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1. INTRODUCTION  

 Disproportionally high youth unemployment is a defining characteristic of 
South Africa's unemployment challenge. 

 Government commitment to prioritising youth in terms of job creation 
objectives has been noted in several strategy frameworks and policies 
including the National Youth Policy for 2015 to 2020, the New Growth Path, 
DTI Industrial Policy Action Plan, the 2011 Skills Accord and 2013 Youth 
Employment Accord. Concern that large numbers of youth are not 
contributing to the productivity of the country. 

 The key aim of our analysis is to shed light on the characteristics of firms that 
have greater propensity to employ young people. 

 The ultimate aim of the study is to obtain insights as to where policy efforts 
to intensify youth absorption into employment should be focused. 

 Data used are from the South African Revenues Services & National Treasury 
(SARS-NT) administrative tax data. Employment panel from IRP5 tax data 
merged with NT CIT-IRP5 panel from 2010 to 2014 for firm characteristics. 
Panel data analysed using Probit estimator, explored OLS (results not shown) 

 Y = is a binary variable where 1 = firms with 50%/70% or more youth aged 15-
34, 0 = otherwise. X = different firm characteristics (firm age, firm size, trade 
status, labour costs, industry sector, learnerships). 
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2010 2011 2012 2013 2014
15-34 37.99 41.99 44.03 44.49 54.77
35-64 62.01 58.01 55.97 55.51 45.23
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Tax year

Youth employment

0 1-5 6-10 11-20 16 - 20 21 - 25 26 +
15-34 49.42 47.21 40.99 35.66 32.67 31.37 32.88
35-64 50.58 52.79 59.01 64.34 67.33 68.63 67.12
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Firm age

Youth employment and firm age

R1-R10,000 R10,001-R100,000 R100,001-
R1,000,000

R1,000,001-
R10,000,000

R10,000,001-
R100,000,000

R100,000,001-
R1,000,000,000 R1,000,000,001+

15-34 38.02 37.64 38.09 42.12 45.27 47.07 44.97
35-64 61.98 62.36 61.91 57.88 54.73 52.93 55.03
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Gross sales

Youth employment and gross sales

Agriculture
/Forestry Mining Manufacturin

g Electricity Water supply Construction Wholesale/Re
tail

Communicati
on

Finance/Insur
ance Real estate Professional/

Scientific Public admin Other
services Other

15-34 41.06 38.42 40.85 40.61 42.42 41.25 43.78 47.91 38.2 29.29 43.42 37.55 45.52 33.95
35-64 58.94 61.58 59.15 59.39 57.58 58.75 56.22 52.09 61.8 70.71 56.58 62.45 54.48 66.05
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Industry sector

Youth employment in industry sectors

No training expenses Training expenses
15-34 41.13 48.63
35-64 58.87 51.37
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Firms with training expenses

Youth employment and training expenses

Import only Export only Import and
Export No trade

15-34 40.87 38.69 40.57 41.3
35-64 59.13 61.31 59.43 58.7
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Trade status

Youth employment and trade status

1-5 6-10 11 - 50 51-100 101-500 501-
1,000 1,001 +

15-34 34.38 43.07 46.05 49.78 51.14 52.65 51.37
35-64 65.62 56.93 53.95 50.22 48.86 47.35 48.63

0
10
20
30
40
50
60
70

Pe
rc

en
t

No. of workers

Youth employment and firm size

R1-R100,000 R100,001-
R1,000,000

R1,000,001-
R10,000,000

R10,000,001-
R100,000,000

R100,000,001-
R1,000,000,000 R1,000,000,001+

15-34 33.42 40.85 45.53 47.33 42.34 54.17
35-64 66.58 59.15 54.47 52.67 57.66 45.83
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Youth employment and labour costs

3. METHODOLOGY 

 Edwards et al. (2016): South Africa. Mtd: OLS with fixed & time effects; Y = 
firm characteristics (firm size, capital-labour ratio, wage per worker, labour 
productivity). X = dummy variables for exporter only, importer only, 
exporter and importer, importation of intermediate goods. Find: Firms that 
trade ↑ employment; ↑ K; ↑ W; ↑ VA; Importers > Exporters 

 Page and Soederbom (2015). Ethiopia. Y = total employment. X = firm age, 
firm size, region, productivity, wages. Find: Same net jobs for small & large 
firms; small have ↑ employment turnover & ↓W 

 Ouimet and Zarutskie (2013): USA. Mtd: OLS with fixed and time effects; 
Probit. Y =  fraction of employees in age categories, fraction of new hires in 
age categories, log wage per worker in age categories. X = industry, firm age, 
firm size, private vs public firms, location, receives venture capital financing. 
Find: Young firms ↑ employment; ↑ wages  

TABLE 1: PROBIT RESULTS 

dy/dx for factor levels is the discrete change from the base level. *** p<0.01, ** p<0.05, * p<0.1 

 Older firms are less likely to employ youth relative to younger firms, whilst 
medium to large sized firms have more youth compared to small businesses.  

 ICT, retail, and services sectors are more likely to employ younger people 
compared to public, mining and agriculture sectors. 

 Firms registered with SETAs for learnerships are likely to have more youth, 
whilst firms investing in R&D are less likely to employ youth. 

 Both importers and non-traders are more likely to employ more young 
people relative exporters. 

 High labour cost firms are less likely to employ young people. 

TABLE 1: PROBIT RESULTS 

5. KEY FINDINGS 

 The relevance of the study is in relation to identifying firms for the design 
and targeting of interventions such as the youth wage subsidy and the 
employment tax incentive (ETI).  

 The relationship between labour costs and the likelihood of a firm employing 
more youth lands support to the latter. However, the performance of the ETI 
thus far might suggest that targeting firms with a greater propensity to 
employ younger people might enhance outcomes. 

 With respect to firm age, younger firms need support as they employ more 
youth (SMME development) 

 Firms need incentives to retain youth once learnerships are completed.  
 Consistent with available evidence, the link between learnerships and the 

propensity of employing young people is affirmed, further highlighting the 
importance of Sector Education Training Authority reforms. 


