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Abstract:

Significantly high youth unemployment rates have become a prominent economic and social feature
around the globe. The situation from a South African perspective has reached critical stages with an
ominously high and increasing number of unemployed youth contributing to excessive poverty and
inequality levels. Whilst concerns surrounding their inability to access decent employment
opportunities have become prominent, the longevity of the cohort’s failure to secure work has
undoubtedly become the leading trepidation for the country’s economic development objectives.
Academic discourse surrounding the issue has continuously emphasised the potential scarring
effects for young people, reiterating the loss of valuable future human capital levels as well as the
risk of social exclusion. Despite these concerns, evidence, especially from developing regions, as to
what drives long-term unemployment among the cohort still remain novel, necessitating analyses on
both the demographic and work-related factors contributing to the situation. As such, the primary
objective of the study was to identify the main microeconomic drivers of long-term youth
unemployment in South Africa. A quantitative approach and cross-sectional research design were
employed by using secondary data obtained from Statistics South Africa’s 2019 Quarterly Labour
Force Survey. The sample comprised a total of 4544 unemployed job seekers. The statistical analysis
included the use of descriptive statistics, cross-tabulations and the use of a binary logistic
regression. The study’s findings revealed the long-term nature surrounding cohort’s unemployment
to be affected by an array of factors. Amongst the more prominent of these included a lack of
experience, skill mismatches and an underlining preference amongst the cohort for highly job secure
work opportunities. In addition to this, various inter-regional disparities, high job search costs and low
social capital levels all seemed to increase the likelihood of being unemployed for longer than 12
months. Henceforth, addressing this situation necessitates a multi-pronged approach. This requires
the creation of a sustainable and inclusive economic growth path that stimulates the demand for a
variety of skills in various sectors. Moreover, government at all levels should exude a strong political
will to enhance the current education system and create an enabling environment in which much
needed public-private sector partnership formation can take place. The latter should specifically seek
to provide quality work-integrated learning programmes that promote the development of both soft
and technical skills, smoothing the successful transition of the cohort to the labour market.
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Introduction

Over the course of the last two decades, the South African political and economic landscape has
experienced significant changes (Sidiropoulos, 2019). The transition from a highly protectionist
regime characterized by the exclusion of many towards a free democracy has seen the access to
pivotal opportunities for a vast majority of the population (Masipa, 2018). Despite this progress,
over the last ten years, the country has struggled to recover from global instability brought about
through primarily the financial crisis of 2007. Since then, the prevailing socio-economic climate
has been earmarked by some of the direst circumstances (OECD, 2017). Growth performances
have been largely subdued and non-inclusive on the back of declining global demand for
commodities. Whilst this has inferred lower per capita gross domestic levels, standards of living
have been significantly low (World Bank, 2018). Most recent estimates suggest that more than
half of the population find themselves in an impoverished state (StatsSA, 2017). In addition to
this, income inequality levels within the country across different measures have been regarded as
amongst the highest in the world (Bond & Malikane, 2019). This has all unequivocally meant that
for many South Africans the idea of a more inclusive and better life has not been realized.

Based on the aforementioned, the much needed economic development levels needed to rectify
the imbalances of the past has been largely absent with the comprehension of the current
situation proving largely intricate (Meiring et al., 2018). Whilst numerous factors have contributed
to the current subdued environment, no more so has the lacklustre performance of the labour
market been evident (Bhorat et al., 2016). In fact, since 1997 labour absorption has been
significantly low whilst unemployment (based on official definitions) figures have doubled from 14
percent to more than 28 percent in more recent times (StatsSA, 2019). Although largely attributed
to the lack of decent and sustainable economic progress, these challenges have mirrored a labor
market that has both adequately struggled to overcome the shortcomings of the past whilst
similarly failing to adapt to continuously changing structural market processes moving into the
future. This has all brought with it important implications for society as the population and
subsequently the labor force continues to grow. For many work seekers though, especially those
who are entering the labor market for the first time, are left with feelings of despair and
hopelessness of ultimately securing decent employment (CDE, 2017).

The latter has become a central theme amongst the youth cohort in the country. Youth
unemployment in this regard has depicted itself as the most pressing socio-economic concern for
policymakers in the modern democratic era (De Lannoy et al., 2018). With broad unemployment
rates amongst those aged between 15 and 24 years exceeding the 60 percent threshold whilst
more than two-thirds of these individuals who have been in this state for longer than 12 months,
the situation has been earmarked as a ticking time bomb (Meyer, 2017). The latter has especially
raised concern as it not only represents serious structural challenges but poses a major threat
both socially and economically for the country. Graham and Mlatsheni (2015) explain in this
regard that long-term unemployment among the cohort infers the loss of future possible resources
but likewise deprives a central group of becoming financial independent whilst also prevents their
coherent social integration, all of which are notable requirements towards a much needed
inclusive and empowering economic growth path. Based on these imperatives, the study seeks to
identify the drivers of long-term youth unemployment within a developing context. In doing so, it
seeks to broaden the understanding surrounding the intricate nature of youth unemployment
whilst additionally providing insight which could potentially enhance policy formation directed
specifically towards improving the socio-economic climate for the cohort.
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Literature review

As a theoretical concept, the conceptualization of not being able to find employment has endured
over time with various academics and scholars providing significant insight (Stocker et al., 2015).
These theoretical understandings have ascribed the occurrence of being unemployed from
various ideological thoughts. For example, from aggregate perspectives and earliest of views
theorists have posited that the inability of labor markets to clear could be largely described to the
cyclical nature of economic activity (Pigou, 1933). From these perspectives, the difficulty of those
seeking work was considered voluntary and temporary and largely hinged on the rigidity and
flexibility of the wage-setting process (Marshall, 1920). Notwithstanding the importance of these
views but as time has progressed critics have come to reject the notion that wages and
inadvertently labor markets are self-regulating (Gul et al., 2014). In advancing the understanding,
many, even still today believe that unemployment is rather the result of a lack of the necessary
demand in the macroeconomic environment and that both monetary and fiscal policy attribute
significant roles towards rectifying any economic imbalances that restrict the job creation process
(Keynes, 1936; Alonso-Rodriguez & Sorolla, 2015).

Whilst the aforementioned perspectives have largely viewed unemployment based on more
aggregate interpretations and the failure of market forces to shortcomings, the fact that labor
markets are different and that each individual seeking work has its own unique features suggest
that there are idiosyncratic characteristics that influence labor market success (Tvrdon, 2016). It
is in this regard that explaining unemployment as a market failure goes beyond the interpretations
of more macroeconomic theories (Hall, 1999). Rather based on the fact that experiences in the
difficulty towards securing a decent employment opportunity differ across countries and regions
have centralized the understanding of unemployment from more microeconomic schools of
thought (de Jongh, 2017). Downes and Bernie (1999) explain that unemployment in this sense
must be seen as a macroeconomic phenome which attributes microeconomic foundations. Based
on the acknowledgement much like macroeconomic theorists, various microeconomic expositions
have been formulated which have included human capital theory (Schultz, 1964; Mincer, 1974)
that have attempted to explain labor market outcomes based on the difference in work-seekers
accumulation of education and knowledge. In addition to this, job search theory (McCall, 1970;
Mortensen, 1986) ascribes the occurrence of unemployment due to the imperfect and
decentralized nature of labor markets and the struggles of work seekers to obtain the necessary
information (Franklin, 2016).

In line with these theoretical expositions, global trends in labor market activities have revolved
around both the macro and microeconomic conditions. Amongst the more telling of these has
seen global growth show notable declines over recent years, especially in regions where it is
needed most (UN, 2019). Labor markets in this regard have failed to create the needed capacity
required to facilitate the formation of new employment opportunities for the additional labor
market entrants (ILO, 2018). This has consequently seen an increase in the number of people
employed in vulnerable and insecure employment positions (ILO, 2019a). In addition to these
trends, unemployment from more developing regions have likewise been shown to be intertwined
with work-seekers who lack the necessary soft and hard skills required by employers whilst large
employment disparities exists between urban and rural locations. Furthermore, key role players
and policymakers have strongly acknowledged the rapidly changing nature of labor markets
moving into the fourth industrial revolution, noting the rapidly changing demand of skill sets from
employers and a digital divide that is exposing many middle-skilled positions (OECD, 2019).
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Whilst the South African case attributes various similarities to the global perspective, the country’s
unique and controversial past has brought with it its own challenges (Oosthuisen et al., 2016).
Even from a regional point of view, labor market characteristics have significantly differed
compared to other African countries (Yu, 2017). Most notable from this point of view has been
significantly high unemployment rates and an underdeveloped informal sector. In addition to this,
absorption into the labor market has been sluggish (DPRU, 2017). This has all been exacerbated
by an economy that has failed to facilitate the needed inclusive growth, especially over the last
decade and adverse market policies that have instilled a rigid labor market system (De Lannoy et
al., 2018). Whilst all of these factors have contributed to the pervasive nature of unemployment in
the country, the shift in the demand towards higher skill levels with the movement into the fourth
industrial has likewise inferred a range of implications for low skilled job seekers.

In light of the aforementioned young and new labor market entrants have found it extremely
difficult to undertake successful transitions from school to work (de Jongh, 2018). In fact, the
country attributes amongst the highest youth unemployment rates globally. Most recent estimates
posit that the unemployment rate amongst those between the ages of 15 and 24 years within the
South African economy stands at approximately 53.4 percent (ILO, 2019b) much higher than
those shown in both developed and developing categories. This includes countries such as Spain
(34.3%), Greece (39.9%), Nigeria (18.3%) and India (10.1%). Notwithstanding the importance
that these estimates provide, but more concerning indicators such as the burgeoning number of
young people that are neither in employment, nor in any form of education and training (NEET)
(20.9%) as well as those that have been unemployed for longer than 12 months (67.5% of total
unemployed) point to a severe crisis (StatsSA, 2019). The latter, especially amongst
inexperienced and young labor market entrants, impose severe consequence not only on an
individual level but more so for the future of both national and regional economic structures
(Shankar et al., 2016). Shi et al. (2018) explain that being unemployed for young work seekers in
this regard especially over enduring periods induces a lowering of human capital levels through
the erosion of skillsets also known as “scarring effects”. More importantly though is that for
economies where these occurrences are high it infers a potential labor force with lower
experience levels and less productivity, all requirements that are much needed for future
economic progress (Abebe et al., 2019).

Based on this background, understanding not only the nature of unemployment but the causes
and drivers that contribute to the erosion of their future employment potential has become
imperative. Despite the recognition of the issue at hand, comprehension from both a theoretical
and empirical perspective, especially within the developing context has been significantly limited
(Roberts, 2016). Evidence from several studies, however, have noted that the problem does not
present itself as one-dimensional but rather must be seen as a multifaceted phenomenon (de
Jongh, 2017; Mncayi, 2016, De Lannoy et al., 2018). Amongst the most telling factors that have
been cited include the cohort’s high sensitivity to business cycle fluctuations (Matsumoto et al.,
2012). Pastore (2018) reiterates that when economies fail to grow sustainably, the “first out, last
in” experience becomes particularly evident due to low levels of experience. In addition to this,
Bertrand and Crépon (2014) have cited long durations of unemployment among young people
based on the lack of labor market knowledge and with this poor social networks. This is further
compounded by the use of misdirected job search methods when these individuals lack certainty
of which jobs are available.
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Again, for many young South Africans seeking employment, it seems these factors are all
prevalent. However, based on the context-specific nature of the economy and its various phases
of development, the labor market dynamics for the youth have shown several idiosyncratic
features. Amongst these Orr and Van Meelis (2014) signal that even after 20 years of democracy
many young work-seekers chances of finding employment are highly dependent on bot racial and
gender backgrounds. This primarily emanates from historically low education levels and the lack
of intergenerational transfers, especially for Black / African job seekers. In addition to these
difficulties, geographical location has also been suggested to play a significant role in prolonging
joblessness amongst especially young work seekers (De Lannoy, 2018). Von Fintel (2018)
attributes this to the large spatial inequalities the country exhibits in terms of its centralized
economic activity. For many young South Africans that are still largely dependent on families, the
inability to find employment can be ascribed to being situated far from possible employment. In
searching for work these individuals’ struggle is compounded by overcoming high job search
costs whilst likewise being subjected to prolonged job matching processes (Roberts, 2016).

Whilst scholars have shown agreement amongst these factors, the impact that social welfare has
had on employment outcomes, especially over the long-term, has contrastingly raised contentious
debates. Some believe that the presence of these grants has imposed voluntary decisions on
abstaining from searching processes consequently reducing labor supply (Klasen & Woolard,
2009). Others, however, posit that these welfare payments assist in subsiding and overcoming
high search costs providing much-needed assistance in eradicating the geographical barriers
faced by many young South Africans (Stapleton, 2015). In light of these intricate dynamics, the
study seeks to add to the body of knowledge specifically surrounding the nature of long-term
nature of joblessness amongst the youth not only in South Africa but likewise in developing
contexts.

Methodology

This section of the study elaborates on the methodology that was used during the inquiry. More
specifically, it explains the main purpose of the study whilst additionally describing the research
design and method that was adopted. Thereafter the section discusses the sample period and
data that was used. Finally, the various techniques that were utilized during the analysis are
elaborated on which also includes the specification of the binary logistic regression model which
is employed to determine the impact on the likelihood of being unemployed on a long-term basis
(for longer than a 12-month period).

Research method and data

The main objective of the study was to identify and determine the key drivers of long-term youth
unemployment in South Africa. Towards achieving this objective, the study made use of a
guantitative research approach with a cross-sectional research design. Based on this design,
secondary data were used that were collected from Statistics South Africa (StatsSA) collected
during the second quarterly labor force survey (QLFS) of 2019. StatsSA is a national government
department solely responsible for the collection of data on various levels of the population
including both household and individual-based inquiries. The QLFS is a household-based sample
survey which is carried on a quarterly basis. The survey is primarily used to collect
comprehensive micro-level data pertaining the labor market activities of all individuals from age
15 and above. In conducting the surveys, StatsSA uses a master sampling technique in which the
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sample is drawn from primary sampling units (PSUs) that are equally divided into four subgroups
and rotated for each quarter. The method ensures that each quarterly sample is representative
across various aspects, including provincial level, metro and non-metro areas as well as
geography type (urban and informal). Through the use of the data set, a final sample size of 4554
labor market participants that were either unemployed on a short-term (fewer than 12 months) or
long-term (longer than 12 months) basis were included. Given that the main purpose was directed
towards understanding the labor market dynamics of specifically the youth, only those individuals
between the ages of 15 and 34 years were included.

Data analysis and model specification

Once the data were obtained from the StatsSA database it was subject to various analysis
techniques. From this point of view, the data analysis included three levels. The first made use of
descriptive statistics to report on the composition of the sample and provide insight into the
background of the individuals’ labor market status and activities. Thereafter, a cross-tabulation
analysis was employed with the purpose to identify any differences within specific sub-stratum
regarding the nature of the labor market participants’ unemployment status. Finally, towards
identifying the key drivers of long-term youth unemployment and subsequently determining their
impact on the likelihood of being without a job for longer than 12 months the study made use of a
binary logistic regression. The regression model that was utilized is represented as follows:

UD; = B, AGE; + B,GEN; + B3PG; + B, MS; + s AREA + BsGL; + ,ED; + 3SG; + SoPA + B1oEQ; + 1,SA +¢; ..(1)

Where UD; is the binary dependent variable and refers to the unemployment duration,
AGE; represents the age of the participants, GEN; the gender, PG;the population group and MS;
the marital status, AREA, the municipal area of the participants GL; the geographic location ED;
the respective education levels, SG; the presence of social grants within the household, PA; the
referring to placing adverts in the job search method, EQ; the use of direct enquiries and SA; the
use of family and/or friends to look for a job. In addition to this g, 8, B; ... f1; represents the
coefficients and g; the error term. The aforementioned variables represented a combination of
continuous and categorical variables. Table 1 shows each of the selected variables, their
denotation as well as their assigned coding criteria.

Table 1: Included dependent and independent variables and their coding descriptions

Variable Denotation Associated coding

UD- Categorically coded where 1 = Long-term unemployed
|

Unemployment duration
Py and 0 = Short-term unemployed

Age AGE; Age measured in number of years

Gender GEN; Categorically coded where male = 1 and female = 0

3 dummy variables created. African = 1 and otherwise =
Population group PG; 0, Colored = 1 and otherwise = 0, Indian/Asian = 1 and
otherwise = 0. White used as the reference group.

MS. Categorically coded, where living together or married = 1
|

Marital status .
and not married = 0.

Municipal area AREA Categorically coded where metro = 1 and non-metro = 0.
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Variable Denotation Associated coding

Geographic location GL; Categorically coded where 1 = rural and urban = 0.

3 dummy variables created where 1 = Primary schooling
and 0 = Otherwise, 1 = Secondary schooling and 0 =

Education level =D, Otherwise, 1 = Tertiary education and 0 = Otherwise. No
schooling was used as the reference group.

Social grant SG; Categorically coded where 1 = yes and 0 = no.

Placed adverts PA Categorically coded where 1 = yes and 0 = no.

Enquiries EQ Categorically coded where 1 = yes and 0 = no.

Source: Author’'s own compilation

Subsequent to the use of the model, as shown above, various diagnostic tests were run in order
to ascertain the reliability of the results. This involved the use of correlation analysis to determine
any multicollinearity was present. Furthermore, this was supplemented by the use of Variance
Inflation Factors (VIF) as well as tolerance values. Finally, towards ensuring the adequacy of
model fit, both the Hosmer and Lemeshow test, as well as the Omnibus test of model coefficients,
were employed.

Results and discussion

This section of the study elaborates and discusses the findings that were obtained during the
analysis of the data. As eluded to in the methodology, various analysis techniques were
employed including descriptive statistics, cross-tabulations as well as a binary logistic regression
model. Towards discussing the findings, the section is divided into three sub-sections, the first
describes the demographic background of the sample. This is followed by reporting on the use of
cross-tabulations, chi-square statistics and effect size estimates. Finally, the section concludes
with a discussion on the regression results that eluded to the identification of the key drivers for
long-term unemployment among the youth cohort in South Africa.

Demographic composition of the sample

Table 2 below shows the results relating to the demographic and socio-economic background of
the participants. From these results, it seems that the sample was approximately evenly
distributed between males (48.5%) and females (51.5%). A similar distribution for the age
categories of individuals between the ages 20 to 24 years (31.6%), 25 to 29 years (36.2%) and 30
to 34 years (34.7%) were also noted, however only 4.2 percent of the sample were between the
ages of 15 and 19 years, reflecting the early stages of these individuals’ labor market entry.
These age-dependent characteristics were also evident within the participants’ marital status,
where more than 80 percent of the sample indicated that they were either living alone or not
married. Based on their level of education, results from Table 2 reflect that majority of the
individuals had some form of secondary education, followed by those that attributed a tertiary
gualification. Only 0.6 percent indicated that they had no form of schooling. The findings in this
regard tend to signify some of the failures of the secondary education system. Whilst holding a
meaningful qualification (Grade 12 / Matric) young labor market entrants still significantly struggle
to find work, highlighting the inability of the education system to adequately equip young people
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undertaking their transitions from school to work with the skills demanded by the labor market (De
Lannoy et al., 2018).

Table 2: Demographic composition of the sample

Aspect Sub-cat. F % | Aspect Sub-cat. F %
Male 2206 | 485 No schooling 27 0.6
Gender -
Female 2338 | 51.5 | Education Primary 279 6.1
African 4118 | 90.6 | level Secondary 3796 83.5
Population Colored 347 7.6 Tertiary 442 9.7
group White 33 0.7 Western Cape 421 9.3
Asian / Indian 46 1.0 Eastern Cape 524 115
15-19yrs 191 4.2 Northern Cape 144 3.2
A 20-24 yrs 1437 | 31.6 Free State 330 7.3
e
g 25-29 yrs 1647 | 36.2 | Province Kwazulu-Natal 586 12.9
30-34 yrs 1579 | 34.7 North West 253 5.6
i Gauten 1529 33.6
Married 750 | 16.7 J
, Living together Mpumalanga 488 10.7
Marital status L imbono 269 59
i i .
N_oF married / 3785 | 833 pop
Living alone Urban 3286 | 72.3
Unemployment | Short-term 1367 | 30.1 Sgggraphy Traditional 1181 | 26.0
duration Long-term 3177 | 69.9 Farms 77 1.7

Source: Calculations from QLFS data (2019)

From a racial perspective, results from Table 2 seem to reflect the national composition (StatsSA,
2019), where majority of the participants were African / Black (90.6%), which was followed by
those who were Colored (7.6%) whilst only a small proportion identified themselves as Asian /
Indian (1.0%) as well as White (0.7%). Moreover, participants from all nine provinces were
included, where approximately a third lived within the Gauteng province (33.6%), also known as
the economic hub of the country (Meyer & de Jongh, 2018:103). More rural provinces such as the
Limpopo province (5.9%), North West (5.6%) and the Northern Cape (3.2%) however attributed
the least participants. Finally, towards identifying the degree of difficulty in obtaining employment,
results relating to the unemployment duration seem to confirm the structural challenges many
work seekers in South Africa face in finding a job (Dagume & Gyekye, 2016). In fact, more than
two thirds (69.9%) of the unemployed work-seekers identified themselves as being without
employment for longer than 12 months.

Cross-tabulation analysis

Subsequent to the demographic analysis, cross-tabulations together with the use of chi-square
statistics and effect size estimators were employed. Results for these utilized techniques are
reported in Table 3 below. Towards identifying any notable differences with the specific sub-
stratum of the participants’ unemployment status, results show that all selected characteristics
apart from marital status (Sig. = 0.112) attributed significantly different (at a 1% level of
significance) distributions with relatively high chi-square statistics and low p-values. Based on
age, it seems that longer durations of unemployment are associated with higher age groupings
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which potentially points to the scaring effects for the cohort. (Shi et al., 2018) explain that early
unemployment for young work-seekers adversely affects their chances of obtaining work in later
stages of their careers which is associated with a loss of skills and the depreciation of expected
human capital. In addition to this, distributions based on race, tend to highlight that more Black
job seekers, compared to other population groups seem to attribute a higher prevalence of long-
term unemployment. This also seems to be reflected when considering gender roles where more
females (73.6%) compared to males (66.0%) were without work for more than 12 months. These
findings tend to reflect those of similar studies which likewise indicated adverse employment
outcomes across gender and racial lines within the South African context (Anand et al., 2016).

Table 3: Results for the cross-tabulation analysis

Aspect Sub-cateqor Long-term Short-term ¥ Cramer’s
P gory unemployed unemployed (Sig.) \%
15 - 19 years 44.5 25.7
20 — 24 years 66.2 27.3
Age y 85453 0.137
25— 29 years 72.7 33.8 (0.000%)
30 - 34 years 74.3 55,5
African 70.9 29.1
. Colored 60.2 39.8 19.719
Population grou 0.066
P grouP MWhite 60.9 39.1 (0.000%)
Asian / Indian 63.6 36.4
Male 66.0 34.0 31.236
Gender 0.083
Female 73.6 26.4 (0.000%)
No schooling 74.1 25.9
Primar 68.1 31.9
Education Level Y 14'922 0.057
Secondary 70.9 29.1 (0.002%)
Tertiary 62.2 37.8
Married /
: Living together 69.4 30.6 2.528
Marital Status Not married / (0.112) 0.024
L 72.3 27.7 '
Living alone
. Metro 67.3 32.7 15.609
Municipal area 0.059
P Non-Metro 72.7 27.3 (0.000%)
Urban 65.1 34.9 19.159
Geograph 0.065
graphy Rural 71.8 28.2 (0.000%)
. Yes 73.7 26.3 7.168
Social grant 0.040
g No 69.1 30.9 (0.007%)

Note: * Indicates significance at 1% level of significance; Cramer’s V interpretation from Cramer (1946)
Source: Calculations from QLFS data (2019)

Upon viewing the distributions according to education level, the likelihood of being unemployed
on a long-term basis seems to diminish with higher levels of education. In fact, those with some
form of tertiary education attributed approximately 11.9 percent, 8.7 percent and 5.9 percent
fewer individuals within the long-term unemployed category when compared to those with no
schooling, primary and secondary education levels respectively. This finding is potentially
indicative of the demand for higher tertiary skills within the labor market (Adelzadeh, 2017).
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Furthermore, results for both municipal area and geographic location tend to highlight the
geographical barriers to employment for many work seekers. Results from this point of view
showed that participants situated both within rural locations and non-metropolitan areas
experienced a higher likelihood of being without work for more than 12 months. Mncayi (2016) in
this regard reiterates that individuals living further away from urban areas are restricted based on
the access to formal job markets and quality educational structures. As a means of ascertaining
the strength of association between the various characteristics and the duration of
unemployment, the Cramer’s V statistic was used. Based on the results shown from Table 3,
Education level (V = 0.057), Marital Status (V = 0.024), Municipal area (V = 0.059) and having a
social grant within the household (V = 0.040) all attributed only small effect sizes. Results for
population group (V = 0.066), Age (0.137), Gender (V = 0.083) and Geographic location (V =
0.065) however showed small to medium effect sizes.

Binary logistic regression results

As a means of identifying the drivers of longer durations of unemployment amongst the cohort,
the study made use of a binary logistic regression model with the purpose to assert a view on
how the dependent variable varies across different categories of explanatory variables. Results
for the utilized model are reported in Table 4 below. From the table, it shows a positive coefficient
for Age and low p-value of 0.000 suggesting that Age was a significant driver for longer durations
of unemployment. The odds ratio of 1.063 in this regard infers that for each additional year of age
increased the chances of being unemployed for more than 12 months by 6.3 percent. These
findings lend credence to those highlighted in the cross-tabulation analysis which points to the
scaring effects of longer durations of unemployment amongst the cohort. Whilst it reduces the
potential human capital levels for the individuals, du Toit et al. (2018) assert that the occurrence
likewise contributes to social exclusion and the lack of financial independence that brings with it
various psychological implications.

In accordance with the positive association, the coefficient for municipal and geographic location
likewise was positive. The p-value for the latter was estimated at 0.000 which confirmed the null
hypothesis (coefficient = 0) could be rejected at a 1% level of significance. In this regard, results
suggest that being located in a rural and isolated area increases the chances of being
unemployed for longer than 12 months by 36.7 (1.367 - 1.0) percent. Whilst living in isolated
areas limits the access to formal job markets, various studies have likewise associated these
geographical barriers with the inability of many work-seekers to cover significantly high job search
costs (Graham & Mlatsheni, 2015; de Jongh, 2017). As a means of identifying which level of
education was deemed significant in promoting the employability of the cohort, the study made
use of four education levels respectively. In doing so, having some form of tertiary education was
entered as the reference group. Results in this regard showed that having no form of education
was associated with a 108 (2.081 — 1) percent higher likelihood of being unemployed when
compared to those with a tertiary level education. Based on the results, this likelihood seems to
diminish with higher levels of education where primary education attributed a 59.2 percent higher
likelihood and secondary education only a 57.8 percent likelihood. These results correspond with
those presented by Assan and Nalutaaya (2018) in which the study notes the presence of
significantly large skills mismatches and the lack of technical skills for those making the transition
from school to work.
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Table 4: Results for the binary logistic regression model

95% C.I for EXP (B)

Variable B S.E. Wald df Sig. Exp(B) Lower Upper

Age 0.061 | 0.008 | 57.851 1 0.000* 1.063 1.047 1.080

Municipal area
0.086 | 0.079 1.184 1 0.277 1.089 0.934 1.271
(Non-metro)

Geographic location
(Rural)

0.312 | 0.086 13.190 1 0.000* 1.367 1.155 1.618

Marital status (Married) -0.147 | 0.095 2.357 1 0.125 0.864 0.716 1.041

Tertiary schooling
18.700 3 0.000*
(Reference group)

No schooling 0.733 | 0.463 2.500 1 0.114 2.081 0.839 5.162
Primary 0.465 | 0.171 7.084 1 0.008* 1.592 1.128 2.207
Secondary 0.456 | 0.109 18.226 1 0.000* 1.578 1.286 1.971
Black (reference group) 20.839 3 0.000*

White -0.375 | 0.311 1.458 1 0.227 0.687 0.374 1.263
Coloured -0.525 | 0.120 | 19.260 1 0.000* 0.591 0.468 0.748
Asian / Indian -0.347 | 0.371 0.871 1 0.952 0.707 0.342 1.464
Social grant -0.027 | 0.100 0.071 1 0.790 0.974 0.800 1.184
Gender (Male) -0.395 | 0.076 | 26.815 1 0.000* 0.674 0.580 0.782
Enquired 0.033 | 0.068 | 0.0241 1 0.624 1.067 0.847 1.104
Placed adverts 0.007 | 0.070 0.011 1 0.917 1.093 0.866 1.138
Constant -1.627 | 0.383 18.014 1 0.000* 0.197

Note: * Indicates significannce at 1% level of significance; Hosmer and Lemeshow test: Chi-square = 11.784, p-value =
0.161; Omnibus model of coefficients: Chi-square = 165.069, p-value = 0.000 Nagelkerke R-Square = 0.358; Cox and
Snell R-square = 0.254, VIF values = ranged between 1.0 and 2.0, Tolerance values = All larger than 0.2.

Source: Calculations from QLFS data (2019)

Race within South Africa has been an important point in the consideration of labor market
outcomes. For the purpose of this study, race was entered into the model using four categories.
In doing so, being Black / African was used as the reference group. Coefficients for other racial
groups were all negative which inferred that individuals from these groups were all less likely to
be unemployed for longer than 12 months when compared to those that were Black / African.
Whilst p-values for the White (Sig. = 0.227) and the Asian / Indian (Sig. = 0.952) suggest that the
null hypothesis (coefficient = 0) could not be rejected even at a 10 significance level, results for
the colored contrariwise was deemed statistically significant (1% level of significance). Towards
explaining this finding, Graham and De Lannoy (2016) assert that the additional difficulties Black /
African youth face in the labor market are instilled by various factors specifically surrounding the
historically low investments in the group’s education as well as a lack of intergenerational
transfers of human capital.

As part of the survey, participants were asked whether someone in their household received a
social grant. In light of this, a dummy variable was created where 1 = yes and 0 = no. Results
from Table 4 indicate that the presence of a social grant in the household was negatively
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associated with unemployment duration. Whilst findings on the relationship between grant
recipients and labor market outcomes have been largely contentious, the results in this study
suggest that the added income from these welfare payments assisted in reducing the likelihood of
longer durations of unemployment. The p-value of 0.790, however, suggests that the null
hypothesis (coefficient = 0) could not be rejected at a 10% level of significance. From a gender
perspective, the coefficient was negative. Given that the reference group was entered as being
male, the results infer that females were more likely to be in a long-term unemployed state. In
fact, the odds ratio of 0.674 tends to suggest that males were 32.6 (0.674 — 1) percent
significantly less likely to be unemployed for more than 12 months. These findings support those
presented by Beukes et al. (2017) which likewise found labor market outcomes of females, even
after 20 years of democracy to be less desirable than their male counterparts.

Finally, as a means to identify whether any used job search methods assisted in reducing the
likelihood of being unemployed on a long-term basis two variables were included. This involved
the use of job advertisements and direct enquiries with potential employers. Results for both
variables reflect positive coefficients which tend to suggest that the use of these methods did not
reduce the likelihood of being unemployed for longer than 12 months. Both odds ratios of 1.063
and 1.093, in fact, suggest that the use of these methods increased the likelihood of falling within
the long-term unemployment pool by 6.3 and 9.3 percent respectively. The explanation for this
finding relates to the inefficiency of these methods in finding employment. The high p-values of
0.624, as well as 0.170, however, suggest that the null hypothesis (coefficient = 0) could not be
rejected, not even at a 10% level of significance.

After the estimation of the regression results, multicollinearity diagnostics were utilized in order to
ascertain if any of the predictor variables were highly correlated with one another. Midi et al.
(2010) assert that the presence of multicollinearity in data sets is undesirable as it induces
inflated parameter estimates as well as wider confidence intervals (CIs). As eluded to in the
methodology, both VIF and tolerance values were used in order to determine if variables were
highly correlated. Based on the results from the analysis all VIF values were below the prescribed
level of 5 and tolerance values larger than the 0.1 threshold (Rogerson, 2001). This indicated the
absence of any concerning multicollinearity levels and hence the rejection of any spurious or
unreliable estimates. Furthermore, results for both the Hosmer and Lemeshow test (Chi-square =
11.784; p-value = 0.161) as well as the Omnibus model of coefficients (Chi-square = 165.069; p-
value = 0.000) both suggested that the applied model was a good fit for the data that was utilized
during the analysis.

Conclusion and recommendations

The main purpose of the study was to determine and identify the main drivers of long-term youth
unemployment. In doing so, the study provided significant insight into the factors that contribute to
the prolonged difficulties many young South Africans face in accessing employment opportunities.
The findings showed that youth unemployment cannot be considered a unidimensional concern
but rather should be viewed as intricate and diverse. From this point of view, results showed that
long durations without work were influenced by numerous factors which emanate from both a
structural nature as well as signifying the presence of various labor market inequalities. The
cohort’s struggles in this regard were largely driven by the lack of the needed skills required by
the labor market which for specific demographic groups is perpetuated by historic imbalances and
a lack of intergenerational transfers. This was also evident in the geographical barriers that were
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identified. Young people in this regard are largely dependent on parental figures in areas which
they reside. Not only do these factors limit access to formal job markets but many find it difficult to
overcome the high job search costs associated with their localities. In addition to these
idiosyncratic features, participants likewise illustrated the use of inefficient job search methods
which indicated the lack of the needed labor market knowledge.

Based on the aforementioned, the results of the study hold notable implications for policymakers
and key stakeholders alike. Amongst these, is the evidence that the study provides from the
associated scarring effects that unemployment holds when it is experienced in the early stages of
labor market entry. Not only does it contribute to lower and diminishing human capital levels but
likewise induces various psychological consequences as well as an increased risk of social
exclusion. Henceforth, towards addressing the issue strategies directed towards improving the
quality of education structures within the country need to be proliferated. These should look to
improve especially both the technical and soft skills instilled at learners as early as secondary
education levels. Curriculums in this regard should be structured with the needed work-integrated
learning (WIL) programs. From a policy perspective, lawmakers need to priorities the relaxation of
labor regulations that will assist in the reduction of the cost of employment especially for those
with lower experience levels. Additional recommendations include the establishment of local labor
market information centers, the use of wage subsidies and the development of the informal
sector. Whilst these strategies can all significantly assist in addressing the issue, the reality of the
unemployment problem is largely structural and any means of addressing the issue requires a
sustained and inclusive growth performance.

Given that the study adds to the body of knowledge surrounding the long durations of
unemployment, it is important to note that the inquiry was not without its own limitations. This
surrounded the cross-sectional nature of the design and an overarching focus on national
developments which limited consideration into specific local and regional factors. As such, future
studies should aim to adopt more longitudinal designs and comparative research approaches to
identify the context-specific factors that can likewise contribute to the issue at hand.

References

ABEBE, D.S., BUSSI, M., BUTTLER, D., HYGGEN, C., IMDORF, C., MICHON, P., O-REILLY, J. and SHI,
L.P. (2016). Explaining Consequences of Employment Insecurity: The Dynamics of Scarring in The
United Kingdom, Poland and Norway. Negotiate Working Paper, No. 6.2. Basel: Negotiate.

ADELZADEH, A. (2016). Skills Supply and Demand in South Africa: A 10-Year Forecast (2016-2025).
Folsom, C.A.: Applied Development Research Solutions.

ALONSO RODRIGUEZ, R. and SOROLLA, V. (2015). Classical Versus Keynesian Theory of
Unemployment. Barcelona: Universitat Autonoma de Barcelona.

ANAND, R., KOTHARI, S. and KUMAR, N. (2016). South Africa: Labor Market Dynamics and Inequality.
IMF Working Paper, No. 16/137. Washington, D.C.: International Monetary Fund.

ASSAN, J.K. and NALUTAAYA, V.H. (2018). Africa’s Youth Unemployment Challenge and The Pursuit of
Soft Skills Development by University Students. Review of European Studies, Vol. 10, No. 3, pp. 58-
71.

BERTRAND, M. and CREPON, B. (2014). Microeconomic Perspectives. (In Hino, H. & Ranis, G., eds.
Youth and Employment in Sub-Saharan Africa: Working but Poor. New York, NY. Routledge. p. 97-
160).

https://iises.net/proceedings/international-academic-conference-barcelona/front-page 97



23 September 2019, IISES International Academic Conference, Barcelona ISBN 978-80-87927-91-5, IISES

BEUKES, R., FRANSMAN, T., MUROZzVI, S. and YU, D. (2017). Underemployment in South Africa.
Development Southern Africa, Vol. 34, No. 1, pp. 33-55.

BHORAT, H., NAIDOO, K., OOSTHUIZEN, M. and PILLAY, K. (2016). Demographic, Employment, and
Wage Trends in South Africa. WIDER Working Paper, No. 141. Cape Town: DPRU, University of
Cape Town.

BOND, P. and MALIKANE, C. (2019). Inequality Caused by Macro-Economic Policies During an Era of
Durable Overaccumulation Crisis. Johannesburg: University of Johannesburg.

CDE (CENTER FOR DEVELOPMENT AND ENTERPRISE). (2017). No Country for Young People: The
Crisis of Youth Unemployment and What to Do About It. Johannesburg: Center for Development and
Enterprise.

DAGUME, M.A. and GYEKYE, A. (2016). Determinants of Youth Unemployment in South Africa: Evidence
from The Vhembe District of Limpopo Province. Environmental Economics, Vol, 7, No. 4, pp. 59-67.

DE JONGH, J.J. (2017). Youth Employment Barriers in The Emfuleni and Metsimaholo Local Municipal
Areas. Masters dissertation. Vanderbijlpark: North-West University.

DE JONGH, J.J. (2018). Factors Affecting Youth Employment: An Analysis of The Emfuleni And
Metsimaholo Local Municipal Areas. (In Okreglicka, M., Korombel, A. & Lemanska-Majdzik, A., eds.,
Proceedings of the 2nd International Conference Contemporary Issues in Theory and Practice of
Management CITPM 2018. Czestochowa: Wydawnictwo Wydzialu Zarzadzania Politechniki
Czestochowskie. p. 78-85).

DE LANNOY, A, GRAHAM, L., PATEL, L. and LEIBBRANDT, M. (2018). What Drives Youth
Unemployment and What Interventions Help? A Systematic Overview of Evidence and A Theory of
Change. High-level overview report. Cape Town: University of Cape Town.

Downes, P. & Bernie, K. 1999. The Macroeconomics of Unemployment in The Treasury Macroeconomic
(TRYM) Model. TRYM Working Paper, No. 20. Melbourne: Commonwealth Treasury.

DPRU (DEVELOPMENT POLICY RESEARCH UNIT). (2017). Monitoring the Performance of The South
African Labour Market: An Overview of The South African Labour Market for The Year Ending 2016
Quarter 4. Cape Town: DPRU, University of Cape Town.

DU TOIT, M., DE WITTE, H., ROTHMANN, S. and VAN DEN BROECK, A. (2018). Contextual Factors and
The Experience of Unemployment: A Review of Qualitative Studies. South African Journal of
Economic and Management Sciences, Vol, 21, No. 1, pp. 1-11.

FRANKLIN, S. (2016). Unemployment: Experimental Evidence from Transport Subsidies in Addis Ababa.
Discussion Paper, No. 199. London: Spatial Economic Research Centre.

GRAHAM, L. and DE LANNOQY, A. (2016). Youth Unemployment: What Can We Do in The Short Run?
Cape Town: Development Policy Research Unit, University of Cape Town.

GRAHAM, L. and MLATSHENI, C. (2015). Youth Unemployment in South Africa: Understanding the
Challenge and Working on Solutions. (In De Lannoy, A., Swartz, S., Lake, L. & Smith, C., eds. South
African child gauge 2015. Cape Town: Children’s Institute, University of Cape Town. p. 34-41).

GUL, E., CHAUDHRY I. and ZAHIR, M. (2014). The Classical-Keynesian Paradigm: Policy Debate in
Contemporary Era. Multan, Pakistan: Bahauddin Zakariya University.

Hall, R.E. 1999. Labor-Market Frictions and Employment Fluctuations. Handbook of Macroeconomics, Vol.
1, No. 1, pp. 1137-1170.

https://iises.net/proceedings/international-academic-conference-barcelona/front-page 98



23 September 2019, IISES International Academic Conference, Barcelona ISBN 978-80-87927-91-5, IISES

ILO (INTERNATIONAL LABOUR ORGANISATION). (2018). World Employment and Social Outlook 2018.
Geneva: International Labour Organisation.

ILO (INTERNATIONAL LABOUR ORGANISATION). (2019a). World Employment and Social Outlook 2019.
Geneva: International Labour Organisation.

ILO (INTERNATIONAL LABOUR ORGANISATION). (2019b). ILOSTAT. https://www.ilo.org/ilostat/faces/
oracle/webcenter/portaLapp/pagehierarchy/Page21.jspx;ILOSTATCOOKIE Date of access: 30
August 2019.

KEYNES, J.M. (1936). The General Theory of Interest, Employment and Money. London: Macmillan.

KLASEN, S. and WOOLARD, I. (2009). Surviving Unemployment Without State Support: Unemployment
and Household Formation in South Africa. Journal of African Economies, Vol. 18, No. 1:1-51.

MARSHALL, A. (1920). Principles of Economics. 8th ed. London: Macmillan.

MASIPA, T. (2018). South Africa's Transition to Democracy and Democratic Consolidation: A Reflection on
Socio-Economic Challenges. Journal of Public Affairs, Vol. 18, No. 4, pp. 1-6.

MATSUMOTO, M., HENGGE, M., ISLAM, I. (2012). Tackling the Youth Employment Crisis: A
Macroeconomic Perspective. ILO Employment Working Paper, No. 124. Geneva: International
Labour Organisation.

MCCALL, J.J. (1970). Economics of Information and Job Search. The Quarterly Journal of Economics, Vol.
1, No. 1, pp. 113-126.

MEIRING, T., KANNEMEYER, C. & POTGIETER, E. (2018). The Gap Between Rich and Poor: South
African Society’s Biggest Divide Depends on Where You Think You Fit In. SALDRU Working Paper,
No. 220. Cape Town: SALDRU, University of Cape Town.

MEYER, D.F. & DE JONGH, J.J. (2018). An Alternative Multi-Dimensional Regional Economic
Development Index: A Provincial Application in South Africa. International Journal of eBusiness and
eGovernment Studies, Vol. 10, No. 1, pp. 97-113.

MEYER, N. (2017). South Africa’s Youth Unemployment Dilemma: Whose Baby Is It Anyway? Journal of
Economics and Behavioral Studies, Vol. 9, No. 1, pp. 56-68.

MIDI, H., SARKAR, S.K. and RANA, S. (2010). Collinearity Diagnostics of Binary Logistic Regression
Model. Journal of Interdisciplinary Mathematics, Vol. 13, No. 3, pp. 253-267.

MINCER, J. (1974). Schooling, Experience, and Earnings: Human Behavior And Social Institutions. New
York: Columbia University Press.

MNCAYI, N.P. (2016). The Determinants of Employment Status of Young Graduates from A South African
University. Masters dissertation. Vanderbijlpark: North-West University.

MORTENSEN, D.T. (1986). Job Search and Labor Market Analysis. Handbook of Labour Economics, Vol.
2, No. 1, pp. 849-919.

OECD (ORGANISATION FOR ECONOMIC CO-OPERATION AND DEVELOPMENT). (2019). Employment
Outlook 2019: The Future of Work. Paris: OECD Publishing.

OECD (ORGANISATION FOR ECONOMIC COOPERATION AND DEVELOPMENT). (2017). OECD
Economic Surveys: South Africa 2017. Paris: OECD Publishing.

OOSTHUISEN, M., LILENSTEIN, K., STEENKAMP, F. and CASSIM, A. (2016). Informality and Inclusive
Growth in Sub-Saharan Africa. Cape Town: Development Policy Research Unit, University of Cape
Town.

https://iises.net/proceedings/international-academic-conference-barcelona/front-page 99



23 September 2019, IISES International Academic Conference, Barcelona ISBN 978-80-87927-91-5, IISES

ORR, L. & VAN MEELIS, T. (2014). Women and Gender Relations in The South African Labour Market: A
Twenty-Year Review. Woodstock: Labour Research Service.

PASTORE, F. (2018). Why Is Youth Unemployment So High and Different Across Countries? IZA World of
Labor Working Paper. Bonn: Institute for Labour Economics.

PIGOU, A.C. (1933). The Theory of Unemployment. London: Macmillan Publishers.

ROBERTS, G.A. (2016). Essays on The Dimensions of Youth Unemployment in South Africa. Doctoral
Thesis. Johannesburg: University of the Witwatersrand.

ROGERSON, P.A. (2001). Statistical Methods for Geography. London: Sage.

SCHULTZ, T.W. (1964). Investment in Human Capital. American Economic Review, Vol. 51(March), No. 1,
pp. 1-17.

SHANKAR, V., COOPER, A. and KOH, H. (2016). Reducing Youth Unemployment in South Africa.
Geneva: The Rockefeller Foundation.

SHI, L.P., IMDORF, C., SAMUEL, R. and SACCHI, S. (2018). How Unemployment Scarring Affects Skilled
Young Workers: Evidence from A Factorial Survey of Swiss Recruiters. Journal for Labour Market
Research, Vol. 52, No. 1, pp. 1-15.

SIDIROPOULOS, E. (2019). South Africa’s Changing Role in Global Development Structures: Being in
Them but Not Always of Them. Discussion Paper, No.4/2019. Bonn: German Development Institute.

STAPLETON, C. (2015). The Migrant Network Effect: An Empirical Analysis of Rural-To-Urban Migration in
South Africa. Masters Dissertation. Cape Town: University of Cape Town.

STATSSA (STATISTICS SOUTH AFRICA). (2019). Quarterly Labour Trends 2006 To 2019 Q2. Pretoria:
Statistics South Africa.

STATSSA (STATISTICS SOUTH AFRICA). (2017). Poverty Trends in South Africa: An Examination of
Absolute Poverty Between 2006 And 2015. Pretoria: Statistics South Africa.

STOCKER, A., GEROLD, S., HINTERBERGER, F., BERWALD, A., SOLEILLE, S., MORGAN, V.A. and
ZOUPANIDOU, E. (2015). The Interaction of Resource and Labour Productivity: A Scoping Study.
Vienna: SERI.

TVRDON, M. (2016). Decomposition of Unemployment: The Case of The Visegrad Group Countries.
Ekonomie a Management, Vol. 19, No. 1, pp. 4-16.

UN (UNITED NATIONS). (2019). World Economic Situation and Prospects. New York, N.Y.: United
Nations.

VON FINTEL, D.P. (2018). Long-Run Spatial Inequality in South Africa: Early Settlement Patterns and
Separate Development. Studies in Economics and Econometrics, Vol. 42, No. 2, pp. 81-102.

WORLD BANK. (2018). South African Economic Update: Jobs and Inequality. Washington, D.C.: World
Bank.

YU, D. (2017). The Lesser Known and Scarier Facts About Unemployment in South Africa.
https://mg.co.za/article/2017-09-04-the-lesser-known-and-scarier-facts-about-unemployment-in-
south-africa Date of access: 28 August 2019.

https://iises.net/proceedings/international-academic-conference-barcelona/front-page 100



