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data allows us to see the effect of micro characteristics on unemployment in a
dynamic setting. We will use the panel to analyse the impact of 2002
characteristics on 2004 outcomes, thus giving a more nuanced picture of the
functioning of the yvouth labour market.

Although our dataset is restricted to the Cape Town area, which some may argue 18
not typical of the rest of the country, the richness of the data clearly compensates
for the limited geographic span of the study. The Cape Area Panel Study is
described in greater detall in the next section, along with a description of the
School Register of Needs,
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8. Conclusions

The high and growing unemployment level In Scuth Africa cannot possibly be
sustainable. More and more people enter the labour market each year and a large
proportion of these are school-leaving vouth. This results in young people being
disproportionately affected by unemployvment. In our sample, only 41% of young
people who were no longer in school were employed. The shift in the economy from
orimary to secondary and tertiary sectors has resulted in skills biased growth and
an increase in the demand for highly skilled labour at the expense of those at the
lower end of the skills spectrum. Those who are competing for low skills jobs are
therefore particuiarly vulnerable,

Twelve vears after the democratization of South Africa, the importance of race and
gender in determining employment has not diminished. The results from both the
cross section and the dynamic analyses confirm that race and gender are important
determinants of employment in Cape Town. There are many factors that feed into
this result, and one is best advised to be cautious in interpreting these results as
lahour market discrimination,

Household income is cited in the literature as being important for making available
resources that can facilitate search activities. The benefits of having other
emploved people in the household have also been emphasized, particularly with
regard to access to labour market information. The findings from the cross—section
analysis confirm the importance of these factors. In the panel regression however,
where we control for search and employment in the previous period, we find that
searching or being emploved in 2002 is an important determinant of employment
two years later. Household income and the presence of emploved adults in the
household are no longer significant. Therefore, given the fact that one was already
searching or employed, household income and the employment status of others in
the household are not important in determining emplovment two years down the
line. Passive methods of search, which are emploved by discouraged workers who
probably rely on information from others regarding job opportunities, are not
effective.

The results regarding quantity of schooling are in line with human capital theories
that suggest that more education should result in better labour market outcomes.
We find that years of education and in particular a matric qualification, are really
important in the low skills environment that our sample would typically find
themselves in. Guality of education however, has not proven toc be as important as
expected. This however, does not mean that quality is not important. One needs to
bear in mind that quality of education is notoriously difficult to measure, and our
measures, while in line with those often used in the literature, may not necessarily
be the most precise way of capturing quality. Further research into this area would
definitely shed more light on the issue.
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While the LNE scores were not significant in this analysis, upcoming work by Lam
and Leibbrandt suggests that the biggest impact of these LNE scores is in
determining progess through school. It could be the case that the people in our
sample, most of whom failed to complete their high school education, left school
because their progress was hindered by poor numerical and language skills. The
impact of the LNEs was most significant at that stage, and not in determining
employment once one has exited the schooling system.

The most vivid story thal comes from the panel analysis is the importance of
previous labour market states in determining employment. The results suggest that
labour market states are to a certain extent entrenched over time, particularly for
those who are emploved and those who are discouraged or out of the labour force.
Those who were previously employed remain employed or find it easier to secure
employment later. There is a payoff to searching as those who are actively
searching are more likely than their passive counterparts to be emploved in
subsequent periods. Household characteristics lose their importance in the dynamic
setting. While household socio—economic conditions may establish whether or not
one is able to search for employment, once that is determined, they cease to be
significant determinants of employment.

The research into vouth unemployment has not been exhausted. The issues around
race and gender inequalities need further exploration, as do those arcund quality of
education. There could also be more work done to compare those with high school
qualifications to others who have continued on to further education. This would
give a broader picture of the entire labour market in which voung people are
operating and cempeting for employment. This will be possible as more waves of the
CAPS become avallable over time. The literature on vouth unemployment would
also henefit from a national panel study of youth and their labour market
experiences. This study focuses on the Cape Town area, hut the problem of youth
unemployment is a national one, and needs to be addressed as such.
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