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From austerity to prosperity:
rethinking spending for growth

® The state must increase investment in infrastructure for the social value and jobs it can create

Duma Ggubale,
Kiristal Duncan—Williams
and Clotilde Angeluced

ur population s
mainly voumng,
One in two
young South
Alricins is
unemploved. As the medium
Lo baschged policy staterment
apmoaches. the coll for
‘economie growth has never
hiesn miore pressing. but we can
do more with what we have

With less than 1 GDP
growth expected this year, $4
leelers between economic
recovery aned stapmation. While
the Cowid-19 pandemic exposid
the deep inequalites
permeating our society, i also
showed our naton’s abiling 1o
vl oust o i of interventions
Uit iy Tevitalise ot eoononmy
while providing dignity 1o our
Cilizens.

It i against this backdrop
that we must kook at our
potenitial SA Is a vouthful
comniry, with A2:3% of the
popudarion younger than 25, Bul
half ol yoang South Africans e
unerngloved, and their Bved
experiences refect systemic
harriers that keep them locked
out of the economy.

[rata shows that SA struggles
tor create johs Far young people.
OF the TEA OO0 jols created
owerer the past year only 45,000
wenl o those younger than 25,
Because of the posilive
correlation between GDE and
employment. there i criteal
urgency to rethink government
spending and realign our
potential with the right
PesOTCEs, 10 promote grovwih

W must do so by retaining
il stremgthening our basket of
inderventions to buikd a scaffold
of support that enabiles young
peonple toengage with and
comitribate 1o the e ket

ihe soctal relief of distress
[SRD) grant and presidential
employmient stimubes (PES] -
while incressing imestment

spending. which can increase
GOP growth,

SA is the most unequal
country in the world, with half
the population living in poverty
Thiss has an economilc effect A
2022 survey by Youth Capital
expased (e readiny that cight in
10 voung peophe rmust choose
between buying food and
looking for wirk. However,
International research reveals
that social protection and
targebed cash transfers play a
feey robe in peducing inequaliny
and alleviating poverty while
promoting bour market
panticipation. The SRD grani can
therelore play a key rale in
promioting soclal stability,

The grani was laenched in
March 2022 an the onset of the
Cowvied -1 lockdowns, and inital
evidence shows it isan
imvestment in our social fabric,
sugaponting fmilies 1o put food
on the tabde. In 54 the SR gramt
his enshled individuals o
ergage in economic activities by
subsidising job-seeking,

o capital o grow shie
hiesthes. and even helping
inforrmal trader businesses
survive. Dividends from such
support ripple throaghout our
society, reducing poverty and
hoosting consumer spending in
locl economies, These are
essential ingredicnts that
ubtirnadely stinmdse economic
growth

Buiilcing on the evidence and
lessons of the emplovment
programmes under the
Expanded Public Works
Programms the PES. was
established In response 1o the
recession after the lockibowns.
The scade of the programime s
ungrrecedented with te

OF THE 784,000 JOBS
CREATED IN THE PAST
YEAR, ONLY 45,000
WENT TO THOSE
YOUNGER THAN 25

Struggling to
warm: Every
day there

ale young
people in SA

who ane
confranted
with poar
infrastrcture,
resulting in
them being
geographically
and digitally
cut off from
economic
opportunities
/Unaplsh/Den
Huarson

stimulus creating more than 1-
rillon shaort-term opporunities
fromn the end of 2020 1o
October 2022,

The stimulus valved a
braed list of government
departments, with seciors from
education o social employment,
agriculiure and the creative
sactor. [t was bold in trgeting
voung peopde, for the majorty of
whom the programime
constituted their first-over work
experienoe. The programimes
were praidd al nitional minimum
wage and inclhuded on-the-job
training and skills transfer;
SO participants reparied
using the experience to fund
their side hustle, while others
leveraged work experience for
their nest steps.

Youth Capital's analysis
confirms that fumre versions of
the programime need o inciude
design improvements such as
monitoring and evaluation,
Increased acoess fo irainkng and
diversificed exil pathswas.
Diespiter these recommendations
the PES is a step in the

vight direction
SAs infrastructure s in dire

meed of repalr, Every day, voung
people share the challenges
they face dise i poor
infrastruchure — geographically
and digitally cut off from
eronomic opportunithes and
strugging bo arm an income,

Berayse of the link berwesn
ecomomic infrastrociure and
econamic growth, we urgently
st b eliveert funels o
miprove this.

Gross fived capdtal formuthon,

a measure of investment in the
econonty, collapsed 1o 14% of
G In 2022, far bedow the
Matinnal Developrment Plan
[NDP) fargeet of 301%, Public
Ivestment by the government
arnd state-owned compeanies
ws 4% ol GDP in 2022, also far
below the KD target of 10
The governmsent st
Increase iis invesiment in
Infrastruciure, ko the sockal
value it can create and its high
G and employiment
rmultipliers. Such spending
creales jobes [or many people

with relatively ki levels of
education and supports the
private Sector Wil Pesources in
grow thedr business and create
CTIpOY eI

5S4 s it the crossrods.
Growth, nod debt consolidation.
st b considered the natkonal
pricwity. Public sector
expendiure can unlock our
potential by enabling economic
and socioeconoimic
development, subsidising
individusls transitions ingo the
Labour market while stimukating
economic demand and
holstering commumity
development.

Prosperity in 54 s within
resach, bt o achieve it we need
10 refonk the role that deb
consofidation plays. Ifour
eronory doesn't grow, the
Future of our country is gt stake.

@ Cigubuile s research associnte
at the Social Pollcyy Inttictive.
ke Dupcan-Wiliams mad
Angefuced are project fead qrd
communicetion & netior lead
respectivey al Youlh Capital
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