slabbert (2002a:92) state that an injection of R1 000 000 in the

final demand of trade business would cause the following effects:

e Anincrease of R867 000 in the sector's GGP;

e Household income increasing by R551 000;

e An additional 14.3 employment opportunities; and

e About R637 000 flowing outside the Vaal for imports of food, clothing,

furniture, motor vehicles and tools.
45.2.3.2 Transport

The transport sector's GGP contribution increased from 7.6% in 1996 to 9.C  in
7103, with a growth in GGP contribution of 8.6% per annum. It was responsil 3
for 7 277 employment opportunities (4.7%) in the Vai economy during 2003
(Slabbert, 2005:86). The transport sector has relatively weak backward
linkages (15.4%). These linkages are mainly with households for labour
(12.5%) and manufacturing (1.5%). Forward linkages are also weak with only
10.5% of the total output taken up by households (private transport) and 49.3%

isex
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An injection of R1 000 000 in the final demand for transport services would
cause the following effects (Slabbert, 2005:87):

e A householder income multiplier effect of R167 000;
e A GGP multiplier effect of R293 000; and
e An additional 2.8 job opportunities.

4.5.2.3.3 Financing

The financing sector consists of financial intermediation, insurance, real estate
and business services such as computer and related activities, l

accounting, auditing activities, architectural, advertising, engineering and
related technical activities. The financing sectors’ employment capacity in 2003
was 13 228 jobs and its relative GGP contribution increased from © 7% in
1996 to 15.4% in 2003 (Slabbert, 2005:87). This sector grew over the ast
decade at an annual growth rate of 4.4%. Most of these services are >cated

within the central business areas of the EMA, MLM and MMA (Slabbert,
2005:87).

This sector has comparatively strong inter-industrial forward linkages w

especially the manufacturing sector (45.7% of total intermediate output), trade
sector (19.3%) and services sector (16.3%) in the Vaal, while 52.8% of its total
output is exported. Its backward linkages (16.9% of its total input comes from
the local economy — labour included) are comparatively small which implies that
the provision of inputs in this sector is only to a limited extent dependent on the
other sectors. Slabbert and Slabbert (2002a:94) state that the employment and
household income multipliers are very low compared with sectors such as

manufacturing, trade and services.
4.! 4 Servi

This sector includes public and personal services, which in turn include regional
and local authorities, education and health services (VAALMET, 1994:54). A
decrease in the contribution of the services sector towards the aggregate GGP
of the Vaal from about 17.7% in 1996 to 14.8% in 2003 was experienced. An
annual owthri of 0.5% w: achieved (S »>bert, 2005:88).
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This sector has strong linkages with almost all other sectors of the Vaal
economy, of which manufacturing is the most prominent. About 67.9% of inputs
required by this sector (labour included) are provided by loc economic
activities, whilst more than 91% of this sector's output is taken up by the local
economy of the Vaal. An increase in final demand of this sector of R1 000 O

can generate the following effects:

e An additional household income of R428 000;
¢ Anincrease in the sector's GGP of about R866 000 per annum; and
e The creation of 20 additional employment opportunities throu out the

economy.
45235 Tourism and entertainment

The growth potential of the tourism and entertainment sector in the Vaal is due
to the extensive tourism destinations that can be found in the region, such as
the Vaal Dam, the Vaal Meander, the Emerald Resort and Casino, etc. It is
estimated that the tourism and entertainment sector employed 2 176 pe e
and contributed 2.2% to the GGP of the Vaal (Slabbert, 2005:88).

Labour expenses comprise almost 40% of tourism and entertainment inputs,
indicating that a growth in this sector will have a considerable effect on
employment in the Vaal. This sector also has strong backward linkages with
the manufacturing (37.3% of its total intermediate inputs) and services sector

(29.3%). Local households receive 46.7% of the total outputs of this sector.

~ The sector shows strong multiplier effects. An increase in the final demand of
R1 000 000 will cause the following effects:

e An increase of R640 000 in household income;
¢ The sector's GGP contribution would increase by R942 000;

e The creation of 14 new job opportunities throughout the economy.
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African and 16.5% is White with Asian (0.8%) and Coloured (1.0%) groups
making up the remainder of the population. 1 ere is a relatively even gender
spread between all three municipalities with the bias leaning toward the me
population. Of the three municipalities, Midva has the highest percentage of
males (51.2%), while Emfuleni and Metsimaha hold the highest concentration
of females (49.0%).

A large percentage of the Vaal population is s ead over the job-seeking ages
(older than 19 years). With 11.0% of the population within this age groi ., there
is considerable strain on the local job market. At 53.5% unemployment, is
clear that the Vaal cannot accommodate all school-leavers. Of the Vaal
population, 16.4% only have a Grade 12 cert :ate, while less than 5% have
some form of tertiary education while 9.49% have no form of formal edur jon
at all. This significantly impacts the availability of skilled labour in the Vaal

region.

Of the Vaal population, 8.93% earn between R401 and R800 per month. Less
than 2% of the population earn amounts higher than R12 000 per month. This
significantly impacts the level of poverty within 1e region. With the headcount
of the Vaal region at 0.516 for 2003, 51.6% of all households within the al
earn an income which is below the respective poverty lines of the region. A
higher percentage of females are unemployed (50%) or informally employed
(66%) than males within the Vaal.

The sectoral composition of the Vaal region as determined the p: ern of
employment within the area. Due to the he¢ vy reliance on the steel and
petrochemical industries, there is little call for skills outside the re: m of the
manufacturing sector, which constitutes 22.2% of all employment within the
region. Despite this specialisation, there is still a 54% unemployment 2
within the Vaal that cannot be compensated by the 16.7% and 18.9%

employment in the trade and services sector respectively.

The Vaal is heavily reliant on the secondary economic sector, particularly the
production of metal and metal products, which contributes 78.0% to the overz

GGP contribution of manufacturing services. The tertiary sector contributed
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forward linkages at 11.3%, however, an increase of R434 000 in GGP can be
attributed to construction services as a rest of a R1 000 000 increase

demand.

The tertiary sector experiences some of largest changes to income, output and
employment as a result of a R1 000 000 increase in demand. Trade has the
highest forward and backward linkages at 83.2% and 88.7% respectively.
Trade, services and tourism could create more an 14 new job opportunities as
a result and each would be able to contribute o0 r R865 000 to the Vaal GGP.

There is a definite need to take advantage of the excess capacity illustrated by
the multiplier analysis of the various sectors in the Vaal. Dominant economic
activities in the region should be the focus of developmental initiatives in order
to overcome the high poverty and unemployme rates found within the ality.
Secondary and tertiary activities, particularly manufacturing, trade and tourism
require the greatest focus. The VLH would be able to combine both the
services and manufacturing sectors into one specific industrial cluster, ther 1y

ensuring the multiplier gains of both industries are experienced in the Vaal.
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