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Youth unemployment in South Africa is at crisis levels. According to 

the National Treasury, the unemployment rate among people under 

the age of 25 who want work is about 50 per cent. The absolute 

number of people unemployed in this age group is nearly 1,4 million, 

and they account for 30 per cent of all unemployed people. Including 

those aged 25 to 29 into estimates of the number of young people 

who are unemployed, raises the number to almost 2,5 million. 

The main reason for large scale unemployment is the slow pace of 

job creation in South Africa over the past few decades. Surveys find 

that 50 per cent of unemployed people between the ages of 16 and 

30 years who have given up looking for work say this was because 

there were no jobs in their area. Similarly, the Labour Force Survey 

has reported that 85 per cent of all unemployed respondents said 

they were unemployed because they had not been able to find any 

work at all, while less than two per cent said they were unemployed 

because they could not find ‘suitable work’ – a phrase explicitly 

defined to include jobs in which wages were deemed to be too low.

While unemployed people cannot find work, employers often 

struggle to determine which of the (often numerous) applicants for 

a particular job is most suitable for the position. As average starting 

wages and other employment costs are high, and because dismissal 

and replacement procedures can be onerous, employers tend to see 

the employment decision as risky, and may be reluctant to employ 

unskilled, inexperienced people. This is a particular challenge when 

hiring young people – especially those who have never worked 

before – and it is compounded by the fact that employers do not 

regard the qualifications and results achieved by many school-leavers 

as a reliable signal about the relative merits of job-seekers.

To manage their risks, employers tend to favour those who have 

been referred by someone working in the business already. They will 

also usually hire someone with work experience before they hire 

someone without this experience. In this context, poorly-educated 

young people with no previous work experience and with little 

connection to the job market through friends and relatives, are least 

likely to find work. Within this group, women have a harder time than 

men. 

THE RESEARCH
It is in the interest of both job-seekers and employers to make sure 

that the mechanisms that help people find work are functioning 

optimally, and that the most effective of the various routes to 

employment are deepened and broadened. In order to understand 

the issues better, CDE commissioned research looking at how people 

find work in South Africa. This included:

 • Summaries of what is known about the Expanded Public Works 

Programme (EPWP), Sector Education and Training Authorities 

(SETAs), learnerships, routes into and out of the informal sector, 

as well as the activities of the Umsobomvu Youth Fund; and

 • Original empirical work on how temporary employment 

services (TES) firms – colloquially known as ‘labour brokers’ – 

affect people’s chances of finding work. This research assessed 

the characteristics of over 10 000 people who registered with 

a branch of the largest TES firm in South Africa, Adcorp. The 

research compared the profile and employment prospects 

of TES beneficiaries against data from StatsSA. Comparisons 

were also drawn between the TES data and data from the Jobs 

and Opportunities Seekers (JOBS) programme at the National 

Youth Development Agency (NYDA).

Our investigation of the various routes that young people use to find 

employment is instructive and, as far as we can tell, it is the first of its 

kind to be undertaken. However, without comprehensive panel data, 

which would have to be collected over a period of years to permit 

in-depth comparisons between individuals following different 

routes into the world of work, it is not possible to produce definitive 

findings on the comparative efficacy of these various mechanisms for 

matching workers and employers. 

South Africa needs much better data on the volumes of people 

using various services and institutions, their immediate and 

subsequent job prospects, and the costs of offering these services. 

The research reported on in this publication had to deal with these 

limitations in what data is available in the country. To overcome 

these limitations CDE recommends more comprehensive surveys that 

follow young people as they move through the labour market, as well 

as much more effective monitoring and evaluation of government 

programmes. 

FINDINGS
The EPWP is the country’s largest and best-funded state initiative 

aimed at getting people into work. The programme has resulted in 

more than a million “work opportunities” between 2004 and 2009, 

and has achieved significant successes in providing short-term, last-

resort employment to relatively large numbers of people. It is widely 

recognised, however, that the EPWP has done very little to increase 
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the employability of beneficiaries, and, therefore, has not improved 

their future job prospects significantly. 

Similarly, SETAs provide some people with valuable training and 

access to job opportunities, but what evidence there is suggests that 

they may be of most benefit to people who are most likely to find 

employment, even without any assistance. Thus, while more than 

10 000 learnerships had been completed four years after the 

SETAs were established, with the majority resulting in full-time 

employment, these were overwhelmingly based in the finance 

sector. Beneficiaries in this sector were typically drawn from 

circumstances that were not the most desperate, and their 

demographic characteristics (for example, their typical household 

income, household size and earners per household) matched those 

of people who were most likely to be employed. Beneficiaries may do 

better with the training than without, but SETAs are unlikely to have 

expanded the number of people who have work.

The informal sector appears largely to be a trap for young people. 

The research shows that people working in this sector typically 

report having been in the same “job” for considerably longer than is 

typical for people who have jobs in the formal sector. It is, in other 

words, difficult to transition into formal sector employment, and 

the evidence suggests that young people take informal jobs as a last 

resort. 

Umsobomvu Youth Fund programmes have tackled the 

unemployment problem from a number of angles, including the 

provision of training to make young people more job-ready and 

creating links between job-seekers and potential employers. The 

incomplete data and information available make it impossible 

to assess the effectiveness of these programmes. However, CDE’s 

review of the JOBS data does show that this is a relatively modest 

programme, now run by the NYDA, which  is helping some young 

people into jobs. This information combined with facts from the 

World Bank Investment Climate Assessment (which collected data 

from manufacturing firms in the metropolitan areas of Gauteng, 

Eastern Cape, KwaZulu-Natal and the Western Cape in 2007/8) and 

the Cape Area Panel Study (which collected data annually from 2002 

until 2006 from a large and representative sample of young people 

in Cape Town as they became adults), paint an interesting picture of 

how people find work and what role TES firms play in this process. 

As one might expect, all these surveys show that the majority of 

people in work find their jobs without using any kind of employment 

agency. Instead they primarily rely on information from friends 

and relatives already in employment, send out CVs, and respond to 

advertised jobs. The Cape Area Panel Study found that only about 

five per cent of all work seekers in that city employed at any given 

time had found their job through an agency. Although relatively 

small, this is still significant in terms of the numbers of people 

nationally who use this route to employment. In 2009, for example, 

the Confederation of Associations in the Private Employment Sector 

claimed that TES firms place over 500 000 job seekers every year. 

More recent estimates suggest the number of placements per year 

is closer to one million. 

TES operate at a significantly larger scale than comparable 

government programmes. In 2008/9, nearly 1 500 people found work 

through the NYDA’s JOBS programme. One large TES, Adcorp, from 

which our TES data is drawn, claims to place over 25 000 assignees 

per day. Our finding that 1 000 individuals were placed each month 

by one Adcorp branch (of which it has 34) shows that the monthly 

placements of this one TES branch are equivalent to two thirds of the 

NYDA’s annual placements. 

Comparing the TES data with data about the general labour 

market suggests that the TES jobs represented in that database did 

not pay unusually low wages, with average earnings of about 

R3 500 per month. Median earnings, which makes for a more sensible 

comparison, among TES workers are R2 934, a figure that is close to 

the median of R3 000 in the Quarterly Labour Force Survey.

 On the whole we found no evidence that either the JOBS 

programme or the branch of Adcorp studied by CDE researchers, 

were placing people in jobs that were markedly less desirable than 

is typical of the economy as a whole. It is true that the assignees 

from Adcorp typically worked for a shorter period than is usual in 

the economy (a fact that may say more about employers’ needs than 

about the TES firm), but there was no evidence that wages were 

significantly lower than was typical.

Other notable findings included: 

 • Some employers – especially those who run large, capital 

intensive firms and employ some low skilled workers – rely 

more heavily on TES firms than others; 

 • The services that TES firms provide appear to help companies to 

grow and compete globally; 

 • Much of the reliance on TES firms reflects seasonality in 

demand for labour and broader international trends towards 

more flexible (and temporary) forms of work.

As routes into employment, TES firms may have important 

advantages. They appear to be of use to unskilled, inexperienced 

workers whose connection to the labour market is particularly 

tenuous. In this respect, TES firms may help bring excluded 

households and workers into the economy. In so doing they help 
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make our economy more inclusive. In effect they help to expand 

opportunities and democratise job search.

CONCLUDING REMARKS
Given South Africa’s massive unemployment crisis, it is vital that 

the mechanisms that link available jobs and job-seekers from all 

backgrounds be as effective and efficient as possible. These have 

to help both firms and job-seekers, but particular attention should 

be paid to ensuring that mechanisms exist to help workers who are 

least connected to the labour market. Young people with no work 

experience who come from households in which no one works have a 

very slim chance of finding a job unless they are assisted in some way.  

It is important to recognise that, on its own, improving the 

efficiency and effectiveness of these institutions will not solve 

the crisis of unemployment. Far more important, in this regard, is 

ensuring that many more jobs are created through sustained, more 

rapid and more labour-intensive growth. 

Nevertheless, broadening access to available opportunities 

(especially to young, unskilled and inexperienced job-seekers, most 

of whom come from poor households), must be one component 

of the fight against unemployment. Getting this right may not 

dramatically increase the number of people in employment at any 

given time, but it could lower employers’ costs of finding suitable 

employees as well as job-seekers’ costs of finding work. Improving 

the efficiency of the labour market in this way would help reduce 

unemployment on the margins.

TES firms do help a significant number of people, especially 

young, inexperienced workers and those who have the most 

tenuous connections to the labour market. These firms have become 

controversial in South Africa today, and there are interests that would 

seek to have them closed. The research reported here indicates that 

closing these firms down would result in costs and consequences that 

many currently participating in this debate may not have considered. 

Critically, if – as our research indicates – TES firms are a vehicle 

that people least connected to the labour market are able to use to 

access jobs, this must be factored into the policy debate. Those who 

argue for an outright ban of labour-broking need to ask themselves 

whether whatever gains they think may accrue to the already-

employed are worth the cost of reducing access to the labour market 

– and the economy – for those who are most excluded. 

South Africa needs to deepen and broaden the links that 

unemployed and marginalised people have with the formal 

economy. Closing down vehicles that increase access to work should 

not be a serious option.
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One way of reducing 
unemployment in 
South Africa is to 
make sure that the 
mechanisms that help 
people find work are 
functioning optimally

Introduction

How do people find jobs in South Africa? Most get their first jobs on the basis of the advice 

and assistance of someone close to them or by answering adverts.1 But many people who 

want to work cannot find jobs through existing networks (which they may not have) or by 

answering adverts. As a result, they rely on a variety of mechanisms that in some way or 

another intermediate between the job-seeker and the world of work. Some do holiday jobs 

or internships; some enter formal learnership programmes; some work in government 

initiatives such as the Expanded Public Works Programme (EPWP); some register with 

a temporary employment agency in the hope of eventually transitioning into full-time 

employment. The purpose of these transitional steps is twofold. The first is to expose the 

job-seeker to potential employers more efficiently than he is able to do on his own; the 

second is to acquire the work experience and skills that school did not provide and which 

may help open more traditional doors to employment.

One way of reducing unemployment in South Africa is to make sure that the 

mechanisms that help people find work when they are unable to do so themselves are 

functioning optimally, and that the most effective of these ‘routes to employment’ are 

deepened and broadened. To encourage this process CDE commissioned a number of 

reports looking at the various ways in which people find work in South Africa.2 Some of 

the research reviewed what is already known about certain programmes and the way they 

affect individuals’ chances of finding work (for example, in relation to the EPWP).

We also commissioned some original empirical work on how temporary employment 

services firms – otherwise known as TES firms or, more colloquially, ‘labour brokers’ 

– affect people’s chances of finding work. This research was conducted by Professor 

Neil Rankin, director of the African Micro-Economic Research Unit (AMERU) at Wits 

University. In the course of his work, Professor Rankin assessed the characteristics of over 

10,000 people who registered with a branch of the largest TES firm in South Africa. He 

also ran the TES data against a database from the Jobs and Opportunities Seekers (JOBS) 

programme at the National Youth Development Agency (NYDA). The aim was to get 

as much data as possible about how the people registering with this TES fared and to 

compare this – as far as possible – with the results achieved by others following different 

routes into employment.

The results of his work are reported later, and, as we will note then, there are important 

qualifications that must be attached to the conclusions. Before that, however, we 

summarise what is known about the methods people use to find work in South Africa.3 

The discussion considers the various options confronting unemployed workers who feel 

they need help if they are to have any hope of finding a job, and outlines insights on how 

effective these routes are. The report then assesses what two existing surveys (the World 

Bank Investment Climate Assessment and the Cape Area Panel Study) can tell us about 

the role of TES firms in the labour market, both from the point of view of employers and 

that of work-seekers. Lastly, we outline the comparative insights about public versus 

private job placement agencies generated by Professor Rankin’s research.
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Because dismissal and 
replacement procedures 

can be onerous, 
employers tend to be 

reluctant to employ 
unskilled, inexperienced 

people

Abbreviations and acronyms
AMERU  –  African Micro-Economic Research Unit
CAPS  –  Cape Area Panel Study 
CAPES  –  Confederation of Associations in the Private Employment Sector
COSATU –  Congress of South African Trade Unions
EPWP  –  Expanded Public Works Programme
HSRC  –  Human Sciences Research Council
ICA  –  Investment Climate Assessment
JOBS  –  Jobs and Opportunities Seekers
NSDS  –  National Skills Development Strategy
NYDA  – National Youth Development Agency
QLFS  –  Quarterly Labour Force Survey
SAYPS  –  South African Young People’s Survey
SETA  –  Sector Education and Training Authority
SMME  –  Small, Medium, and Micro Enterprise
TES  –  Temporary Employment Services
UYF  –  Umsobomvu Youth Fund

How do people find work in South Africa?

Youth unemployment in South Africa is at crisis levels. According to the National Treasury, 

the unemployment rate among those under the age of 25 is about 50 per cent. The absolute 

number of people unemployed in this age group is 1,4 million, and they account for 30 

per cent of all unemployed people. Including those aged 25 to 29 into available youth 

unemployment estimates, adds another million to the unemployed, pushing the number 

of unemployed young people up to almost 2,5 million.4 

Much of the reason for this large scale unemployment is the slow pace of employment 

creation in South Africa over the past few decades. Surveys find that 50 per cent of 

unemployed people between the ages of 16 and 30 years who have given up looking for 

work say it was because there were no jobs in their area, while a further 23 per cent said 

that they lacked the transport money to look for work.5 Taken together, over 70 per cent 

said they had no jobs because there were no jobs to be had in their areas. Similarly, the 

Labour Force Survey of 2007 reported that 85 per cent of unemployed respondents said 

they were unemployed because they had not been able to find any work at all, while less 

than two per cent said they were unemployed because they could not find ‘suitable work’ 

– a phrase explicitly defined to include jobs in which wages were deemed to be too low.6

If the lack of job opportunities is the primary reason work-seekers are unemployed, 

the challenge that employers face is different: how to determine which person is most 

suitable for any position they offer. As average starting wages and other employment costs 

are high, and because dismissal and replacement procedures can be onerous, employers 

tend to be reluctant to employ unskilled, inexperienced people.7 This is a particular 

challenge when hiring young people – especially those who have never worked before 

– and it is compounded by the fact that employers do not regard the qualifications and 
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Poorly-educated young 
people with no previous 
work experience and 
little connection to the 
job market are least 
likely to find work

results achieved by many school-leavers as a reliable signal about the relative merits of 

those who apply for jobs.

Employers prefer applicants with a matric over those who were unable to achieve this 

qualification, but when faced with many applicants who have this qualification, they look 

for additional factors that distinguish some applicants from others. They will, for example, 

tend to favour those who have been referred by someone working in the business already, 

and they will usually hire someone with work experience before they hire someone 

without this experience.8 In this context poorly-educated young people with no previous 

work experience and with little connection to the job market through friends and relatives, 

are least likely to find work. And, within this group, women have a harder time than men.9 

This is the demographic group that is, therefore, most in need of assistance in entering the 

labour market and finding work. 

Below we look at a number of mechanisms through which people who typically struggle 

to find work enter the labour market. While we know too little about each of these, the 

intention is to offer some details about the scope and reach of these intermediating 

institutions – how many people they place in work, what happens after the people have 

passed through that institution, whether the employment prospects of participants are 

significantly altered, etc. After that, we will look in more detail at two mechanisms: TES 

firms that hire job seekers and then place them into temporary employment with their 

clients; and the JOBS programme at the NYDA, which registers work-seekers, provides 

some of them with training, and tries to place them into vacancies in the private and the 

public sector.  

The key point to note is that the main reason for high levels of unemployment is not that 

these mechanisms do not work well. It is that the economy has not produced enough jobs. 

Fixing or expanding these programmes will not significantly reduce unemployment unless 

and until the economy grows faster and in more labour-intensive ways. Nevertheless, it 

remains important to learn something about the impact and role of these institutions, and 

what they say about the nature of the labour market.

The Expanded Public Works Programme

The Expanded Public Works Programme (EPWP) is the largest and best-funded public 

sector programme aimed at helping unemployed people find work – in this case, by 

employing them directly. The EPWP is targeted at marginalised groups such as young 

people, the disabled and people in rural areas.10 

The EPWP created more than a million ‘work opportunities’ between 2004 and 2009. 

This was a year earlier than the department had promised to achieve this target. The 

jobs involve unskilled manual labour. Wages are low (lower than minimum wages in 

agriculture) in order to ensure (a) that the programme does not draw people out of formal 

employment and (b) that its beneficiaries are among the very poorest of people. 

EPWP employment is almost always of short (or very short) duration, with beneficiaries 

working, on average, for 80 days. Reviews suggest that experience in these jobs does not 

result in meaningful skills acquisition or have any real impact on post-EPWP employability 

of participants11 – something for which the  EPWP has been extensively criticised.12

The EPWP does not make a significant impact on the unemployment rate. Using the 80 

day average duration of an EPWP job, the first phase of the EPWP created the equivalent of 

about 80,000 full time jobs per year – less than two per cent of the number of jobs needed 

to achieve more or less full employment.13
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The EPWP has not 
been very successful at 

altering the longer term 
employment prospects 

of those who spend 
time in the programme

By 2009, total expenditure on the EPWP amounted to R40,8 billion.14 This means that 

the cost per job opportunity amounted to about R29 000 which implies that the cost of 

producing the equivalent of one year-long job was around R95 000.15

As noted the EPWP has not been very successful at altering the longer term employment 

prospects of those who spend time in the programme. According to the HSRC’s 2007 

Midterm Review, ‘there has been little small, medium and micro enterprise (SMME) 

creation that can be attributed to EPWP expenditures’.16 At least 70 per cent of participants 

in Phase One of the EPWP received either no training at all, or training of such a trivial 

nature that it made no difference to their income-earning capacity.17 One reason for this is 

that skills training in the EPWP, for those who did receive it, was not closely aligned to the 

skills demanded in the economy.18 Indeed, the infrastructure sector, which is the largest 

of the EPWP sectors, eventually scrapped vocational skills training and offered ‘general 

life skills’ instead.19 On evaluation, 75 per cent of EPWP projects were found not to have 

implemented the exit strategies that were supposed to prepare participants to enter the 

labour market.20 At least two important EPWP programmes, Working for Wetlands and 

Working for Water, unofficially suspended their exit strategies once they realised that 

these were not effective in helping EPWP participants access formal economy jobs.21 

In fairness to the programme, future employability is not the best guide to judging 

its impact since it is probably better understood and evaluated as a form of poverty 

relief rather than employment (and employability) creation. Nevertheless, government 

appears to want to try to improve the links of beneficiaries to future job prospects. This is 

evident, for example, in the fact that, the second phase of the EPWP aims to create more 

permanent, meaningful employment. The stated aims of phase two that could address 

some of the problems experienced in phase one include:

 • Developing efficient and effective monitoring, evaluation and reporting 

mechanisms;

 • Strengthening good governance and institutional mechanisms;

 • Reinforcing training and capacity building systems to improve the employability 

of EPWP workers;

 • Increasing the number of people employed on projects by incentivising 

implementing bodies to hire more people;

 • Developing more permanent work opportunities in some EPWP sectors; and

 • Creating a skills data base that would allow phase one beneficiaries to be employed 

in similar positions in phase two, thus allowing them to build up their skills and 

work experience in a specific job.22

However, even as these goals try to give the EPWP a longer-term effect on the employability 

of participants, the former Deputy Minister of Social Development, Dr Jean Swanson-

Jacobs, has emphasised that these goals should not be allowed to detract from the main 

goal of the programme – ‘to provide last resort employment for large numbers of people’.23

SETAs and learnerships

In 2000, the Skills Development Act set up 25 Sector Education and Training Authorities 

(SETAs), in an attempt to address South Africa’s skills shortage. The SETAs oversaw the 

creation of learnerships within the National Skills Development Strategy (NSDS). The 

system offers employers tax rebates for offering learnerships. SETAs place strong emphasis 

on companies’ recruiting unemployed and young people for learnerships, and the hope 
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programmes tend to 
benefit groups who are 
already most likely to 
find employment

is that, having invested in training the beneficiary, companies will employ some or all the 

learners once their training is complete.24 

The learnerships do appear to achieve relatively high retention rates. Data for 

learnerships completed by 2005, for example, show that some 75 per cent had resulted 

in full or part-time employment with the company that had trained learners, with the 

highest retention rates being found for the most skilled learners.25 Subsequent research 

by the HSRC indicates that a large majority of learners remain in the programmes until 

training is complete, and that learnerships result in a higher post-training probability 

of employment for participants, although the nature of subsequent employment is not 

specified.26 

A cause for concern is that, while building skills is valuable, international evidence 

has indicated that training and job placement programmes tend to benefit groups 

within the economy who are already most likely to find employment.27According to the 

available evidence, this appears to be true for learnerships in South Africa. Thus, while 

more than 10 000 learnerships had been completed four years into the programme, with 

the majority resulting in full-time employment, these were overwhelmingly based in 

the finance sector. Beneficiaries in this sector were typically drawn from circumstances 

that were not the most desperate, and their demographic characteristics (for example, 

their typical household income, household size and earners per household) suggested 

they were more likely to find employment than most unemployed people, irrespective of 

their participation in a learnership.28 It seems therefore, that the advantages some face 

in accessing learnerships are similar to, and overlapping with, the advantages needed 

to find work. And that learnerships, while creating skills, did not appear to increase the 

likelihood that the most marginalised would find work.

While there is a strong perception that SETAs have been inefficient in their primary 

task of creating skills, and although Marock and others suggest that this perception is 

created by a few particularly inept SETAs, the difficulties with the availability and quality 

of data related to the SETAs’ activities have been highlighted in numerous reports.29 

Another serious problem has been the plethora of equally ranked priorities for different 

stakeholders in the system (some of which conflict with others). From a policy point of 

view, one issue has been conflicting ideas about what sort of training SETAs should fund, 

with some favouring vocational training and others preferring a model of training that 

would introduce more rounded and ambitious forms of education.30 Although SETAs 

initially had a vocational focus because that was the kind of training employers preferred, 

educational theorists have dominated the SETA design and emphasised hierarchy, 

accreditation and quality education. As a result, industry appears to have become 

increasingly frustrated as the focus has moved away from the practical, work-oriented 

training employers require.31

Workplace or occupational training was a crucial reason for the implementation of 

SETAs, both for the learnership system and to oversee and encourage private sector 

internal training. This training appears highly variable, both by enterprise size and by 

economic sector.32 This is in line with results from the South African Young Persons Survey 

undertaken for CDE by professors Simkins and Rankin, which suggested that training 

increases as firm size increases.33 Private training also differed by occupation, gender and 

race, with the highest training ratios for managers or sales/services workers, for men, and 

for Africans in each category.34 Firm size was the most significant predictor of training 

levels, with large firms spending almost double what small and medium-sized firms spent 

per employee.35
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One of the challenges in assessing these initiatives is that SETAs, along with other 

agencies, collect data very poorly.36 An example of this is that, before its incorporation into 

the NYDA, the Umsobomvu Youth Fund (UYF) initiated an internship programme with 

both the Department of Health in the North West province and with the Department of 

Home Affairs. Although specific recruitment targets were outlined for disabled persons, 

graduates of previously disadvantaged institutions, women, and persons from rural 

areas, in practice, information was only collected on the number of women recruited. 

Further, there was no on-going monitoring of the internship programme, only an ex 

post assessment based on reports, interviews and case studies. There was no continued 

monitoring of the interns to evaluate the programme’s impact on beneficiaries’ ability 

to find formal employment or pursue studies outside of the departments of Health 

and Home Affairs.37 Deficiencies of this kind mean that the initiative, while helping 

some people find employment (38 per cent of interns appear to have been retained as 

permanent staff), cannot be objectively evaluated in terms of its impact on beneficiaries’ 

employment prospects, its impact on skills development, or the differences in its effects 

on different groups .

The informal sector as a transition to formal sector employment

An important route into employment in most developing countries is through self-

employment or the informal sector. This can create subsidiary employment for others, 

and may lead to formal sector employment later. However, according to Banerjee and 

others, South Africans employed in the informal sector rarely transition into formal 

employment.38 Heintz and Posel find strong barriers to mobility between the formal 

and informal sectors, as well as within different segments of the informal sector.39 

Similarly, data from SAYPS show that self-employment lasts for an extended period – an 

average of 107 months, compared to the 34 month average of wage employment.40 This 

permanency is probably more a result of necessity than choice since there is evidence that 

employment in the informal sector does not meet the aspirations of those involved. Thus, 

the vast majority of youth surveyed prefer formal wage employment over other types, and, 

according to SAYPS, most self-employed people report dissatisfaction with their lives.41

It is likely, given the difficulties of transitioning out of the informal sector and the 

negative feelings expressed towards self-employment in SAYPS, that people adopt this 

form of employment largely because they lack alternatives. They then either find it 

difficult to move into other types of employment or continue to face no better alternative 

than continued self-employment.

Government is aware of these problems and has developed support programmes such 

as the Small Enterprise Development Agency and the Business Referral and Information 

Network, which offer advice through a range of media or face-to-face options for small 

businesses or entrepreneurs. The NYDA also has programmes specifically targeted at 

getting young people into more remunerative entrepreneurial activities.42 However, there 

is no readily available information on the general results of these initiatives, nor on their 

effectiveness as routes into formal sector employment.

The Umsobomvu Youth Fund

The UYF set up the Jobs and Opportunities Seekers’ (JOBS) programme in 2006 to facilitate 

a link between unemployed youth and job opportunities in the public and private sectors. 
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Job seekers are asked to submit their CVs online. The UYF then sends these to appropriate 

employers who have registered vacancies with them. The UYF also introduced Job 

Preparedness Workshops, the purpose of which is to help prepare work-seekers better 

for finding work by, for example, teaching skills relating to writing CVs, assessing one’s 

suitability for different kinds of work, looking for work, being interviewed for a job, and 

projecting a professional image. These UYF programmes have now been taken over by the 

NYDA.

The NYDA urges companies to recruit from the JOBS database, and to provide 

candidates with training and employment opportunities. In some ways, therefore, the 

JOBS programme functions as a public sector version of a TES firm. CDE’s assessment of 

data relating to the impact of JOBS – the first assessment of this kind – is discussed below 

when we offer a comparison of the effectiveness of the JOBS programme with data from a 

TES firm to which we had access.

The UYF and certain government departments also initiated youth training through 

employment projects; these include training by the South African National Defence Force 

and the UYF School to Work programme.43 There are, however, no publicly available 

reports on the results of these learnership or training programmes. 

What role do TES firms play in the labour 
market?

Introduction

Temporary employment services companies, or labour brokers, have become controversial 

in the past few years, with COSATU mobilising support for an outright ban of the practice 

and government seeking to regulate it strictly.

Not enough is known about the scale and scope of the TES sector, though a 2009 

Confederation of Associations in the Private Employment Sector (CAPES) presentation 

to Parliament stated that these firms place over 500 000 job-seekers every year. It went on 

to claim that about a third of these workers find permanent employment.44 If anything, 

more recent data suggests that TES firms play an even bigger role in the economy now, 

with some data suggesting that they are placing close to a million job-seekers annually. 

Because a substantial proportion of these are first time jobs, it is possible that TES firms 

now play an important role in finding employment for a significant number of workers.45 

This role should not be exaggerated as there is also evidence that only about  five per cent 

of all work seekers employed at any given time found their job through an employment 

agency. This is partly because TES-placements are generally in temporary jobs, so, at any 

given moment, there will be as many people entering employment through a TES firm 

placement as there are people who obtained employment in this way exiting employment. 

The result is that a large majority of those who have jobs at any given time did not get their 

jobs through a TES firm, and most people in work will have found their jobs in other ways 

– principally by relying on information from friends and relatives already in employment, 

sending out CVs, and responding to advertised jobs.
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TES firms place job-seekers across all sectors, with most temporary assignments a 

result of contingency or seasonal employer requirements. The majority of employment 

assignments end after six months.46 The seasonality of TES employment is in line with 

research in European countries, which concluded that TES companies were primarily 

used by employers to fill temporary positions and not – as is often alleged – to avoid stricter 

formal labour regulation.47 This suggests that one reason for the growth in TES firms’ role 

in labour markets is the changing nature of work, with companies offering more and 

more temporary jobs than might have been the case in the past. In the Netherlands, for 

example, 15 per cent of workers are now classified as temporary.48 

The South African TES sector appears to be very diverse. We have data from one source, 

but it is hard to be sure that it is representative of the industry. It is quite possible that 

there are ‘labour brokers’ whose conduct is problematic. Evidence from focus groups 

CDE conducted in Gauteng and the Cape brought to light some examples of malpractice 

within both the private and the public sector. It was impossible to be sure whether the 

people complained of by focus groups were representatives of TES firms, or merely well-

placed individuals who exploited the desperation of others for their own benefit.49   

To shed light on how at least some TES firms are operating, how they affect the 

unemployed and employers, the section below presents evidence about what kinds of 

firms use labour brokers and insights into the types of people who rely on TES services to 

find a job.

What kind of firms use a TES?

In 2007/8, the World Bank conducted a survey for its Investment Climate Assessment 

(ICA), during which it collected data from manufacturing firms in the metropolitan 

areas of Gauteng, Eastern Cape, KwaZulu-Natal and the Western Cape. The survey asked 

whether respondents used full-time, seasonal or temporary workers. The results provide 

an indication of the types of companies that use temporary workers and offer insights into 

how important such forms of labour and methods of recruitment are from a firm’s point 

of view. They also tell us something about which firms are more or less likely to recruit 

workers through TES firms. 

Figure 1 summarises the key differences between firms that employ temporary workers 

and those that do not. The first bar, for example, records the finding that the average firm 

that employs temporary workers typically employs more than twice as many people as 

firms that do not hire temporary workers. Capital intensive firms are also more likely to 

employ temporary workers (by 24 per cent), while temporary workers will tend to be more 

common in firms that use more raw materials (59 per cent) than the average and which 

have higher levels of labour productivity (24 per cent). Firms using temporary workers, 

are not significantly different in terms of total factor productivity (TFP), however.
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Figure 1: Average percentage difference between firms that employ temporary workers and those 

that do not.

Notes: Calculated by Professor Rankin from the World Bank’s 2008 Investment Climate Assessment Survey for CDE, 2011 

Firms employing temporary workers are typically older than firms that did not hire 

temporary workers (by an average of five years), were more likely to be foreign-owned 

(nine percentage points), more likely to be unionised (by 24 percentage points), more 

likely to export directly (by 15 percentage points) and more likely to use imported inputs 

(by 16 percentage points).50

Importantly, firms that employ temporary workers have, on average, a higher proportion 

of unskilled workers on their payrolls. At the same time, average labour costs at firms 

hiring temporary workers were not lower than firms who did not do so, though this seems 

to have been a result largely of the fact that these firms were also larger and more capital 

intensive (since larger, more capital intensive firms typically pay better than firms that 

are smaller and more labour intensive). Statistical analysis also reveals that temporary 

employment is probably a mechanism that smaller firms use as they grow.51

Figure 2 illustrates the various recruitment channels that firms reported using for the 

hiring of their most recent employee. Overall, referrals from family and friends were the 

most common, but firms that used more unskilled production workers also used private 

agencies (such as TES firms) and adverts a little more frequently than was typical for 

firms as a whole. Amongst these firms, TES referrals accounted for about 15 per cent of 

new hires compared to nine per cent for all firms. The figure also reveals that firms that 

employ more unskilled workers utilise family and friend referrals in only 41 per cent of 

recruitments compared to the 53 per cent of all firms, use public agencies in ten per cent 

of cases (compared to the average of nine per cent for all firms), but used adverts in 28 

per cent of cases compared to the 21 per cent for all firms. School networks and other 

methods make up the difference and are not significantly different for the two types of 

firms. 
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Figure 2. Recruitment channels used by firms

Notes: Calculated by Professor Rankin from the World Bank’s 2008 Investment Climate Assessment Survey, for CDE, 2011. 
Unskilled production intensive firms are defined as firms with more than one-third of their production workers being unskilled

Overall, then, the data show that firms that hire temporary workers tend to be less reliant 

on existing staff’s networks of family and friends when they recruit. This may be because 

hiring temporary workers (precisely because they are temporary) might be deemed to be 

less consequential a decision than hiring full-time staff (who will be more costly to dismiss 

and replace). As a result, firms may not feel they need to hire people for whom existing 

(trusted) staff can vouch. It may also be that a firm may not want to incur screening costs 

for an employee who may only be with the firm for a short time, so recruitment through a 

private agency may be the most efficient means for securing such staff. 

An important point that emerges from this research is that employment agencies may 

be a route into employment for people who do not have friends and family employed in 

firms that are looking to recruit staff and who could vouch for them. To the extent that this 

opens up employment opportunities to people whose networks are less well-developed 

and whose links to the labour market are more tenuous, TES firms may be helping to 

democratise job search in the face of employers’ apparent preference to hire people 

through the networks of their existing staff.

Longitudinal data on the role of TES firms in the labour market

Although data about employment and unemployment in South Africa are relatively 

plentiful, they tend to be ‘cross-sectional’ – they compare individuals and groups at a 

particular point in time. This is useful, but these data can tell us little about how individual’s 

circumstances change over time. As a result, they are not very helpful in thinking about 

how people move into and through the labour market, or about how different routes into 

the world of work affect people’s employment prospects over their life time. There is, in 

other words, very little panel data or longitudinal data – the kind of data that tracks a 

specific set of people over time. With more data of this kind, we would be able to compare 

the career paths of individuals who take different routes into employment.
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While panel data is in short supply, there are two surveys that have begun to provide 

the kind of data that is needed. Unfortunately, neither has been running long enough to 

provide data that could help identify whether people who enter the labour market through 

a TES have better or worse long-term employment prospects than those who find work 

some other way. One of these surveys – the Cape Area Panel Study (CAPS),which began in 

2002 as a collaborative project of the Population Studies Centre in the Institute for Social 

Research at the University of Michigan and the Centre for Social Science Research at UCT, 

provides some useful insights.

CAPS has been following the lives of a large and representative sample of adolescents 

in Cape Town as they become adults.52 The first wave of the study was in 2002 when 

approximately 5 250 households and 4 750 young people between the ages of 14 and 

22 were interviewed. The group was then re-interviewed every year through to 2006. 

The survey collected information on each respondent’s labour force activity, including 

information on job search. It also collected specific information on up to three jobs – the 

respondent’s first job, his current or most recent job, and the job he had just before his 

existing/last job. Some information on the effectiveness of routes into employment can 

be drawn from this data. It is important to note that these findings are limited to the area 

in and around Cape Town.

Table 1 shows the different channels through which people have obtained their current 

job. Receiving information about a job from friends (22 per cent), relatives (11 per cent) 

and members of the respondent’s household (nine per cent) were the most common 

routes into employment. A further 16 per cent of employed people got their job through 

the direct intervention of a friend, relative or member of their household.  

Employment agencies (which placed five per cent of people in their current jobs) were 

as important in getting a job as responding to newspaper adverts. They were, however, less 

important than other types of direct applications such as sending in a CV to an employer 

(13 per cent) or engaging in door-to-door job-search (eight per cent).

Table 1. Proportion of channels used to obtain the current job (CAPS) 

2005 2006

Telling about a job Household 
member

10.5% 8.9%

Relative 11.5% 11.0%

Friend 22.8% 22.4%

Getting the job Household 
member

5.5% 3.3%

Relative 4.9% 3.9%

Friend 8.6% 9.2%

Newspaper Ad 5.5% 5.2%

Employment Agency 5.4% 5.1%

Sent in CV 6.7% 12.7%

Door-to-door 8.1% 8.2%

Through casual work 3.4% 2.4%

Family business 2.2% 2.2%
Notes: CAPS data, 2005, 2006, Compiled by Professor Rankin for CDE, 2011
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Unsurprisingly, job-seekers with different profiles often found work in different 

ways:

 • Proportionally more women found work through employment agencies than 

men. This is similar for newspaper adverts, sending in CVs and door-to-door 

applications. 

 • A higher proportion of people with matrics were found amongst job-seekers who 

find work through newspaper adverts or sending in CVs. Those who hear about or 

get a job through social networks (friends, family and household members) were 

more likely not to have matric. 

 • 60 per cent of those who found work through employment agencies had a matric. 

CAPS data also reveal that those who find jobs through employment agencies have 

amongst the lowest number of earners within the household – a sign, perhaps, that 

they had much less access to networks of people who would be able to assist them find 

work. Conversely, those who get work through their networks, adverts, sending in a 

CV, engaging in casual work, or working in a family business had a significantly larger 

number of earners in their households. As suggested earlier, these data may mean that 

employment agencies are of particular assistance to people with limited attachment to 

the labour market and limited access to employed individuals who can help them find 

a job. If confirmed in other studies, this would be an important finding as it would mean 

that employment agencies play a role in bringing members of the most marginalised 

households into the labour market. 

Conclusion

The available data help identify which firms are most likely to employ people through TES 

firms. They also show that the proportion of people in jobs at any given time who got them 

through a TES may be as small as five per cent. Both sources of data, suggest that TES 

firms may be important routes to employment for people with more tenuous connections 

to the labour market.  

These are, however, limited findings necessarily constrained by the data currently 

available. Could a data set that provides a large sample of people participating directly in 

the TES route into employment provide additional insights into the effects this route has 

on the economy and on those who utilise it? To what extent do TES firms help people who 

would otherwise be unable to do so find employment? Do workers who were recruited by 

a TES end up in better or worse jobs than they might have found on their own? The data 

we used used to answer these questions still has limitations (which are discussed further 

below) but they do provide some fresh insights which raise questions about the ways in 

which we should approach the role of TES in the economy. 

Who gets work through TES firms? 

To compare workers whose entry into the world of work is mediated by a TES firm with 

the general working population, Professor Rankin evaluated job placement data from the 

largest South African TES firm, Adcorp, and compared it with official data from StatsSA. 
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The TES database consisted of over 10 000 people registered with one branch of the firm. 

They were mostly placed in blue-collar jobs in the major cities: 56 per cent worked in 

Gauteng; 22 per cent in the Western Cape; 21 per cent in KwaZulu Natal, and one per cent 

in the Eastern Cape. CDE had complete access to the data and, while we cannot assess 

how representative it is of those who register with other branches of the company, or of 

people registering with and placed by other TES firms, we are confident that the data 

accurately represents the activities of this one branch. 

Rankin’s analysis reveals that the typical worker registering with this branch of Adcorp 

was younger than the average person with a job, and that three quarters of the workers 

in the TES sample were younger than 36. Furthermore, employment with the TES was 

the first job for 39 per cent of those surveyed. It seems, then, that this TES provides a 

significant entry point into work for young, inexperienced people.

Comparing the TES data with data about the general labour market suggests that the TES 

jobs represented in the database did not pay unusually low wages, with average earnings 

of about R3 500 per month. This is lower than the corresponding average from the official 

Quarterly Labour Force Survey (QLFS), which is R4 778. However the QLFS covers a wider 

range of employment, including those in higher paying jobs. It is, therefore, more sensible 

and appropriate to compare the median wages of both groups, since these would have 

the advantage of attaching less importance than simple averages do to employees with 

very high incomes. Median earnings among TES workers are R2 934, a figure that is nearly 

identical with the median of R3 000 in the QLFS.53

Furthermore, if a ‘good job’ were to be defined as one in which an employee earns in 

the top half of the earnings distribution for Gauteng, then 62 per cent of the TES assignees 

were in ‘good jobs’. Thus, in terms of salaries, there seems to be little difference between 

TES workers placed by this branch of Adcorp and those in other types of jobs. This is 

particularly the case when workers with similar characteristics are compared. 

There were important ways in which Adcorp’s assignees’ jobs were less desirable 

than some of their working peers’. TES assignees, for example, tend to be employed for 

considerably shorter periods than is the case for the rest of the working population. The 

average length of employment for TES workers was slightly more than six months, for 

example, while the average for a comparable population of workers is nearly three years. 

The median length of employment for people employed through TES firms, at 3,5 months, 

is lower still, while the median for comparable workers was about 2,5 years. Those for 

whom this was a first job were employed for a slightly shorter period on average than 

those that had previous employment. These data reflect the temporary nature of many 

of the job openings that these workers fill. Nevertheless, almost 25 per cent of assignees 

stayed in their jobs for a period of one year or longer. 

All of these findings, of course, apply only to the TES employees from our particular data 

set, which is taken from one TES firm. Since Adcorp is a large corporate TES, its clientele 

may not be representative of clients of other TES firms. If, for example, the clients of this 

branch of Adcorp tend to be large, capital-intensive firms, then it is likely its employees 

would be better paid than employees of other firms that may use other TES firms. We 

cannot, therefore, say with confidence that these findings apply to all workers placed by 

all TES firms, and we would not want to extrapolate these results to the rest of the industry. 
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Comparing public and private forms of job 
assistance 

To obtain insights into the differences between public and private routes into employment, 

Professor Rankin compared the Adcorp data with information from the NYDA’s JOBS 

programme. The JOBS database consists of individuals who registered with the programme 

between December 2009 and March 2011. These individuals fell into three categories:

 • those who were trained in NYDA workshops,  

 • those put forward for job openings by NYDA staff, and 

 • those who registered with JOBS but who succeeded in finding jobs without NYDA 

assistance. 

Professor Rankin and his team evaluated the characteristics of these individuals in 

terms of their age, education, location and employment status. They then provided an 

overview of the number of people who were placed in employment through the JOBS 

programme. This was followed by a systematic comparison of NYDA beneficiaries 

with TES beneficiaries. Rankin and his team drew a random sample of 735 individuals 

approximately evenly distributed between the NYDA and TES sample and conducted a 

telephonic survey of them. Respondents were asked about their current labour market 

status, how much they earned, and how long they spent searching for a job. Finally, they 

assessed what the results could tell us about the relative performance of these two routes 

into employment. 

A question of scale

A key difference between the private and public routes analysed here is their relative scale. 

In 2008/9, nearly 1 500 people found work through the JOBS programme. The TES branch, 

from which our data is drawn, claims to place over 25 000 people per day. This figure 

includes repeat placements of the same individuals. Nonetheless analysis of the records 

of this Adcorp branch indicated that approximately 1 000 unique individuals were placed 

each month.54 Monthly placements of this one branch were the equivalent of about two 

thirds of the annual placements by the NYDA,  (and this TES has 34 other branches). 

Do these programmes help people find work?

A key question to answer is whether the TES or JOBS programmes actually help people 

find work. It is a question to which it is not possible to give an unambiguous answer. 

Table 2 reports data on whether people who had participated in JOBS or had registered 

with the TES had work at the time of the interview. Overall, 53 per cent of those interviewed 

who were participating in the labour force (i.e. who either had jobs or were actively looking 

for work) were employed. There were only small, statistically insignificant, differences 

between people who had been placed by the TES or JOBS; and between those who had 

been placed by either institution and those who had not been placed in employment at 

all. Thus, among the respondents who were in the labour force at the time of the interview, 

57 per cent of those placed by the TES and 50 per cent of those placed by the NYDA were 
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still in employment at the time of the interview. However, 54 per cent of labour force 

participants who registered with the TES but who were not placed in a temporary job were 

also in employment at the time of the interview. Similarly, 57 per cent of those registered 

with the NYDA but who had not been placed also had jobs. 

Table 2: Proportion employed of those currently in the labour force, by path

Path
% of current 
labour force No.

Registered with TES but not placed 54% 70

Placed by TES 57% 245

Registered with JOBS but not placed 57% 93

Placed by UYF 50% 185

Trained by UYF but not placed 44% 57

Total 53% 650
Notes: TES and NYDA data, 2011, compiled by Professor Rankin for CDE, 2011

At first glance, this seems to suggest that there is little or no difference to one’s 

employment prospects if a TES (or the NYDA) places you in a job or if it does not: 

in all cases some 50 to 57 per cent of people interviewed during the research had 

jobs whether or not they had previously been placed. This is partly reinforced by 

noting that, except for the youngest workers (those between the ages of 16 and 24), 

employment rates for those participating in the labour force are generally higher than 

50 per cent.

Thus, except in the case of the youngest of those who registered with the TES and 

JOBS, employment rates amongst this group of people is somewhat worse than the 

national average. A qualification is important, however: since those who registered 

with a TES or the JOBS programme are likely to be people who were least able to 

find jobs on their own, it is also likely that their chances of finding jobs without this 

assistance would have been lower than the average for their cohorts. It is possible, 

therefore, that a 50 or 57 per cent employment rate actually reflects something of a 

success; that both Adcorp and the NYDA had made it somewhat easier for people 

who might otherwise have struggled to find work.

Some of the more interesting points of comparison between the group who registered 

with the TES and those who registered with JOBS are:

 • Those from the NYDA sample who received the job-preparedness training had the 

lowest rate of employment (44 per cent) at the time of the interview. This makes a 

certain amount of sense: if job-preparedness training is offered to people who are 

least well-equipped to find work, one would expect that employment levels, even 

after the training was received, would be low. Seen in this light, it is not possible to 

assess whether a 44 per cent employment rate represents success or failure.

 • While placement by both institutions is typically in temporary jobs, those placed 

by the NYDA were more likely to be permanently employed at the time of the 

interview than those placed by the TES. In large measure, however, this appears 

to have been a consequence of differences in education, gender and location 

between the two groups. An analysis that took into account the effects of these 

variables on the likelihood of a respondent’s being in permanent employment 

revealed that there was no difference between the TES workers and those placed 
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by the NYDA. Only those who were trained but who had not been placed by the 

NYDA were significantly less likely to be permanently employed. This suggests 

either that the training was ineffective or that this group of beneficiaries was 

particularly unlikely to find employment because of observed and unobserved 

characteristics.

 • Those who were placed by the TES and who were in employment when 

interviewed, earned approximately 19 per cent less than those who were placed 

by the NYDA. Again, this had a lot to do with differences in the profiles of the 

two groups, with those placed by the NYDA earning more largely because they 

were better educated than those who registered with the TES. After the effects of 

education were taken into account, it emerged, for example, that those placed by 

the NYDA in their first job earned 38 per cent less than those placed by the TES in 

their first job.

There were therefore some differences across the two groups of people, and in some 

instances, especially for first time employees, the private TES produced somewhat better 

results than the government programme. On the whole, though, there appeared to be few 

significant differences in the way the two agencies affected the employment prospects of 

those they placed. This may indicate that the government programme is doing relatively 

well. Although it has to be remembered that this programme costs the tax payer money, 

operates on a very small scale, and one third of its placements are in the public sector. 

There is little evidence in the data evaluated here that those placed by the TES firm 

studied end up in jobs that are particularly undesirable or poorly paid. What is true is that 

TES jobs tend to be temporary and short lived, which, as we saw earlier probably reflects 

the needs of employers.

Summary and key insights 

This report examined different routes into employment for young South Africans. This is 

an important topic as South Africa grapples with the causes of, and remedies for, the crisis 

of youth unemployment. Our investigation of the various routes that young people use to 

find employment has been instructive and, as far as we can tell, it is the first of its kind to 

be undertaken.  

Without comprehensive panel data, which would need to be collected over a period 

of years to permit in-depth comparisons between individuals following different 

routes into the world of work, it is not possible to produce definitive findings on which 

routes are more effective and which are least effective. We also need much better data 

on the volumes of people using various services and institutions, their immediate and 

subsequent job prospects, and the costs of offering these services. The research reported 

on in this publication had to deal with these limitations in what data is available in the 

country. To overcome these limitations we recommend more comprehensive surveys 

that follow young people as they move through the labour market, as well as much more 

effective monitoring and evaluation of government programmes.   

We began our analysis by summarising what is known about the methods people use 

to find work in South Africa. We looked at the Expanded Public Works Programme, SETAs 
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and learnerships, routes into and out of the informal sector, as well as the Umsobomvu 

Youth Fund. 

We found that the EPWP has achieved major successes in providing short-term, last 

resort employment to large numbers of people. It is widely recognised, however, that 

the programme has done very little to increase the employability of beneficiaries, and, 

therefore, has done little to improve their future job prospects. Similarly, SETAs provide 

some people with valuable training and access to job opportunities, but what evidence 

there is suggests that they may be of most benefit to people who are most likely to find 

employment, even without any assistance. Accessing learnerships, it seems, is easier for 

people who have the same set of characteristics that also make them most likely to be 

employed. 

The informal sector appears largely to be a trap for young people. It is difficult to 

transition out of the informal into formal sector employment, and evidence suggests 

that young people only take informal jobs as a last resort. The UYF programmes have 

tackled the unemployment problem from a number of angles, including the provision of 

training to make young people more job-ready and creating links between job-seekers 

and potential employers. It is impossible on the basis of existing analyses to assess the 

effectiveness of these programmes, but CDE’s analysis of the JOBS data does show that 

this programme, now run by the NYDA, is helping some young people into jobs.

CDE’s investigation of the data gleaned from the World Bank Investment Climate 

Assessment and the Cape Area Panel Study, looked at in conjunction with the data 

obtained from a large TES company and the NYDA’s JOBS database has produced 

important insights. At the very least, these reveal a much more complex picture of the 

impact of registration with TES firms on job-seekers’ prospects than the one drawn by 

either the supporters or the opponents of labour brokers. 

We find no evidence that either the JOBS programme or the TES firm which provided 

us with access to its data are placing people in jobs that are markedly less desirable than 

is typical of the economy as a whole. It is true that the assignees from Adcorp typically 

worked for a shorter period than is usual in the economy (a fact that says more about 

employers’ needs than about the TES firm), but there appeared to be no evidence that 

wages were significantly lower than was typical. Other notable findings included: 

 • Some employers – especially those who run large, capital intensive firms and 

employ some low skilled workers – rely more heavily on TES firms than others. 

 • The services that TES firms provide appear to help companies grow and to 

compete globally.

 • Much of the reliance on TES firms reflects seasonality in demand for labour, but 

also reflects broader international trends towards more flexible (and temporary) 

forms of work.

 • The evidence suggests that the TES jobs we surveyed are not much different from 

other jobs except that they are temporary.

 • As routes into employment, TES firms may have important advantages. In 

particular, they appear to be of use to unskilled, inexperienced workers whose 

connection to the labour market is particularly tenuous. In this respect, TES firms 

may help bring excluded households and workers into the economy; in so doing 

they help make our economy more inclusive. In effect they help to democratise 

job search.
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Given South Africa’s 
unemployment crisis, it 
is vital that the linkages 
between available jobs 

and job-seekers from 
all backgrounds be 

effective and efficient

Concluding remarks

Whether in times of recession or rapid growth, modern economies need to be flexible so 

that they can cope with the ever changing opportunities, needs and demands that emerge 

from participating in a globally connected economic system. Professor Rankin’s research 

reveals that South African companies that are expanding and those that are accessing 

global markets rely more heavily on temporary employment than others. Such companies 

are precisely the ones we need to encourage if we want to bring about a rapid expansion 

of employment opportunities.

Given South Africa’s massive unemployment crisis, it is vital that the linkages between 

available jobs and job-seekers from all backgrounds be as effective and efficient as possible. 

And that these linkages help those work-seekers without family or other connections to 

the workforce. 

It is important to recognise that, in and of itself, improving the efficiency and effectiveness 

of these institutions will not solve the crisis of unemployment. Far more important, in this 

regard, is ensuring that many more jobs are created. 

Nevertheless, broadening access to available opportunities (especially to young, 

unskilled and inexperienced job-seekers, most of whom come from poor households), 

must be one component of the fight against unemployment. Getting this right may not 

dramatically increase the number of people in employment at any given time, but it 

could lower employers’ costs of finding suitable employees and work-seekers’ costs of 

finding work. Improving the efficiency of the labour market in this way would help reduce 

unemployment on the margins.

There are many ways in which temporary employment is not as desirable as a 

permanent, formal sector job. Permanent work offers more security and more clearly 

defined opportunities for advancement than temporary work does. It allows people 

to borrow money and plan more effectively for their futures. Because the immediate 

supervisors of temporary workers may not feel as accountable for their performance 

as they might for that of permanent employees, they might spend less time and energy 

in helping these workers to grow. However temporary employment is better than no 

employment at all. The skills and experience that workers gain from temporary jobs 

improves their employability.55 It also may help people with very weak connections with 

the labour market begin to develop networks which may help them access employment 

opportunities later. Across the world, there is growing evidence that more and more work 

will be of a temporary kind. This is a global trend driven by technology and costs which 

will be difficult – and expensive – to resist.

Temporary employment services firms are not the most important route into 

employment in South Africa, but they do help a significant number of people, especially 

young, inexperienced workers and those who have the most tenuous connections to the 

labour market. 

These firms have become controversial in South Africa today, and there are many that 

would seek to have them closed. The CDE research reported in this document indicates 

that closure would result in costs and consequences that many currently participating in 

this debate may not have considered. 

Critically, if – as our research indicates – TES firms are a vehicle that people least 

connected to the labour market are able to use to access jobs, this must be factored into 
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the policy debate. Those who argue for an outright ban of labour-broking need to ask 

themselves whether whatever gains they think may accrue to the already-employed is 

worth the cost of reducing access to the labour market – and the economy – for those who 

are most excluded. South Africa needs to deepen and broaden the links that unemployed 

and marginalised people have with the formal economy. Closing down vehicles that 

increase access should not be a serious option.
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