The challenges of youth unemployment: The case for the informal sector as a potential engine in creating sustainable livelihoods.

By Memezi Nyoni

Of all the scourges afflicting the world today, perhaps the one accorded the least attention is that of youth unemployment. As yet there has been no major co-ordinated global effort highlighting the issues surrounding the unemployment of young people throughout the world.  The disparities in wealth are at their widest in history, while the select few are controlling the majority of the earth’s resources, both natural and financial, the greater part of the world’s inhabitants are living in abject poverty. It is at this point interesting to note that the bulk of the world’s population which has the highest exposure to poverty is its youth. This exposure is mainly in the form of unemployment. It is with this background that this paper will try to explore the various issues surrounding youth unemployment and will try to put forward possible solutions to this problem. There will be particular focus on the informal sector and the potential it has in alleviating youth unemployment and in the process creating sustainable livelihoods. Most importantly the paper will seek to outline the importance of a campaign for global action in seeking to effect sustainable livelihoods for half a billion young adults by the year 2012. 

Youth Unemployment Defined

The concept of unemployment is not one that is readily definable in today’s world where the coexistence of a formal economic sector with an informal one is a prevalent feature in most third world countries. This coexistence narrows the concept of unemployment to those who can afford to look for work.

Youth across the world might face the same issues and challenges pertaining to unemployment, but then these manifest themselves differently depending where on the North-South divide the young people fall. For instance, young people from wealthier parts of the world have more opportunities at advanced, career oriented education than their counterparts from poorer countries. This inevitably equips those from richer nations more as it makes them more marketable in their respective countries job markets. Youth from developing countries, who happen to be the majority of the world’s young people, on the other hand, have less opportunity. This is based on a number of factors, chief of which might be the state of the economies these young people find themselves in. The formal economy in most developing countries is very small and underdeveloped such that it can never accommodate all skilled, trained young people. This inevitably leads to the formation of a vibrant parallel informal sector in these economies. In these instances therefore, unemployment in the sense of active job seeking is an extravagance that only the better off with wider choice at their disposal can afford.  As many school leavers in these economies cannot afford the extended time needed for an effective job search, they are forced to work in lower paying jobs to make ends meet.
 This can be defined as underemployment. An example of this would be of a young person with a Masters in Chemical Engineering not being able to find a suitable job in the engineering field such that they end up teaching high school chemistry. In this instance the engineer is not classified as unemployed as he is gainfully engaged teaching high school children, yet his full potential is not utilised by the economy he is in as he cannot fully utilise his skill as a chemical engineer due to a shortage of such jobs in the economy he finds himself in. He is thus underemployed. 

The informal sector and youth employment

The informal sector has been defined as a combination of very small – scale units producing and distributing goods and services. It consists largely of independent, self employed producers in predominantly urban areas of developing countries, some of whom also employ family labour and a few hired workers. Most of the world’s young are employed in the informal sector where job security is less and the flow of income therefore insecure. Yet this sector rarely gets mention in official reports about employment, or does it feature when facts and figures about economic growth are computed. Only recently has the importance of the informal sector been recognised, though attention to this sector is mostly limited to academia. This is probably due to the general stigma attached to the informal sector with most people referring to it ,in most instances mistakenly, as the Black Market, or the Black Economy. The inference here is that the informal sector is where most criminal activity is transacted. Admittedly there is a presence of crime in this sector, but it has to be stated that crime is not the mainstay of this sector of the economy as most people who are actively engaged in it are trying to make ends meet. In short, economic necessity forces most people to engage in the informal sector. 

It is perhaps interesting to note that at least 29% of the labour force in Zimbabwe is employed in the informal sector.
 It has also become clear that informal sector activities make a significant contribution to poverty alleviation. Though it has to be pointed out that most informal sector actors live in poverty, except those whose households have support from members employed in the formal sector of the economy.
 The informal sector offers incredible potential in improving the livelihoods of unemployed young people as it is the first port of call for young people to exercise their enterprise. This is more true if governments implement policies designed to nurture informal sector players through the provision of training courses on how to manage businesses more effectively and how to successfully seek finance for your enterprise. Government can also set up a micro credit scheme directly aimed at young people engaged in the informal sector. It should, however, be stressed that informal sector employment creation is no panacea. Informal sector enterprises are characteristically low – technology activities, with a high turnover and a short life span. Pay here is lower than in the formal sector and there is no safety net in the form of pensions or access to medical aid schemes. Most participants in this sector are unable to find formal sector employment.

The Informal sector as an arena for reducing youth unemployment

At this point, it is pertinent to ask the question: What then is the potential of the informal sector in reducing poverty and unemployment levels in an economy? As has been stated, the little income which accrues to owners of informal sector enterprises goes a long way in alleviating poverty. Most significantly though is the fact that this sector does not need a lot of money to kick start it hence more people can benefit from the little resources available. But perhaps the most important aspect of the informal sector is that it presents opportunities for government, NGO’s and business to assist and develop individuals who have had exposure to business through their informal enterprises. The major actors (government, NGO’s and business)  will not need to start from scratch in their quest to teach better business methods, they can tap into the existing informal sector enterprises and just help them to become more efficient and meet the demands needed to participate in the formal economy. In the long run, such an initiative will see the increase in formal sector enterprises and hence more secure employment. The informal sector is for most young school leavers the only option in terms of employment opportunities. In the case of Zimbabwe, between 200 000 – 300 000 school leavers enter the job market annually when the formal sector can absorb only 20 000 – 30 000 new entrants.
 These figures again highlight the inability of the formal sector to absorb increasing numbers of people coming into the labour market and show the increased importance of the informal sector as a source of self-employment. 

There are various ways in which government and other stakeholders can ensure that informal sector enterprises become more stable and hence valuable contributors to a country’s economy. The Zimbabwean government, through the Minister of State responsible for the Informal Sector, has come up with a few innovative ideas to close the gaps between formal and informal businesses. It has actively sought to promote complimentary relationships and linkages between the formal and informal sector. The Ministry, after conducting a survey, found that the main steel company in Zimbabwe, ZISCO Steel, produced all the steel used by informal businesses in Zimbabwe. The Ministry then set up a meeting between ZISCO and a number of informal business people involved in the steel industry. At the meeting it was decided that a number of clusters be formed whereby common tasks such as marketing and distribution would be undertaken on behalf of all the informal steel industry players. It was agreed that distribution centres be opened in each town’s economic zone and at growth points and that these be run commercially by local entrepreneurs. Transport was also arranged for these distribution centres as well as to market places . The Ministry identified that there was a dire need for training, financial and marketing support at each of the levels identified above. This led to a decision by both ZISCO management and the Ministry arranging a business management workshop to be sponsored by ZISCO for sixty participants from the informal sector from 23 to 24 May 2002.

The South African example

At this stage a more practical perspective on the challenges of youth employment will be shown by presenting the findings of a study conducted in South Africa on the condition of its young people in 2000. The Community Agency for Social Enquiry (CASE) was commissioned by the Royal Netherlands Embassy to conduct a survey on youth in South Africa. The ensuing 2000 study is an appraisal of living conditions, opinions, attitudes lifestyles and expectations of South African youth and provides an accurate and up-to-date picture of young South Africans.
 2 500 people, and 20 working groups aged between 16 and 34 years were the respondents to the survey. The reason this study is pertinent is that it revealed that of the major concerns among youth, unemployment ranks as number one, as 41% of young people stated it was their primary concern as compared to 14% for crime, 11% for HIV/AIDS and 10% for money. From this study the paper will narrow its focus only on issues relating directly to youth employment namely, unemployment, skills and training, access to and ability to use computer technology, and SMME’s.

Unemployment

It should be interesting to note that when asked of their current work/study status, 41% of respondents said they were unemployed. The study points out that this figure represents 62% of all economically active youth. The term “economically active” excludes young people who are studying, homemakers and those physically unable to work etc. 
 On further examination of this figure the variations in unemployment rates of different groups is evident. At the lowest rung of the unemployment ladder are white men at 3% for those with post-matric education, to a high of 63% for African women with matric level education. Matric is the last year of high school in South Africa. The groups with the highest levels of unemployment are:

· Africans (46% compared to 7% among white young)

· Women (46% compared to 33% among young men)

· Rural youths (48% compared to 35% among urban youths), and

· Those with primary education or less (53%)

Sub-groups with particularly high levels of unemployment are African women (52%), rural women (54%) and under-educated women (60%).

Most of those looking for a job rely on informal mechanisms

· personal contacts 


=
13%

· door-to-door



=
13%

· employ. agencies/Labour Dept.
=
5%

45% of respondents said that the reason for youth unemployment was because there were not enough jobs, particularly in rural areas (50%).

31% of the youth in formal urban areas mention lack of experience, whereas 26% mention lack of skills.

About three quarters of youth were not knowledgeable on issues of employment services (e.g. job searching skills, interview skills or hands on training), offered by either the government or their communities, with unemployed youth showing particularly low levels of awareness. The irony is that those in most need of the services, unemployed youth, were the ones least aware of them. The study pointed out that these low levels of awareness aren’t to be seen as apathy on the part of young people, but are more likely to reflect the shortage and inadequate promotion of such services.

The results of this survey point to the fact that there is a significantly low number of young South Africans who are formally engaged in the mainstream economy. It would therefore be safe to assume that the majority of the youth are then absorbed into the informal sector. It would be difficult to come up with a reliable figure as to how many young South Africans are engaged in the informal sector as jobs here are very unstable and they can be moving from one informal enterprise to another. The fact that most of the youth in the survey used informal mechanisms to look for jobs means that quite a significant number of them might have been employed in the informal sector. As in most cases these informal contacts are with family members or distant relatives, a young job seeker might easily be offered work helping out in a relative’s informal enterprise.

Skills and training

The survey made it clear that South African youth are aware of the need for adequate education and also realise that lack of skills and experience are obstacles to securing employment. In this segment South African youth made it clear that there was a need to improve their education to better their chances at being employed. 25% stated that government should make efforts to encourage unemployed youth to improve their education, 17% stated that the government should provide better quality education. Interestingly, of youths with post-matric education, 35% emphasised improving education and 24% stressed the provision of better quality education as compared with those with lower educational qualification of which 17% said they would improve their qualifications and 10% said that the quality of the education provided ought to be improved.
 

The table below illustrates desired training opportunities, by race

	
	IT related
	Academic
	Practical

Technical
	Business

Clerical

	African
	       10%
	      12%
	      54%
	      17%

	Coloured
	       21%
	      11%
	      40%
	      23%

	Indian
	       21%
	       21%
	      23%
	      32%

	White
	       19%
	       19%
	      33%
	      28%

	Total
	       12%
	       13%
	      51%
	      19%


From the table it is evident that most respondents are keen on gaining more skills of various sorts, mainly practical ones like sewing or bricklaying (51%).  54% of African youth, especially in the rural areas, are most likely to be interested in practical skills, although this may reflect different job and education opportunities in rural and urban areas rather than preference.
 

Access to and ability to use computer technology






A computer


The Internet


	Race
	Sex
	Access
	Use
	Access
	Use

	African
	Male
	21%
	18%
	9%
	6%

	African 
	Female
	18%
	16%
	7%
	4%

	Coloured
	Male
	42%
	46%
	19%
	18%

	Coloured
	Female
	28%
	34%
	14%
	14%

	Indian
	Male
	65%
	83%
	37%
	53%

	Indian
	Female
	40%
	63%
	17%
	23%

	White
	Male
	89%
	92%
	71%
	78%

	White
	Female
	86%
	90%
	61%
	64%

	All Youth
	
	27%
	26%
	15%
	13%


In this table it is encouraging to note that over a quarter of the respondents have access to (27%) and can use (26%) computers, particularly in today’s world where technology plays a crucial role in the job market. It should, however, be noted that there is immense room for improvement of these figures. Most disturbing about this finding is that the people who need technology the most because of high unemployment rates and lack of job related skills – African and rural youth – have the lowest rates of access.

Small Medium and Micro Enterprises (SMME’s)

It is widely believed that the development of SMME’s is essential in the fight against unemployment in conjunction with job creation in formal employment. 

The responses to the survey with regards to SMME’s are as follows:

· 78% of youth believe that self-employment is a good way to earn money

· 33% of young people have ever tried to set up their own SMME

· 87% of white men and 81% of African women are most likely to believe in the financial potential of self-employment

· 34% of African men and 38% of African women are most likely to have tried to set up an SMME at some point.

· 51% of those who attempted to establish their own businesses said these failed

· African men at 50% and African women, 54% were significantly more likely to say that their SMME had failed than members of other population groups

· 40% of the respondents considered lack of money to be the primary reason their enterprises failed

· Other factors contributing to the failure of SMME’s were said to be too much competition (22%) and lack of business skills (14%).

· 32% were prevented from starting an SMME due to lack of funding.

It is highly probable that SMME’s are often created by economic necessity rather than free choice.
 Due to this fact, it can be argued that most SMME’s which the youth attempt to start will probably be in the informal sector. Most of the youth who attempted starting their own SMME’s had little if any knowledge about support programmes in the form of training courses. Such support is crucial in helping youth set up viable business systems which will in the long run help formalise their enterprises and integrate them into the formal sector of the economy and all its benefits. There needs to be a concerted effort from the South African government’s Department of Trade and Industry (DTI) to inform young people of the programs and systems in place to develop and implement SMME’s. Most young people are forced to start enterprises with very little information about available support structures and this in turn contributes to the high failure rates of most enterprises. For instance, South Africa established the Usombomvu Fund to fund young people’s initiatives and boost employment, yet very few young people are aware of the funds existence. Since lack of funding is a major cause for SMME’s failing it is essential that such institutions as the Usombomvu Fund be marketed more widely amongst young people.

The potential of SMME’s in boosting economic growth has been touted for most part of this decade. The advocates of SMME’s usually point out how cheap it can be to set up SMME’s as compared to trying to set up whole industries from scratch. This is probably due to the fact that most SMME’s are in the informal sector where start up costs are usually not very prohibitive and the little resources which the state has can be channelled to a greater number of people. SMME’s also have the potential for innovation, flexibility and rapid development and can therefore provide solutions to unemployment problems.

Possible solutions to youth unemployment

 Perhaps the most important factor in ensuring the success of youth unemployment programs is ensuring that young people are involved in every process of the initiative, from design and planning, to implementation. There should consequently be an increase in the participation of youth in national structures that are put in place to combat issues affecting them, for example, if a government sets up a structure addressing Youth Employment, a young person should sit in the structure. This is the only way in which young peoples voices are to be heard. Other possible solutions are as follows:

· Skills which are readily useable in the economy, at all levels. This is, of course, augmented by there being a relevant education system to equip youth with such skills. 

· Raising awareness in youth of the options available and schemes already in place. Here, the proposed Global Knowledge Resource of the Youth Employment Summit would be immensely valuable as there would be a ready data base with most of the pertinent information a young person would need.

· Relevant vocational guidance, this being an important bridge between the school gate and the workplace. School leavers need to be made aware of the options within their reach so that they don’t leave school clueless of the opportunities before them.

· Increased focus on education by governments. It is widely accepted that there is an inextricable link between high levels of education and high chances of attaining gainful employment. Governments should therefore prioritise their budgetary resources accordingly. For example South Africa spends 7% of its GDP on education, India 3% and Zimbabwe 5.4%, yet the measurable output of this spending differs starkly as South Africa’s is the lowest of the three even though it spends more (as a percentage of GDP).

· Greater private – public partnership. The burden of resolving youth employment issues normally rests with public institutions such as government (at its various levels). The sheer magnitude of the problem means that public institutions cannot go it alone but need all the help they can get. Oftentimes, the people most capable of assisting are the private sector as they already posses firsthand knowledge of the way enterprise works.

· Perhaps most significantly, it should be remembered that youth employment prospects depend on general employment growth. Countries therefore need to have a policy and strategies in place to stimulate employment growth across the board before thinking particularly about solving youth unemployment.

Conclusion

The prevalence of youth unemployment today is very ironic as never before in the history of man has there been so much wealth. The fact that this wealth is held in very few hands, should force us as responsible citizens of the world to come up with sustainable solutions to improve the livelihoods of the vast majority of the worlds poor, mainly unemployed young adults.

In the quest to alleviate the problem of youth unemployment, the paper has attempted to argue that in order for our solutions to work, we must enhance efforts that are already in place to reduce unemployment. Hence the deliberate focus on the informal sector. This sector of the economy presents great hope as it is already populated by very tenacious individuals who need assistance in the form of capacity building and skills training to enhance productivity. The Zimbabwean example of the strategic partnership between the Informal Sector Ministry and the country’s largest steel producer, ZISCO Steel, shows that public – private partnerships have great potential in improving the efficiency of the informal sector and making it a viable vehicle for poverty reduction.

At the very least, a successful YES 2002 campaign will help the world focus on the inequities evident in the immense gaps of wealth, but better still, encourage those who are able, particularly those in a position of influence to come up with and initiate viable solutions to the problem of youth unemployment. 
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