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This study investigates the role of downstream iron, steel and metal 

manufacturing co-operatives in job creation and poverty alleviation in 

Boipatong. Just over half of the population in Emfuleni live in poverty. 

Approximately 96 percent of the poor in this area live in the townships 

(Slabbed, 2001). The greatest need for poverty alleviation is therefore in the 

townships. 

Unemployment is considered to be one of the major causes of poverty. 

Finding solutions to the problem of unemployment can therefore be of great 

help in reducing poverty. This study provides a detailed discussion on the 

theories of unemployment and poverty. 

This study also defines and measures unemployment and poverty, and 

provides a profile of the poor in Boipatong. The poverty line (household 

subsistence level), the headcount index, and the poverty gap are used as 

tools to measure poverty. This profile is compared with the findings of a 

similar survey in Bophelong, with the aim of the comparison being to 

determine the socio-economic standing of Boipatong in relation to other 

townships in Emfuleni. 

The metal and metal products industry plays a key role in Emfuleni, 

particularly because it is the largest employer in the region. Employment in 

this industry has, however, shown a declining trend over the years. The loss 

of job opportunities in this sector (as well as in other sectors) creates a need 

to probe into the possibilities of other non-conventional alternatives to job- 

creation. This study shows the potential held by the establishment of iron, 

steel and metal manufacturing co-operatives as a way of creating jobs and 

alleviating poverty. 

A survey conducted amongst metal-workers in Soweto (Nobanda, 1998) 

showed that the majority of metal-workers are small in size. These metal- 

workers faced several internal and external constraints that hampered their 

progress. Another survey was conducted amongst the informal iron and 
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metal-workers in Boipatong (Survey Data, 2004). This survey was compared 

with a similar survey conducted by Rwigema and Karungu (1999) amongst 

SMMEs in Soweto and Orange Farm. The findings of the latter two surveys 

were found to be similar in many respects to the findings of the Soweto 

survey. 

Continued lack of success by other forms of small businesses - as indicated 

by the surveys - provides motivation for trying alternative forms of business 

ownership such as co-operatives, as a way of creating jobs and alleviating 

poverty. 

Finally, this study concludes that the establishment of iron, steel and metal 

manufacturing co-operatives can create job opportunities and alleviate 

poverty. 
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OPSOMMING 

Hierdie studie bespreek die rol van stroomafwaartse staal en metaal 

vewaardiging ko-operasies in werkskepping en armoede verligting in 

Boipatong. Ongeveer 51 . I  percent van die populasie in Emfuleni woon in 

armoede. Ongeveer 96 percent van die arm mense in Emfuleni woon in die 

swart woongebiede (Slabbert, 2001). Die grootste behoefte vir armoede 

verligting is daarom in die swart woongebiede. 

Werkloosheid word beskou as een van die grootste oorsake van armoede. 

Oplossings vir die bekamping van werkloosheid kan daarom van groot hulp 

wees in die verligting van armoede. Hierdie studie verskaf 'n gedetaileerde 

bespreking van werkloosheid en armoede. 

Hierdie studie defineer en meet werkloosheid en armoede. Die armoede lyn, 

koppetel indeks en armoede gaping word gebruik om werkloosheid en 

armoede te meet. Dit verskaf voorts 'n profiel van die armes in Boipatong. 

Hierdie profiel word vergelyk met 'n soortgelyke studie in Bophelong. Die doe1 

van de vergelyking is om vas te stel wat die sosio-ekonomiese standaarde 

van Boipatong in verhouding met die ander swart woongebiede in Emfuleni is. 

Die metaal en metaal produkte industrie speel 'n belangkrike rol in Emfuleni. 

Dit is die grootste werkverskaffer in die streek. Werkgeleenthede het agter oor 

die jare 'n afname getoon. Die verlies van werkgeleenthede in hierdie sektor 

(sowel as in ander sektore) steen die behoefte om ander nie konvensionele 

alternatiewe vir werksverskaff ing te ondersoek. Hierdie studie moedig die 

ontwikkeling van yster, staal en metaal produserende ko-operasies aan as 'n 

uitweg om werk te skep en armoede te verlig. 

'n Studie gedoen onder metaalwerkers in Soweto (Nobanda, 1998) het gewys 

dat die meerdesheid van metaalwerkers baie klein is. Hierdie metaal werkers 

staar verskillende interne en eksterne probleme in die gesig wat hulle 

terughou. 'n Ander opname is uitgevoer in die informele yster en metaal 

werkers in Boipatong. Hierdie opname was vergelyk met 'n soortgelyke 

opname uitgevoer deur Rwigema en Karungu met SMMEs in Soweto en 
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Orange Farm. Die bevindings van die laasgenoemde twee opnames stem in 

baie opsigte ooreen met die bevindings van die Soweto opname. 

Die voortdurende gebrek aan sukses in ander vorme van besighede (soos 

aangedui deur die studies) verskaf motivering vir die oorweging van 

alternatiewe vorms van besigheide soos ko-operasies as 'n uitkoms om werk 

te skep en armoede te verlig. 
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1 CHAPTER 1 THE PROBLEM AND ITS SETTING 

(1 .I BACKGROUND AND PROBLEM STATEMENT 

The Emfuleni area owes its origins to the discovery of coal deposits in the 

region in 1878. Commercial and mining activities in the Witwatersrand 

resulted in an increased demand for coal and also for steel. 

The first African steel industry to melt scrap metal, called Union Steel 

Corporation of South Africa (USCO), was established in 191 1 in Vereeniging. 

Its location made the town South Africa's major centre for steel and 

engineering industries. 

In 1941 lscor's management team decided to erect a new iron and steel works 

(completed in 1943) 16 kilometers west of Vereeniging. A large number of 

people were employed and there was a need to house this workforce. This led 

to the development of the town of Vanderbijlpark. Boipatong was established 

as a result of the need to house people working in the lscor factory (Slabbert, 

2001:14). 

The number of households in Boipatong is estimated at 4 490. The average 

household size in Boipatong is 3.76 persons per household, and the total 

population is estimated at 16 868 (Statistics South Africa, 2001). 

The towns of Vereeniging and Vanderbijlpark, including Boipatong, are 

locate&in theS&beng district.- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - 

The Sedibeng economy experienced a real GGP of -4.1 percent p.a. from 

1996 to 1999. From 1999 onwards the economy recovered, but the average 

annual GGP growth from 1996 to 2001 remained low at 0.8 percent (Urban- 

Econ, 1998:l l). Between 1991 and 1996 there was a huge decrease in the 

number of employment opportunities. In the Vaal Triangle alone (where 

Emfuleni comprises 85 percent of the population), this decrease in number of 

employment opportunities amounted to 54 000. The manufacturing sector 

alone shed almost 39 000 jobs in this period (Bloch & Dorfling, 2000: 15). 



From 1996 to 2001 there was an additional decrease in employment 

opportunities of 4 995 in Sedibeng (Statistics South Africa, 2001 Census). 

In 1998 lscor made a decision to reduce its workforce by 6 000 by 200412005. 

This was part of lscor's re-engineering strategy that was aimed at improving 

the competitiveness of the plant (Urban-Econ, 1998:74). According to Urban- 

Econ (1 998:84) this strategy will produce significant negative multiplier effects 

on the national, provincial as well as the regional economies. 

Urban-Econ (1998:83-84) lists the following as the multiplier effects of the 

reduction of Iscor's labour force on the Emfuleni economy: 

value added tax to the local economy will decline from R3 41 1,6 million 

to R2 875,4 million; 

imports from outside the local economy will decline from R460 million to 

R381,I million; 

due to the loss of 6 000 employment opportunities, indirect and induced 

impacts on the economy will result in the loss of an additional 3 586 

employment opportunities, thereby reducing employment in the 

extended steel industry from 31 973 to 22 387. The economically active 

labour force employed within Emfuleni will therefore be reduced by 4,7 

percent; 

total household income will decline by R626,7 million representing a loss 

of 13.8 percent of total remuneration within Emfuleni; 

a total of 26 554 non-income earning family members will be affected by 

Iscor's retrenchments; 

government earnings through various forms of taxation will decline from 

R l  097,7 million to R866,5 million; 

- - - -  - - - -  

a a total number of-3 246 preXdiool ch i td ren-ad6  865 sehoot-gang 

children between the ages of 6 and 18 will be affected; 
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0 

0 

The 

in terms of medical and social facilities, 96 nurses, 24 

medical practitioners, employed in the 10 hospitals and 

negatively affected by lscorls retrenchments; 

the decline in disposable household income will have a 

inter aha, the property market, payment of 

transportation, retail purchases and entertainment. 

metal and metal products industry plays a major 

economy. It constitutes 80.6 percent of manufacturing 

(Slabbert, 2001 :43). 

chemists and 32 

38 clinics, will be 

further 

municipal 

role in the 

activities in 

effect on, 

Emfuleni 

the area 

The manufacturing of basic metals and metal products is responsible for 66.4 

percent of all manufacturing employment opportunities in Emfuleni (Slabbert, 

2001:24). The table below represents the employment profile in the region for 

2003. 

TABLE 1 .I Employment profile: Emfuleni 2003 

1 Economic sector 

1 2;ri;ture 
"-- 

Construction 

1 Trade 

Transport 

Financing 

Services & Other 

Tourism & Entertainment 

Private households 

Undetermined 

TOTAL 

Employment 1 Percent 
(number) I 

Source: Slabbert, 2004: 120 

The manufacturing sector which is the largest employer in the region (as 

indicated by table 1 . I )  has, however, over the years, shed thousands of jobs. 

lscor Vanderbijlpark produces an intermediate product. This implies that 

further value is added to its product by other downstream industries. Sales of 
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Iscor's primary products are estimated at 98.7 percent of total sales. The bulk 

of these sales (72.6 percent) are made locally. This implies that there are a 

significant number of downstream steel users in the economy that rely on 

Iscor's output. The shedding of jobs by the iron and steel sector - which is 

dominated by lscor - has unsurprisingly had a negative impact on households 

that earn an income from this sector. 

Most of the people retrenched from the steel and metal industry have acquired 

skills that can enable them to start their own small-scale metal manufacturing 

businesses. As a result of increasing levels of crime, there is a growing 

demand for steel and metal products such as burglar-proofing and security 

gates (Nobanda, 1 998:42). Small-scale steel and metal manufacturers can 

also benefit from RDP housing projects as these also create a need for steel 

and metal products such as window and door frames. 

A study conducted in Soweto by Nobanda (1998) found that most of the 

people engaged in metalwork prefer to work as individuals as opposed to 

forming joint ventures. Part of this study is to determine if small-scale steel 

manufacturers can benefit from joint ventures and also investigate whether 

they are prepared to participate in such ventures such as co-operatives in 

particular. 

Local authorities can assist the development of co-operatives through the 

application of the local economic development (LED) strategy. 

The concept of local economic development (LED) provides overarching 

principles in terms of which economic issues can be addressed by means of 

positive interventions at a local level (Urban-Econ, 1998:89). 

A number of factors have led to an interest in this approach, namely (Urban- 
- - - - - - - - -  - - - - - - - - - - - - - - - - - - - - - - - - 

Econ, 1998:89): - - - - - - - - - - - - - - - - 

the decreasing role of central governments in planning for local 

development; 

the need to match local demand for employment with local opportunities; 
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a realization that local small enterprises play a larger role in employment 

creation than large enterprises. 

The aims of LED are as follows (Urban-Econ, 1 998:89): 

establishing sustainable economic activities using resources unique to 

the area; 

employment creation through SMMEs and co-operatives; 

mobilisation of resources through partnerships between the local 

authorities, NGOs and private enterprises, and the establishment of local 

business service centres. 

Strategies should be devised around mobilising small businesses and sub- 

contracting in order to strengthen the iron and steel value chain in Emfuleni by 

encouraging local beneficiation. 

The following elements are important in investigating the development 

opportunities for co-operatives (Urban-Econ, 1998:90): 

the formation of joint ventures between the official formal, informal, 

community sectors and co-operatives to ensure technology transfer and 

support; 

the establishment of training centres and business support centres to 

complement and to support technology transfer and development; 

the provision of, inter alia, infrastructure, transport facilities, machinery 

and services to incubator industries and subcontractors to ensure a high 

success rate during establishment; 
- - - - - -  

- - - - - - - - - -  
- - - - - -  - - - -  - - - - -  - - - -  - - - -  - - - -  

provision of ongoing support and training to the enterprises to ensure 

that independence can be reached after the incubation period. 

strategies described above, are part of a contemporary, integrated 

approach that promotes economic diversification and the transfer of multi- 

skilling to the labour force. 
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The strategies are primarily based on the following considerations (Urban- 

Econ, 1998:91): 

developing partnerships between strategic stakeholders and initiating 

projects on a joint venture basis; 

augmenting sub-contracting opportunities for small enterprises and in 

doing so, stimulating the development of co-operatives in order to 

strengthen the iron and steel value chain; 

focusing on initiatives to re-skill the labour force. 

It is against the background of the information outlined above that there is an 

urgent need for: 

the identification of informal employment opportunities in and around the 

township areas where the majority of the unemployed resides; 

a downstream manufacturing process whereby basic products such as 

steel products are further processed by small, medium and micro 

enterprises to final products; 

the development of strategies geared towards empowering the 

unemployed in terms of technical and entrepreneurial skills and self- 

employment; 

an investigation into the possibility of skilled people from the townships 

forming co-operatives for the production of certain products. 

I .2 AIM OF THE RESEARCH 

A survey undertaken in Emfuleni by the Vaal Research Group (VRG) showed 

that 51.5 percent of all households in Emfuleni lived in poverty (Slabbert, 

2001). The same survey showed that 96 percent of all the poor of Emfuleni 

l ived infhetownshtp_s, It cantherefore - - - - -  be concluded - - - - that the greatest need for 
- - - - - - - - - - - - 

poverty alleviation is in the townships. 
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The aim of this research is to reflect the nature and extent of unemployment 

and poverty amongst the inhabitants of Boipatong township. The research will 

also try to find solutions to the unemployment and poverty problem in this area 

by investigating the role that can be played by downstream steel 

manufacturing co-operatives. 

In addition, efforts will be made to identify some products that may be used to 

kick-start an inward industrialization process in and around Boipatong. The 

skills possessed by the unemployed in Boipatong and the activities they wish 

to engage in so that they are able to sustain themselves will also be 

investigated. 

1.3 HYPOTHESIS 

The establishment of downstream steel manufacturing industries will reduce 

the levels of unemployment and poverty in Boipatong. 

1.4 METHODOLOGY 

1.4.1 Study Area 

This study covers the parts of Emfuleni that are demarcated as Ward 3 and 

Ward 8 (Demarcation Board, 2003). The township of Boipatong falls under 

these two wards. The two wards also cover parts of Emfuleni (e.g. a section of 

the nearby township of Tshepiso) that were not part of the study area. Large 

portions of these wards are however constituted by Boipatong. Table 1.2 

below, illustrates the racial composition of the population in Boipatong. 

TABLE 1.2 Population in Boipatong, 2001 

Source: Statistics South Africa, 2001 Census 
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Race 

African 

Coloured 

Indian 

White 

Total 

Ward 3 

12 371 

61 

0 

3 

12 435 

Ward 8 

18 541 

38 

0 

139 

18 718 

Total 

30 912 

99 

0 

142 

31 153 



Figure 1.1 shows Boipatong in the Vaal Triangle's context. The Vaal Triangle 

consists of the southern parts of the Gauteng Province and the northern parts 

of the Free State Province. The Emfuleni municipal area consists of 

Boipatong, Sharpeville, Bophelong, Evaton, Sebokeng, Tshepiso, Vaal 

Oewer, Loch Vaal, North Vaal rural areas, Vereeniging and suburbs, and 

Vanderbijlpark and suburbs. 

FIGURE 1.1 Map of the study area 

BOIPATONG IN GAUTENG AND THE VAAL TRIANGLE'S CONTEXT 

i d e l b e r  

0 
VAAL TR 

ource: Adapted from Slabbert (1997:12) 
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I A.2 Measurement of poverty 

For the purpose of this study the absolute measure of poverty is used. In this 

approach of measuring poverty, a poverty line (or figure) is selected and 

households are identified as being poor on the basis of a shortfall in income 

related to this figure. This method is more suitable to measuring poverty in 

developing countries as most people living in these countries fail to attain a 

minimum acceptable material standard of living due to lack of income (World 

Bank, 1990:26). 

1.4.3 Measurement of unemployment 

Various methods are used to measure unemployment. The census method, 

the registration method and sample surveys are the common standard 

methods (Slabbert and Levin, 1997). These methods will be discussed in 

more detail in Chapter 2. The method that was used for this study is the 

sample survey method whereby surveys are undertaken on a sample basis to 

obtain the data required to calculate unemployment rates for specific groups 

of people. This method is used because the census method (censuses only 

take place periodically) and the registration method (certain categories of the 

unemployed are excluded) fail to show the level of unemployment accurately. 

1.4.4 Measuring impacts 

Slabbert (1997:171) developed a model to measure the impact of job creation 

on the levels and depth of poverty. According to him, employment creation 

may supplement the existing income of households to such an extent that the 

headcount index for the population is decreased. If the number of unemployed 

persons in a household is decreased by Ui, and employment opportunities can 

be created at an average wage level of W, the poverty gap Gi of a single 

household can be reduced by: 
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where: ui = the number of unemployed persons in a household; and 

W = the average wage earned by unemployed members of 

households as a result of an employment creation scheme. 

According to Slabbert (1 997: 172) an employment creation scheme aimed at 

the poor unemployed will have an immediate effect on the extent of poverty, 

because it reduces the poverty gap. However, to have a significant effect, it 

would need to reduce the headcount index. The extent to which the 

headcount index is reduced is an indication of the success of an employment 

creation programme. The condition for reducing the headcount index is that 

the poverty gap of a household or households becomes zero or negative. 

This condition is described by the following equation: 

where: Gi = the poverty gap of a single household; 

Ui = the number of unemployed persons in a household; 

W = the average wage earned by unemployed members of 

households as a result of an employment creation scheme. 

The larger the number of households satisfying this condition, the smaller the 

headcount index becomes. 

In this study household data collected empirically is used for determining the 

impact of job creation on poverty in Boipatong. The data renders all the 

information required in order to use these models effectively, for example, the 

age and gender of household members required to determine the individual 

poverty line (z) for each individual household; the combined income of each 

individual household (y); and the number of unemployed members in a 

household (u). 
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I .4.5 Household surveys 

Maps were obtained for Boipatong township and sample stratification was 

designed on account of the geographical distribution and concentration of 

people in the area. A questionnaire was designed for obtaining the desired 

information (see Annexure 6). The area was divided into different areas and 

extensions and the questionnaires were apportioned evenly among the 

inhabited sites. Sites at which fieldworkers were requested to complete 

questionnaires were identified individually from the map before the 

fieldworkers went out. However, where individuals could not be found for the 

purposes of an interview, or where it was impossible to trace the selected 

house, the next pre-selected household was interviewed. Information was 

obtained from the breadwinner or the spouse. Secondary sources such as 

textbooks, journals and Internet websites were also used in the study. 

1.5 OUTLINE OF THE STUDY 

This study is divided into different chapters, a brief outline of each of which is 

provided below. 

Chapter 1 introduces the field of study and indicates the geographical position 

of Boipatong. The chapter further introduces the research problem and the 

objectives of the study. In addition, it covers the hypothesis and research 

methodology. The chapter also provides a clear and concise layout of the 

study and shows all the relevant topics that are discussed. 

In Chapter 2 the concepts of unemployment and poverty are described. The 

definitions and measurement of poverty and unemployment are given in this 

chapter. Different types of unemployment are investigated, as are the causes 

of poverty and strategies that can be employed to reduce poverty. The role of 

government in poverty alleviation is also discussed. Finally, the chapter 

prov@_e_s-a - brief - - - evaluation - - - - - of the state of poverty and unemployment in South 
- - - -  - - - - - - - - - - - - - - - - - - - - - - - - -  - - - - - - - - - - - - -  

Africa. 

Chapter 3 provides a profile of the poor (and non-poor) population in 

Boipatong and compares it with a similar profile in Bophelong. The aim of the 

Page 1 I 



chapter is to determine the economic characteristics of Boipatong in relation 

to other townships in the Vaal Triangle (in this case Bophelong). 

A theoretical discussion of co-operatives is presented in Chapter 4. Co- 

operatives are discussed with reference to the following aspects: factors 

assisting the development of co-operatives, factors hampering the 

development of co-operatives, co-operative development policy, goals of co- 

operative development policy, types of co-operatives, and policy instruments 

to support co-operative enterprises. The chapter also describes industrial 

linkages and explains how these linkages can be used to foster local 

economic development (LED). 

Chapter 5 presents an analysis of iron, steel, and metal manufacturing 

businesses in Boipatong. A survey that was conducted in August 2004 among 

20 informal iron, steel and metal manufacturing businesses in Boipatong is 

described. The results of this survey were compared with the results of a 

similar survey conducted by Rwigema and Karungu (1999) among SMMEs in 

the townships of Soweto and Orange Farm south of Johannesburg. The 

entrepreneurs were interviewed on aspects such as: previous involvement in 

the formal iron, steel and metal manufacturing sector, the length of time that 

businesses had been operating and types of markets targeted. The main 

objective of the chapter is to show that informal iron, steel and metal 

manufacturing businesses have the potential to create job opportunities in 

Boipatong . 

In Chapter 6 a summary is presented as are the findings of the study. The 

hypothesis is evaluated against the findings. The chapter also contains 

recommendations on employment creation in general and on the development 

of co-operatives in particular. 
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CHAPTER 2 POVERTY AND UNEMPLOYMENT 

2.1 INTRODUCTION 

Half the world's people - nearly three billion people - live on less than 2 

dollars a day, which is approximately R12. All over the world disparities 

between rich and poor are rising, even in the wealthiest of nations (Shah, 

2004). 

The general standards of living tend to be very low for the majority of people 

in developing nations. These low standards of living are manifested in the 

form of low incomes, poor health, limited or no access to education and in 

many cases a general sense of malaise and hopelessness (Motloung & 

Mears, 2002:531). 

Unemployment is considered to be one of the major causes of poverty. The 

unemployment rate in South Africa is exceptionally high. According to the 

narrow definition, unemployment was estimated at 26 percent in 1998 and 

rose to 29.5 percent in 2001 (Statistics South Africa, 2003b). The broad 

definition, which includes the non-searching unemployed, is even higher and 

increased from 39 percent in 1999 to 41.5 percent in 2001 (Statistics South 

Africa, 2002). 

In South Africa poverty and unemployment were and still are largely 

influenced by the apartheid legacy. Apartheid excluded the majority of the 

population from political processes, access to markets, quality government 

services, and ownership of land and other assets (DFID, 2002:ll). As a 

result, poverty in South Africa is concentrated largely amongst blacks, 

particularly Africans. Sixty-one percent of Africans and 38 percent of 

Coloureds are poor, compared with five percent of Indians and one percent of 

Whites who are poor. 

Page 13 



2.2 UNEMPLOYMENT 

2.2.1 Definition of unemployment 

Statistics South Africa (Statistics South Africa, 2001) uses the following 

definition of unemployment as its official definition: 

The unemployed are those people within the economically active population 

who: 

a. did not work during the seven days prior to the interview; 

b. want to work and are available to start within a week of the 

interview; and 

c. have taken active steps to look for work or to start some form of 

self-employment in the four weeks prior to the interview. 

These general criteria are translated into statistically meaningful criteria, 

namely: 

the population of potential working age (i.e. 15 years and older); 

the economically non-active (i.e. those who prefer not to or who cannot 

work - for instance housewives, persons 65 years and older and the 

disabled ); and 

the economically active population (all those who are fit to work, wish to 

work, plus the employed and self-employed). 

The unemployment rate (Ur) is calculated according to the standard equation: 

This study will use the sampling method to measure unemployment and 

poverty levels, as it provides more accurate and reliable information (Slabbert, 

2002: 17). 
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2.2.2 Measures of unemployment 

The 2001 (Statistics South Africa, 2003a) census indicates rising 

unemployment levels in the Emfuleni area as illustrated by the table below: 

Unemployed 

TABLE 2.1 Labour force: Boipatong 

2001 Persons 

Not Economically 

Percentage 

change 

1996 

Total Labour Force 

Source: Calculated from Statistics South Africa, 2001 Census 

7 694 

Various methods are used to measure unemployment. The following three are 

some of the standard methods (Slabbed and Levin, 1997). 

7 746 

14 998 

(a) The census method 

13 821 

This method is used for measuring the economic status of the entire 

population. However, censuses only take place periodically and even then 

only a limited number of questions pertaining to employment can be included. 

(b) The registration method 

This method provides for the unemployed to register at placement offices - in 

South Africa these are offices of the Department of Labour. Registration is 

compulsory to qualify for unemployment benefits. In South Africa some 

categories of civil servants, domestic workers, farm workers, casual and 

seasonal workers, those earning more than the ceiling income and those 

whose period of benefit (six months) has run out, are excluded from the fund. 
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Many persons, therefore, have no reason to register. Registered 

unemployment figures published by the Department of Labour in South Africa 

consequently do not show the level of unemployment accurately. 

(c) Sample surveys 

Surveys are undertaken on a sample basis to obtain the data required to 

calculate unemployment rates for specific groups of people. 

The October Household Survey is the main governmental instrument used to 

conduct sample surveys. It is an annual survey, based on a probability sample 

of a large number of households. According to the definition of the 

International Labour Organisation (ILO), it covers a range of development and 

poverty indicators, including unemployment (official and expanded). 

Because of the lack of reliable sources of information on a regional basis, 

surveys were conducted in the Vaal Triangle by Slabbed et a/. (1 987; 1988; 

1991; 1994; 1999 and 2003) to determine the unemployment and poverty 

rate. 

2.2.3 Types of unemployment 

There are basically three different types of unemployment. Kaufman and 

Hotchkins (1999:651-654) describe the different types of unemployment as 

follows in the paragraphs below. 

2.2.3.1 Frictional unemployment 

Frictional unemployment arises because of the constant flow of people 

between jobs and into and out of the labour force. This happens because 

information in the job market is imperfect and job seekers and employers with 

job vacancies usually take time to find each other. 

2.2.3.2 Structural unemployment 

Structural unemployment arises because of a mismatch between the types of 

jobs that are available and the type of people who are seeking jobs. This 

mismatch may be related to skill, education, geographic area, or age. For 

Page 16 



instance structural unemployment will exist if there are vacancies for skilled 

workers, such as computer programmers, while the persons seeking jobs are 

either unskilled or inexperienced. 

2.2.3.3 Cyclical unemployment 

Cyclical unemployment is caused by the existence of insufficient aggregate 

demand in the economy to generate enough jobs for those who seek them. 

This kind of unemployment is closely linked to the movement of the economy 

up and down the business cycle. On the upswing phase, the unemployment 

rate gradually declines as growth in spending and production in the economy 

induces firms to increase employment, both by calling back laid-off workers 

and hiring new employees. In the downswing phase the pattern reverses. The 

decline in sales prompts firms to lay-off workers and cut back on new hires, 

leading to a shortfall in the available jobs in the economy and a rise in 

unemployment. 

2.2.4 Penalties of unemployment 

Unemployment and poverty are closely linked. Unemployment deprives 

individuals of income and opportunities. According to Sen (1997:160), 

unemployment has the following penalties: 

loss of current output and physical burden - this means that 

unemployment involves wastage of productive power which impacts on 

national output; 
- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  - - - - - - - . loss of freedom and social exclusion - the nature of the deprivation of the 

unemployed includes loss of freedom which goes beyond the decline in 

income; 

skills loss and long run damage - people unlearn skills through non- 

practice of these skills; 

psychological harm - unemployment leads to low morale and a low 

sense of self-worth; 
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ill health and mortality - loss of income leads to clinically identifiable 

illnesses and higher rates of mortality; 

loss of motivation which in turn leads to long-term resignation and 

passivity to the state of unemployment; 

loss of human relations and family life - unemployment weakens the 

harmony and coherence within the family; 

racial and gender inequality - unemployment can be a significant causal 

influence in increasing ethnic tensions and gender divisions; 

loss of social values and responsibilities, attributable to cynicism about 

the fairness of social arrangements; and 

Organisational inflexibility and technical conservatism linked to 

replacement of labour by technology (Sen, 1 997: 160). 

2.3 DEFINITION AND MEASUREMENT OF POVERTY 

There are various approaches to define poverty. Laderchi, Saith and Steward 

(2003:244) state the following as the main approaches to define poverty: the 

monetary approach, the capability approach, social exclusion and the 

participatory approach. "Classification of how poverty is defined is extremely 

important as different definitions imply the use of different indicators for 

measurement" (Laderchi et a/., 2OO3:244). 

Each approach is outlined shortly below 

Monetary approach: a poverty line is selected and households are 

identified as being poor on the basis of a shortfall in income related to 

this figure. The monetary approach is often the most dominant in the 

description and analysis of poverty. 

Capability approach: development is seen as the expansion of human 
- - - - - - - - - -  - - - - - - - - - - - - - - - - - - - - - -  

capabilities. The approach defines poverty as the -failurep to achieve 

certain minimum or basic capabilities, for example, proper nutrition. 
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Social exclusion: this approach is defined as the process through which 

individuals or groups are wholly or partially excluded from full 

participation in the society in which they live. 

Participatory approach: the approach involves the poor in defining who is 

poor or what poverty actually means (Laderchi et a/., 2003:244). 

Laderchi et a/ (2003:244) mention that there are several problems in the 

definition of poverty: They ask the following questions: 

should the definition of poverty be confined to material aspects only or 

should it be extended to cover social and political factors?; 

is there a universal definition of poverty? Or should definitions be 

adapted to particular societies, for example, developed versus 

developing countries?; 

how to distinguish the poor from the non-poor through poverty lines?; 

should poverty be measured at the level of the individual or at the 

household level?; 

the issue of time frame is also of importance. Should poverty be 

measured over a month, year or longer? The longer the period the 

smaller the number of households that can be classified as poor 

(Laderchi et a/, 2003:244). 

Poverty lines are either absolute or relative. Absolute poverty is characterized 

by the amount of resources deemed necessary and sufficient for survival in a 

given society. Relative poverty on the other hand is defined in relation to 

average resources available in that society. 

The absolute measure of poverty (monetary or income approach) is, however, 

the most preferred method of measuring poverty. This method is also more 

suitable to measuring poverty in developing countries as most people in these 

countries fail to attain a minimum acceptable material standard of living due to 

a lack of income. 
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In this study the absolute method of measuring poverty is used. 

Poverty lines show the level of income necessary to offer the minimum 

subsistence level. They demarcate a group of households whose income or 

consumption is too low in comparison to that of the general population 

(Mokoena, 2001:41). Table 2.2 shows examples of poverty lines used in 

South Africa and their composition. 

TABLE 2.2 Examples of poverty lines used in South Africa 

POVERTY LINES COMPARED 

POVERTY LINE 

PDL 

MLL 

SLL 

HSL 

HEL 

Food, Clothing, Fuelllighting, Washinglcleaning, 

Rent, Transport 

PDL plus: Tax, Medical Expenses, Education, 

Household Equipment Replacement 

MLL plus: More of each item plus Recreation, 

Personal care, Pension, Unemployment Insurance 

Fund, Medical Aid, Burial Contributions. 

Approximately MLL + 30 percent 

As for PDL 

HSL + 50 percent 

Source: Mokoena, 2001 :22 (adapted) 

Until 1973, the term Poverty Datum Line (PDL) was used to determine the 

subsistence level in South Africa (Slabbert, 1997:42) Since 1993, other 

poverty lines have been introduced. The MLL is the Minimum Living Level. 

The MLL is defined as the minimum level at which a non-white family would 

be able to maintain the health of its members and conform to western 

standards of decency. The Household Subsistence Level (HSL) is an estimate 

of the theoretical income needed by an individual household to maintain a 
- - - -  - - - -  

- - - - - - - - - - -  

defined minimum level o f  health- and -decency i n  the- short-term- an& i s  

calculated at lowest retail cost of a basket of necessities of adequate quality 

(Slabbert, 1997:42-43). The Household Effective Level (HEL) is calculated as 

the HSL plus 50 percent and thus gives a higher cut-off point (Mokoena, 
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2001:22). The HSL will be used in this study because it covers all major 

centres in South Africa, and secondly, as this study includes a comparison 

with other research undertaken in the region, the HSL offers a common 

measure. 

A poor household is considered as one in which the combined income of all its 

members is less than the HSL as determined for the specific household 

(Slabbert, 1 997: 47). 

The headcount index is normally defined as the fraction of the population 

below the poverty line. Slabbert (1997:47), however, adapted the headcount 

index to indicate the fraction of households that fall below their individual 

poverty lines. This is described by means of the following equation: 

where: H= the fraction of households below the poverty line; 

y= household income; 

z= the poverty line of households; 

M= the number of households with incomes less than z; and 

N= the total number of households. 

The poverty gap usually measures the shortfall of the income of the poor from 

the poverty line while the poverty gap index measures the extent of the 

shortfall of incomes below the poverty line. Slabbert (1997:48) adapted the 

poverty gap index to be a measure of a specific household, described by the 

equation: 

where Ri = the income shortfall of a household expressed as a 

proportion of the household's poverty line; 
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yi = the income of a specific household; and 

Zi = the poverty line of a specific household. 

The poverty gap of an individual household (in monetary terms) according to 

Slabbert (1 997:49) can therefore be expressed by the equation: 

where: Gi = the income shortfall of a household; 

yi = the income of a specific household; and 

Zi = the poverty line of a specific household 

From the three equations above, it is clear that the poverty gap can only be 

reduced by increasing household income (Slab bert, 1 997:47). 

2.4 CAUSES OF POVERTY 

Knowledge of the causes of poverty is important in two ways. It is important in 

helping the individual family that needs assistance and also in planning 

catalysts for the improvement of social conditions. Knowledge of the causes of 

poverty will also be of use in preventing the development of poverty (Motloung 

and Mears, 2002536) 

The following are some of the causes of poverty as described by Motloung 

and Mears (2002:536): 

historical factors fostered an economic system that benefited the white 

minority to the exclusion of the black majority; 

rigidities in the labour market, for example, high wages can lead to 

unemployment and consequently poverty (Motloung & Mears 2002:536). 

Rowntree (1 901) lists the causes of poverty as follows: 

death of chief wage earner; 
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incapacity of chief wage-earner through accident, illness or old-age; 

chief wage earner out of work; 

chronic irregularity of work (sometimes due to incapacity or 

unwillingness of worker to undertake regular employment); 

largeness of family; 

low wages, i.e. where the chief wage earner is in regular work, but at 

wages that are insufficient to maintain a family. 

Another cause is argued to be the structural adjustment policies prescribed by 

the IMF and World Bank. Prescribed structural adjustment policies mean that 

nations are lent money on condition that they cut social spending (which is 

vital for economic growth and development) in order to repay the loans. Many 

are tied to opening up their economies and being primary commodity 

exporters, which, for poorer nations lead to a spiraling race to the bottom as 

each nation competes against others to provide reduced wages and cheaper 

resources to corporations and richer nations. This further increases poverty 

and dependency for most people. It is also the backbone of what is referred to 

as globalization (Shah, 2004). 

The World Development Report (2000) highlights the causes of poverty as 

foIlows: 

lack of income and basic necessities - food, shelter, clothing, and 

acceptable levels of health and education; 

sense of voicelessness and powerlessness in the institutions of state 

and society - that leads to inhuman treatment, and exploitation at the 

hands of the institutions of state and society. Absence of rule of law, lack 

- - of pfotection aga& ~idence,-extorrtion-aIZd ~ntmidation - - and - the lack of 
- - - - - -  - - - - 

civility and predictability in dealing with public officials - all these place a 

huge burden on poor people, 
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vulnerability to adverse shocks, for example, floods, storms, droughts 

(World Development Report, 2000). 

2.5 POVERTY REDUCTION STRATEGIES 

Countries that have been most successful in attacking poverty have 

encouraged a pattern of growth that makes efficient use of labour, and have 

invested in the human capital of the poor. Both elements are essential. The 

first provides the poor with opportunities to use their most abundant asset - 

labour. The second improves their immediate well-being and increases their 

capacity to take advantage of the newly created possibilities. Together, they 

can improve the lives of most of the world's poor (World Bank, 1990:5). 

Motloung and Mears (2002:537) discuss the following as methods that can be 

used to alleviate poverty in South Africa: 

rapidly growing national income and employment achieved through 

investment and improvements in human capital; 

enabling poor households to gain access to productive assets and 

employment opportunities, and to receive adequate priceslpayment. This 

can be achieved by increasing the productivity of labour and the assets 

of poor households through access to capital, education and skills. 

Furthermore, the poor should be provided with adequate access to a 

range of basic services and other types of infrastructure; 

creating an enabling environment for the poor; 

expanding the tax base to assist in alleviating poverty - this can 
- - 

encourage -0th domestic-a& foregn-sowses of investment w h k h  MI! 

result in more employment opportunities; 

promoting small businesses and strengthening the informal sector; 

making industry more labour intensive; 
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educating the children of the poor can greatly increase their chances of 

escaping poverty; 

establishing youth training schemes, which can make a meaningful 

contribution to combating poverty, provided that employment 

opportunities are available or that entrepreneurial skills are further 

developed; 

offering early retirement, as this can create employment for the poor and 

can alleviate poverty if preference is given to the poor and unemployed 

to fill such vacancies; 

encouraging the informal sector, which also has the potential to play a 

significant role in combating poverty. Firstly, it serves as a safety net for 

those who become unemployed. Secondly, it addresses the problem of 

idleness and thereby inhibits crime. Lastly, because it serves the poor, it 

provides a channel for targeting aid to the poor; 

utlising affirmative action programmes which are methods to provide 

reparation to benefit members of groups that have been discriminated 

against; 

expanding the public works programme which is another method that 

can be used to combat poverty; and 

introducing wage subsidies which are also used to combat poverty in 

South Africa (Motloung and Mears, 2002:537). 

According to the Department for International Development (DFID) (2002: 15) 

addressing poverty and inequality in South Africa needs to focus on the 

following: 

strengthening poverty analysis and strategy - this implies (a) stronger 

poverty analysis and strategy by the ministries in the social and 

- - ecenmie-duster-and Cb) stronger- collective analysis and action - - - - -  by the 
- - - 

international community; 
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promoting growth, jobs and equity - this can be achieved through, (a) a 

more effective process for restructuring public enterprises (b) an 

improved enabling environment for business and (c) making markets 

work for the poor - covering finance, commodities, land and labour 

markets; 

strengthening democracy, governance and service delivery - this can be 

achieved through, (a) effective public service reform in the national, 

provincial and local spheres of government (b) improved service delivery 

in education, health, water sanitation and social welfare (c) key 

institutions of democracy and accountability processes working more 

effectively and (d) improved safety, security and access to justice for the 

poor; 

tackling HIVJAIDS - this can be achieved through strengthening policy 

and implementation capacity in government, civil society and the private 

sector covering prevention, care and impact mitigation. 

TARGETING DISADVANTAGED GROUPS 

Targeting disadvantaged groups means that measures are targeted at groups 

or individuals who were previously disadvantaged, the urban poor women, 

redundant workers, and long-term unemployed and youths (World Bank, 

1999: 30). According to the World Bank, programmes and projects include the 

following: 

skills retraining and job placement programmes - skills retraining should 

occur using a demand-led approach, i.e. business need to be involved in 
- . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

- - - - 

articulating the skills needs. There is little point in retraining ~ d i v i d ~ a l s i n  

skill areas for which there is no local demand. Job placement 

programmes assist individuals in identifying opportunities; 

raising educational achievement - specific communities, and in 

particular, disadvantaged communities, may be in need of extra support 

in terms of education; 
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enterprise training - disadvantaged groups often experience both high 

unemployment and a large proportion of workers in the informal sector. 

Basic training in business management, finance and marketing can have 

a significant impact on these communities; 

helping women to access employment and self-employment 

programmes - projects could include skills development and confidence 

building programmes; 

micro enterprise lending programmes - this area of activity is also well 

suited to assisting disadvantaged groups to self-employment; 

work experience and technical placement skills - these schemes involve 

teachers and students working for short periods of time in businesses to 

gain work experience and work ethic skills; 

developing mentor programmes - the idea is that more experienced 

business people mentor new starters and give them support, 

encouragement and ideas. Mentor programmes can be very informal 

and are a way of encouraging people to start their own businesses; 

health awareness programmes - often the most disadvantaged suffer 

from poor health. Poor health is a serious limiting factor when attempting 

to access work. Health awareness programmes can be closely targeted 

at, for example, specific schools or communities; and 

development of community resource centres - the purpose of these 

centres is to gather information, support and services to meet the needs 

of the local community (World Bank, 1999: 30). 

ECONOMIC GROWTH AND POVERTY IN SOUTH AFRICA 

Economic growth is a precondition for economic development, which is 

necessary to achieve poverty reduction. Constraints to growth in South Africa 

include the following: 
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a strong dependence on the formal economy (with heavy historical 

investment in capital intensive industries such as mining, and a weak 

small enterprise and small agriculture sector); 

a relatively small domestic and regional market; 

low skills levels; 

infrastructure constraints, arising from apartheid's spatial policies; 

limited progress on policies to improve competitiveness, for example, 

trade liberalisation and privatisation; 

low domestic investment; 

limited foreign investment - investor confidence has been damaged by 

all the factors above as well as regional instability, crime and HIVIAIDS 

(DFID, 2002:l l). 

Another factor contributing to poor growth in South Africa is the apartheid 

legacy. Apartheid excluded the majority of the population from the political 

process, access to markets, quality government services, and ownership of 

land and other assets. 

The effects of the inadequate education that was available to black people 

during the apartheid era are a particular constraint to poverty alleviation. Many 

of those who are currently unemployed lack the skills required to compete in 

the formal employment market, or to succeed as entrepreneurs (DFID, 

2002:l I ) .  

South Africa is one of the most unequal countries in the world. The table 

below illustrates inequality and race in South Africa. 
- - - - - - - -  - - - -  - - - - - -  - - - -  - - - - - -  - - - -  - - - - - -  - - - -  - - - - - -  
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TABLE 2.3 Inequality and race in South Africa 

Unemploy 

ment 

White 

Population 

Black 

Source: DFID. 2002:12 

Literacy Classified 

as poor 

10.9% 

Coloured 

Asian 

2.8 LOCAL GOVERNMENT AND POVERTY ALLEVIATION 

Access to 

Health Services 

76.7 % 

It is generally the role of central government to concentrate on matters 

pertaining to job creation, but local government can also play a role in 

promoting job creation and thereby assist in alleviating poverty (Rogerson, 

2003:2). 

1% 

8.9% 

2.6% 

Municipalities have to devise policy intervention strategies to deal with poverty 

alleviation. 

61 % 

According to Rogerson (2003:4-5), the areas of policy intervention strategies 

by municipalities may relate to: 

99.5% 

38% 

5% 

regulatory frameworks: upon observation one will recognize that 

municipal by-laws and regulations need to be reformed as many of them 

still reflect the colonial and apartheid legacy of administration and tend to 

stifle rather than promote development. These rules and regulations 

need to change to become more flexible, simple and transparent in 

implementation; 

77% 

access to municipal services: in many developing countries access to 

municipal services is usually the preserve of the rich. By improving 
- - - - - -  - - - -  - - - -  - - - - -  

access to municipal services such-as water suppQ: sanitation; refuse 

removal, drainage, street lighting etc., one can achieve the goal of 

raising the living standards of the poor; 

, 

91 % 

96 % 
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26% 

4.6% 

43% 

1 5% 

29% 

21 % 

12.2% 



employment creation: the greatest asset of the poor is their capacity for 

labour. By facilitating job creation local authorities will ensure that the 

living standards of the majority of the local community are improved; 

security and protection from crime and natural disasters: crime has a 

negative consequence on the asset base of the poor by, for instance, 

threatening their lives (human capital) and property (physical capital). 

Enabling the poor to have access to the judicial system and police 

services can also be considered an important element in poverty 

alleviation. The poor also need to be protected against the effects of 

natural disasters such as floods, droughts etc.; 

co-ordination and integration: finally local government has to co-ordinate 

all poverty alleviation projects that take place within its jurisdiction, i.e. 

those run by NGOs. CBOs, the private sector and the government. 

2.9 THE ROLE OF NATIONAL GOVERNMENT IN POVERTY 

ALLEVIATION 

The South African government faces major challenges (social, political and 

economic) mainly due to the following factors: 

the political transition to democracy; 

the influence of apartheid on the geography of the economy; 

the increasing demand on municipalities to deliver services; 

a much tighter control on how government money is spent; 

lower than expected macro-economic growth; and 

rising unemployment (CASE. 2001:15). 

In light of the above challenges the government's responsibility is therefore to: 

- - - - - - - - - - - -  - - - - -  - - - - - -  - - - - -  - - - - -  

a play a lead role in building the economy and providing oppofiunitks toan 

South Africans; 
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aid in the development of human resources; 

ensure that education and training is carried out in all areas, including 

the workplace; and 

provide subsidies to enable sustainable job creation programmes 

(CASE, 200 1 : 1 5) 

The South African government shows a strong commitment to addressing the 

challenges outlined above and thereby meeting its constitutional mandate. 

Between 1994 and 2001 some seven million people were provided with 

access to water services, 3.5 million new electricity grid connections were 

made, and 1.2 million houses were built. 

In response to the HIVIAIDS pandemic the government has established the 

National AIDS council and has launched a number of programmes (DFID, 

2002: 1 3). 

2.1 0 CONCLUSION 

Unemployment and poverty are closely linked. This chapter discussed various 

aspects relating to unemployment and poverty. 

Unemployment is defined as a situation where some members of the labour 

force are without employment, and are currently available and searching for 

employment. Different methods of measuring unemployment were discussed, 

namely, the census method, the registration method and the sample survey. 

The sample survey is the method chosen for the purposes of this study as it 

provides the most accurate information. Different types of unemployment were 

also discussed, namely; frictional unemployment, structural unemployment 

and cyclical unemployment. The chapter also discussed the penalties that 

individuals may incur as a result of being unemployed. 

The chapter showed that poverty has many different definitions. The monetary 
- - - 

approach~is ,however ,~ the  mostdhrmnt in-the EIeseFipti~~ and analysis-of 

poverty. This method is considered more suitable for measuring poverty in 

developing countries as most people in these countries fail to attain a minimal 
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standard of living measured in terms of basic consumption needs or the 

income required to satisfy them. The measurement of poverty involved the 

discussion of concepts such as poverty lines, poverty gap, and the headcount 

index. Examples of poverty lines used in South Africa were explained. The 

HSL was chosen as the poverty line to be used in this study as it covers all 

major centres in South Africa and has been the most frequently used poverty 

line in recent years. The causes of poverty as well as poverty alleviation 

measures were also discussed. 

The distribution of wealth and income in South Africa 

unequal in the world. Only one percent of the white pop1 

poor as compared to 61 percent of the black population. 

is amongst the most 

 lat ti on is classified as 

This chapter also discussed the role that local and national government can 

play in poverty alleviation. 

Economic growth and human development are linked, and should enhance 

the quality of life. This is best achieved through advancing the capabilities of 

the disadvantaged communities, households and individuals by improving 

their access to physical and social assets. The important elements in this 

process are (DFID, 2002:13): 

the assets, claims and resources that are available to people; 

the activities they have to undertake in order to generate a sustainable 

livelihood; and 

the commodities and services they require for an acceptable standard of 

living. 

The South African government can be commended for having taken 

constructive steps to use macro-economic policy to address poverty and 
I 

inequality 
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CHAPTER 3 PROFILE OF THE POOR POPULATION 

IN BOIPATONG 

3.1 INTRODUCTION 

This chapter discusses the results of the survey that was conducted in 

Boipatong during June 2004. It also provides a profile of the poor in Boipatong 

in comparison with the total survey population. It profiles the population of the 

township in relation to aspects such as population size, age, gender, labour 

force, poverty levels and expenditure patterns of households. 

More specificallyi the chapter provides a statistical analysis on important 

demographic aspects such as the average size of a household in the 

township, distribution of gender, and age categories. With regard to the labour 

force, important data is provided and analysed on aspects such as the 

unemployment rate for the total population as well as for the poor population. 

The chapter further provides detailed information on levels of education in the 

township both for the poor and non-poor. Statistical analysis of the sources of 

income for the households is provided as well as an analysis of the 

expenditure patterns of households. Finally, aspects relating to poverty such 

as the Household Subsistence Level (HSL) and the poverty rate are also 

discussed. All of the aspects mentioned above will be compared with the 

findings of a similar study conducted by Slabbert (2003) in Bophelong. The 

object of the comparison is to determine the socio-economic characteristics of 

Boipatong in relation to other townships in Emfuleni (in this case Bophelong). 

3.2. MEASURING POVERTY IN BOIPATONG 

A poor household is defined as a household in which the combined income of 

all its members is less than the HSL as determined for the specific household. 

Poverty ismeasured 6 t e w  of-the headcount indew and-the pov-eey gap_ 

index. 

The headcount index is defined as the fraction of the population below the 

poverty line. In this study the headcount index is adapted to indicate the 

fraction of households that fall below their individual poverty lines. 
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The poverty gap usually measures the average shortfall of the incomes of the

poor from the poverty line while the poverty gap index measures the extent of

the shortfall of incomes below the poverty line.

The Household Subsistence Level was used to determine the level of poverty

in Boipatong. The percentage of households below the poverty line

(headcount index) in Boipatong was determined at 55 percent.

The poverty gap index, which is mainly concerned with the magnitude of

poverty, and measures the extent of the shortfall of incomes below the poverty

line, was determined at 0.54.

FIGURE 3.1 Households below poverty line
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Source: Survey Data, 2004

Figure 3.1 portrays the distribution of poor households. The severity of the

poverty problem depends on how the poor are distributed below the poverty

line. Clustering of the poor just below the line is less serious than a distribution

where large numbers have incomes far below the poverty line. Figure 3.1

shows that 54.6 percent of all households in Boipatong have an income of

less than 50 percent of the HSL. A much lower 45.8 percent of all households

in Bophelong (Slabbert, 2003:13) have an income of less than 50 percent of

their HSL. The poverty gap index in Bophelong is also slightly lower at 0.48

(Slabbert, 2003:14). The magnitude of poverty (as indicated by the poverty

gap index) tends to be greater in Boipatong than in Bophelong
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3.3 AN ANALYSIS OF THE POVERTY SITUATION IN

BOIPATONG

3.3.1 Demographics

This section uses various indicators to develop a profile of Boipatong and

compares it with the profile for Bophelong. The number of households in

Boipatong is estimated at 4 490, whilst the average household size is 3.76

persons per household, and the total population is 16 868 (Statistics South

Africa, 2001). The estimated total population in Bophelong is 39 460, which is

much higher than that of Boipatong. The average household size in

Bophelong, which is estimated at 3.06, is fractionally lower than that of

Boipatong. The number of households in Bophelong is estimated at 12 352

which is about three times higher than the number of households in Boipatong

(Slabbert, 2003:1).

3.3.1.1 Age categories

Figure 3.2 shows the age categories for the total population in Boipatong.

There seems to be a relatively high percentage of the population between 20

and 40 years of age, which is the age at which people in general are the most

productive. Of the total population 28.2 percent comprises people between the

ages of 20-40.
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FIGURE 3.2 Total population: percentage in age categories
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Figure 3.3 shows the age categories for the poor population in Boipatong. Of

the poor population 26.6 percent is between the ages of 20-40. This is lower

when compared with the percentage for the total population which is 28.2

percent.
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FIGURE 3.3 Poor population: percentage in age categories
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3.3.1.2 Gender

Figure 3.4 shows the gender distribution for the total population in Boipatong.

It shows that approximately 47.2 percent of the population is male while 52.8

percent of the population is female. In Bophelong 46.5 percent of the

population is male, while 53.5 percent is female (Slabbert, 2003:5). The

figures for both Boipatong and Bophelong closely resemble the national figure

where 47.7 percent is male and 52.3 percent is female (Statistics South

Africa, 2003:7).

Page37

--



FIGURE 3.4

Source: Survey Data, 2004

Total population: gender

52.8
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Figure 3.5 shows the gender distribution for the poor population in Boipatong.

Approximately 53.6 percent of the female population is poor as compared to

46.4 percent of the male population. The corresponding figures for the total

population are 52.8 percent females and 47.2 percent male. The data for

Bophelong showed that 55.8 percent of the poor population is female and

44.2 percent is male (Slabbert, 2003:14). The corresponding data for the total

population in Bophelong is 46.5 percent female and 53.5 percent male.

(Slabbert, 2003:5). The data therefore shows that the female population is

more affected by poverty than the male population.

FIGURE 3.5

Q) 40

J
c:: 30
~
rf 20

10

o

Source: Survey Data, 2004

Poor population: gender

53.6

Male Female

Page38

50

40

§ 30-.

rf 20

10

0



3.3.2 Sectors of employment

Figure 3.6 shows that 38.4 percent of those employed in Boipatong are

employed in the manufacturing sector, which offers most employment

opportunities in Emfuleni.The basic metals and metal products manufacturing

sectors are responsible for almost 66.4 percent of all employment

opportunities in Emfuleni (Slabbert & Dorfling, 2001 :20). A total of 15.1

percent of the employed are working in the community, social, education,

training and personal services. These include mostly people who are

employed in the government sector, for example, teachers, nurses and police

officers. A total of 12.8 percent are employed in the wholesale, retail trade and

catering activities, while 10.5 percent is employed in agriculture related

activities and 17.4 percent are employed in other 'not defined' sectors. The

Bophelong survey showed that only 8.4 percent of those employed are

employed in the manufacturingsector (Slabbert, 2003:7). This difference is

likely to be ascribed to the fact that Boipatong is located much closer to

manufacturing factories than Bophelong.
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FIGURE 3.6 Employed population: sectors of employment
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Figure 3.7 indicates that approximately 34.5 percent of the poor are employed

in the manufacturing sector as compared to 38.4 percent for the total

population. Due to lack of education, and consequently low skill levels, the

poor are more likely to earn less in the formal sector. Approximately 17.2

percent of the poor are employed in wholesale, retail trade, and catering as

compared to 12.8 percent for the total population. The poor are more likely to

occupy low-paid positions in the sectors in which they are employed. Only 2.9

percent of the poor employed in Bophelong are employed in the

manufacturing sector compared to a relatively high figure of 34.5 percent of
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the poor who are employed in the manufacturing sector in Boipatong

(Slabbert, 2003:16).

FIGURE 3.7 Poor employed population: sectors of employment
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3.3.3 Educational qualifications

Figure 3.8 shows that approximately one third of the total population out of

school has qualifications of up to Grade 12 and above (31.9 percent). The

corresponding figure for Bophelong is lower at 22.8 percent (Slabbert,

2003:5).

Lack of education in certain communities can be linked to the concept of

social exclusion, which deals with processes of marginalization and

deprivation (Laderchi et ai, 2003:258). Various studies have pointed to a
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causal connection between different dimensions of exclusion, for example,

education and employment, and housing and employment. Social exclusion

tends to have a very strong connection with monetary poverty. For example,

lack of monetary income is an outcome of social exclusion arising from both a

lack of education and employment (Laderchi et ai, 2003:258).

FIGURE3.8 Qualifications: population out of school

19.6
20.0

CI) 160en .
co...
~ 12.0
(.)
~

~ 8.0

4.0

0.0
0.0 0.0

,~

Source: Survey Data, 2004

Figure 3.9 shows that the majority of the poor population in Boipatong has

qualifications of less than Grade 12. Only 21.8 percent of the poor population

has qualifications of Grade 12 and above compared to 31.9 percent for the

total population. The corresponding figure for Bophelong is a lower 16.9

percent for the poor population with qualifications of Grade 12 and above

(Slabbert, 2003:14). According to the concept of social exclusion described

above, lack of education (or being excluded from educational opportunities)

will lead to a lack of employment opportunities for those with low education

levels. The population with a diploma or a degree living in poor households is

only 1.3 percent in Bophelong compared to a relatively higher 6.7 percent in
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Boipatong. Both situations, however, reflect that there is an inverse correlation

between higher qualifications and poverty.

FIGURE 3.9 Qualifications: poor population out of school
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3.3.4 labour force

Figure 3.10 is an illustration of the labour force situation for the total

population. The unemployment rate (Ur) is calculated according to the

following standard equation:

number of unemployed x 100 = Ur
Economically active population (EAP) 1

The unemployment rate in Boipatong is determined at 59 percent (Survey

Data, 2004). Approximately 36.2 percent of the labour force is employed in the

formal sector, while 4.8 percent is employed in the informal sector. The

unemployment rate in Bophelong is determined at 55 percent. In Bophelong,

34.9 percent of the labour force is employed in the formal sector while 10

percent is employed in the informal sector (Slabbert, 2003:7)
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FIGURE 3.10 labour force
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Figure 3.11 illustrates the employment statistics among the poor in

Boipatong. The unemployment rate among the poor is determined at 72.4

percent as compared to 59 percent for the total population. Only 21 percent of

the poor labour force is employed in the formal sector as compared to 36.2

percent for the total population. An even higher percentage of the poor labour

force (6.7 percent) is employed in the informalsector as compared to only 4.8

percent for the total population. In Bophelong, a relatively higher percentage

(24.9 percent) is employed in the formal sector while 6.7 percent of the poor

labour force is employed in the informalsector (Slabbert, 2003:15).
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FIGURE 3.11 Poor: labour force
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FIGURE 3.12 Total population: duration of unemployment
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Figure 3.12 portrays the duration of unemployment for the total labour force in

Boipatong. A total of 70.7 percent of the unemployed has been unemployed

for a period of less than five years. The corresponding figure for Bophelong is

62.7 percent (Slabbert, 2003:8). Of the unemployed labour force in Boipatong

29.3 percent have been unemployed for a period exceeding six years (6-11+).

In Bophelong, 37.3 percent of the unemployed labour force has been

unemployed for a similar period. A higher percentage of the unemployed have

been unemployed for longer periods in Bophelong than in Boipatong.

Figure 3.13 indicates that 55.8 percent of the poor unemployed have been

unemployed for a period of up to five years. In Bophelong a relatively higher

percentage (59.3 percent) has been unemployed for a similar period

(Slabbert, 2003: 17).

FIGURE 3.13 Poor unemployed: duration of unemployment
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Figure 3.14 portrays the age distribution of the unemployed for the whole

population. As with the poor population, most of the unemployed in Boipatong

Page46

---



fall in the younger categories. Of those in the age category of 20-35 years

52.8 percent of the unemployed youth are males and 58 percent are females.

The figures for the unemployed poor in this age category are slightly lower at

48.6 percent males and 56.4 percent females.

FIGURE 3.14 Unemployed population: percentage in different age

categories
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Figure 3.15 illustrates the age profile of the poor unemployed in Boipatong.

The figure shows that the youth are the most affected by unemployment.

Approximately 52.7 percent of those between the ages of 20-35 fall within the

poor unemployed category. The comparative figures for Bophelong are 58

percent unemployment in the same age category (Slabbert, 2003: 16).
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FIGURE 3.15 Unemployed poor: percentage in different age

categories
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Figure 3.16 portrays the qualifications of the unemployed for the total

population. A total of 23 percent of the unemployed has qualifications of up to

Grade 12 compared to 20.3 percent for poor unemployed. A total 18.3 percent

of the total unemployed population has qualifications higher than Grade 12

compared to 10.2 percent for poor unemployed. The figures for the total post-

school population are 19.6 percent for those with qualifications up to Grade

12, and 12.3 percent for those with qualifications higher than Grade 12. On

the whole, the figures for the total post-school population with qualifications of

up to Grade 12 and above are slightly lower than for the total unemployed

population. The reason for the lower percentages could be that pensioners

are included in the total post-school population which generally has lower

qualifications. In Bophelong (Slabbert, 2003:9), 25.8 percent of the

unemployed population has qualifications of Grade 12 and higher, while only

2.6 percent of the unemployedhas qualificationshigherthan Grade12. The

numberof unemployedwith tertiary qualificationsin Boipatongis far higher

than those with similar qualifications in Bophelong. On the whole, the

percentages for those with post-matric qualifications are lower, thus indicating

that there is a positive correlation between qualifications and employment.
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FIGURE 3.16 Unemployed: qualifications
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Figure 3.17 indicates that a significant percentage (20.3 percent) of the poor

unemployed has qualifications up to Grade 12. Only 10.2 percent of those

with post-matric qualifications are classified as poor unemployed. Only 1.3

percent of those with university degrees are classified as poor unemployed.

None of those with post-graduate qualifications are classified as poor

unemployed. This indicates that people with tertiary qualifications stand a

better chance of obtaining employment. In Bophelong (Slabbert, 2003: 18), the

figure for the poor unemployed with Grade 12 or higher qualifications is 22.7

percent. A slightly higher percentage (1.7 percent) of the poor unemployed in

Bophelong has a diploma or degree.
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FIGURE 3.17 Poor unemployed: qualifications
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3.3.5 Skills

Figure 3.18 shows the skills of the unemployed. A total of 18.6 percent of the

unemployed possesses skills in carpentry. A total of 10.2 percent indicated

that they have skills in retail trade. Skills that are considered to be

'traditionally'possessed by females, such as catering/cooking, sewing/knitting,

baking and hairdressing account for 30.6 percent of the skills possessed by

the unemployed. A high percentage of the unemployed population in

Bophelong (Slabbert, 2003:10) possesses predominantly 'female' skills.

Catering/cooking, sewing/knitting, and baking account for 45.4 percent of the

skills possessed by the unemployed in Bophelong.
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FIGURE 3.18
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Figure 3.19 indicates that most of the unemployed prefer to be provided with

skills training in retail trade (18.6 percent). This is probably influenced by the

fact that retail trade (spaza shops, fruit and vegetable stalls) is the most

popular means of survival amongst the poor in the townships. The second

most preferred type of skills training for the poor is in the clothing sector.

Sewing and knitting accounts for 15.3 percent of the poor unemployed who

are interested in acquiring such skills. A total of 5.1 percent of the poor

unemployed expressed interest in acquiring skills in the iron and steel sector

as welders. A strategy for poverty alleviation in Boipatong should focus on

creating jobs in the sectors that the poor unemployed show significant

interest, for example, in the clothing sector and the iron and steel sector. A
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similar pattern of skills preference also exists in Bophelong where the

predominantly 'female' skills are more preferred than the predominantly 'male'

skills. Sewing and knitting accounts for 17.7 percent of the skills training

preferred, while catering/cooking and baking account for 29.4 percent

(Slabbert,2003:19).

FIGURE 3.19 Poor unemployed: skills training preferred
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Retail trade is the most popular survivalist activity in the townships. Figure

3.20 indicates that 44 percent of the poor unemployed prefer to be involved in

such activities. In a survey conducted by Siabbert (2001:128) in the Emfuleni

townships, 54 percent of the respondents indicated interest in businesses

related to direct selling (tuck-shops, fruit and vegetable stalls) while only 9

percent had skills in this category of business. It appears, therefore, that there

is usually a mismatch of skills and preferred kind of businesses. Sewing and
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knitting are also among the most preferred self-sustaining activities among the

poor unemployed. Sewing accounts for 20 percent of such activities and

knitting accounts for 16 percent. Welding is the fourth most preferred self-

sustaining activity, with a total of 12 percent of the poor unemployed

expressing interest in this type of self-sustaining activity.

FIGURE 3.20 Poor: self-sustaining activities preferred
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3.3.6 Income and expenditure

Figure 3.21 shows the sources of household income and their contribution to

the total household income in Boipatong. Salaries and wages contribute 42.3

percent of the average household income. Pensions are the second highest

contributor at 38.6 percent. Allthe other forms of income combined make up a

total of only 19.2 percent. A similar pattern also exists in Bophelong (Slabbert,
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2003:20) where salaries and wages are the highest contributor to household

income (64.1 percent) followed by pensions (12.1 percent).

FIGURE 3.21 Percentage contribution of different sources to

household income
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Figure 3.22 shows the average amounts spent on different items by the

households in Boipatong. The community of Boipatong consumes maize-meal

to the value of R256 000 per month. Residents in Boipatong consume about

R380 000 on bread and further consume R576 000 on meat and chicken per

month. The corresponding expenditure for Bophelong is as follows: maize-

meal R650 000; bread R772 000; meat and chicken R1195 000. The figures

representing expenditure in Bophelong tend to be higher than the Boipatong

figures due to the fact that Bophelong is a much larger township (in terms of

population size and number of households) than Boipatong.
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FIGURE 3.22 Total expenditure per month in Rand: Boipatong
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Figure 3.23 shows the average household expenditure in Boipatong. Nearly

30 percent of the household income in Boipatong is spent on food and

clothing. About 9 percent of the household expenditure is spent on taxi

transport. Taxis are often the main mode of transport in the townships,

especially for the poor. Expenditure on housing (rent/bond) is minimal; as

most of the houses are owned, i.e. they are not bonded houses. In Bophelong

(Slabbert, 2003:22), 40.9 percent of household income is spent on food and

clothing. About 10.5 percent is spent on transport (most of it on taxis), and

less than one percent (.03 percent) is spent on housing (rent/bond). It can be

observed from the above that the two townships have similar expenditure

patterns.
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FIGURE 3.23
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3.4 CONCLUSION 

An estimated 54.6 percent of households in Boipatong have an income of less 

than 50 percent of their HSL. The poverty gap ratio in Boipatong is estimated 

at 0.54. The corresponding figures for Bophelong are slightly lower with 45.8 

percent of households below the HSL, and a poverty gap ratio of 0.48. 

Boipatong is one of the poorest communities in Emfuleni. The unemployment 

rate for the total population in Boipatong stands at 59 percent. Unemployment 

is even more severe amongst the poor at 72.4 percent. Average household 

sizes are also high at an average of 3.76 per household. A high average 

household size exacerbates the poverty problem as incomes are usually 

stretched and fail to meet the needs of every individual in the household. In 

Bophelong the unemployment rate is determined at 55 percent and the 

unemployment rate among the population classified as poor is 68.3 percent. 

Bophelong therefore portrays better employment statistics than Boipatong. 

However, a slightly higher percentage (36.2 percent) of the employed in 

Boipatong is employed in the formal sector as compared to 34.9 percent in 

Bophelong. 

Analysis of the populations in both townships reflects that there are more 

females than males. Boipatong has 52.8 percent females and 47.2 percent 

males. The population in Bophelong comprises 53.5 percent females and 46.5 

percent males. A total of 53.6 percent of the female population in Boipatong is 

poor as compared to 46.4 percent of the male population which is poor. A total 

of 55.8 percent of the female population in Bophelong is poor as compared to 

44.2 percent of the population. Poverty therefore reflects a slight gender bias 

in both townships. 

With regard to education and qualifications, the profile of both townships 

shows that there is a positive correlation between employment and 

qualifications. Only 6.7 percent of those with post-matric qualifications are 
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living in poor households. The situation in Bophelong is better with only 1.3 

percent of those with tertiary qualifications being found in poor households. 

Retail trade (18.6 percent), sewinglknitting (15.3 percent), and welding (5.1 

percent) are the most cited skills in which the unemployed would like to 

receive training. The skills training preferred does not, however, correspond 

with the skills already possessed by the unemployed. For instance, only 10.2 

percent have skills in retail trade but a considerable 18.6 percent would like to 

be trained in retail trade. A mismatch of skills also exists between skills 

possessed and self-sustaining activities preferred. For instance, while only 

10.2 percent have skills in retail trade, 44 percent showed preference for retail 

trade as a self-sustaining activity. 

Expenditure on certain commonly used items tends to follow the same 

pattern, but generally expenditure in Boipatong is much higher than in 

Bophelong. 

This chapter has attempted to highlight the severity of the poverty situation in 

Boipatong. The chapter used various indicators to present a profile of the 

population in Boipatong. It is clear that the poverty situation in Boipatong is 

indeed large and calls for urgent intervention. 
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CHAPTER 4 CO-OPERATIVE ENTERPRISES 

4.1 INTRODUCTION 

A co-operative is an autonomous association of persons united voluntarily to 

meet their common economic, social and cultural needs and aspirations 

through a jointly owned and democratically controlled enterprise 

(Parliamentary Monitoring Group, 2004). This chapter provides a general 

discussion on co-operatives. South Africa is well endowed with raw material 

inputs for iron and steel production, principally iron ore and energy (Machaka 

and Roberts, 2003:689). Iron and steel are the chief inputs in the 

manufacturing of metal products. 

The iron and steel industry in South Africa is dominated by lscor, which 

produced 71 percent of South Africa's consumption of steel in 2001 (Machaka 

and Roberts, 2003589). lscor Steel produces a variety of products at different 

factories. lscor Vanderbijlpark, located in Emfuleni, is the largest lscor plant in 

the country. Other lscor plants are located in the following areas: Pretoria, 

Newcastle, Vereeniging and Saldanha. Because of lscor's presence in the 

region, Emfuleni has specific manufacturing advantages in the production of 

iron and steel. 

In his speech at lscor's 75ith anniversary, the Minister of Trade and lndustry 

indicated that the government, although pleased with the overall performance 

of the basic iron and steel sector, was still not satisfied with the progress 

made in the downstream steel sector: "(t)he main objective of the DTl's 

integrated manufacturing strategy is to generate greater downstream value 

addition and employment through the increased integration of value chains." 

(Mpahlwa, 2004). 

The situation as explained by the Minister of Trade and lndustry, is also valid 

for Emfuleni. Downstream industry development is limited and there is huge 

potential for the region to exploit this further in an effort to diversify its 

economy and to generate jobs. 

Page 59 



Any initiative aimed at poverty alleviation needs to be targeted directly at the 

townships, where the levels of poverty and long-term deprivation are the 

highest (Palmer and ODA, 2003, 32). According to Palmer and ODA, (2003: 

32) some ways to alleviate poverty include the following: 

putting resources into business development initiatives, which are most 

suited to townships; 

developing other business models (such as co-operatives) which may be 

best suited for micro and small businesses; 

finding suitable partners (such as NGOs) to manage projects; and 

taking into account the aspirations and existing skills of the poor in 

deriving specific initiatives (Palmer and ODA, 2003, 32). 

The presence of lscor in Emfuleni provides a strong basis for a vibrant and 

integrated steel industry in the region. 

This chapter provides a detailed discussion of co-operatives. Co-operatives 

are discussed with reference to the following aspects: 

instruments that can be applied to promote job-creation in the townships; 

factors that may assist in the development of co-operatives; 

factors that may hamper the development of co-operatives; 

co-operative development policy; 

types of co-operatives; and 

contributions of co-operatives to economic development. 

The chapter also discusses local economic development and shows how local 

authorities can intervene to stimulate the development of co-operatives. 
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4.2 INSTRUMENTS THAT CAN BE APPLIED TO PROMOTE 

JOB-CREATION IN THE TOWNSHIPS 

The high rate of unemployment in the townships 

of industrial restructuring. Industrial restructuring 

productive sector from being highly protected 

outward oriented one, based on increasing price 

is partly the result of a policy 

means the adjustment of the 

towards being a liberalised 

competitiveness (Pelupessy, 

2001). Unemployment in the townships can also be attributed to the IMF1s 

Structural Adjustment Programmes. The success of these programmes is 

measured by their capacity to generate linkages in the local economy, 

increased factor productivity, and raised ex1 

over time (Pelupessy, 2001). With regard to 

particular, South Africa, very little progress 

mentioned areas (Pelupessy, 200 1 ). 

ort and product diversification 

sub-Saharan countries and, in 

)as been made in the above- 

TABLE 4.1 Formal sectoral employment: Emfuleni in 1993 and 1998 

I Agriculture I 3 594 1 2 946 1 
Sector 

I Mining I 289 1 432 1 

1993 1998 

Manufacturing 

Energy 

Construction 

Trade 

/ Services I 35 269 1 27 1571 

60 425 

2 711 

Transport 

Finances 

40 082 

I 363 

10 407 

40 536 

I I I I 

Source: Pelupessy, 2001 (adapted) 

9 008 

28 202 

5 753 

7 025 

Total 

Table 4.1 shows sectorally based employment in the Emfuleni area in 1998 

5 118 

5 404 

as compared with that in 1993. 

166 009 

The table above shows a downward trend in employment in all sectors 

(except mining) of the Emfuleni economy. The manufacturing sector, together 

with other sectors such as trade and finance, has shed a large number of jobs 

119 712 
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over the five-year period (1 993-1 998). lscor retrenched its workforce country- 

wide from 56 000 people in 1993 to 26 000 in 2000 (Urban-Econ, 1998:85). 

Employment in the giant Vanderbijlpark plant decreased from 20 000 to 9 000 

over the same period. The bleak unemployment statistics depicted above are 

attributable to the restructuring of the industry. In order to achieve 

international competitiveness, labour-intensity and costs have been reduced 

(Urban-Econ, 1998:90). 

It is on the basis of the above statistics that a need arises for both government 

and industry to consider the introduction of more labour-intensive businesses, 

through, for instance, promoting the formation of small-scale businesses such 

as co-operatives. 

4.2.1 Job-creation policies 

A number of policies have been developed to stimulate job-creation at macro- 

economic, local, and sectoral levels. The main macro-economic instrument for 

job creation at national level is the Growth Employment and Redistribution 

policy (GEAR). There are also other policies that have been developed such 

as those presented in the Mbeki Report and the Department of Labour's 

Report (Pelupessy, 2001 : 12). 

GEAR emphasizes the need to increase employment within a stable macro- 

economic framework, which implies the promotion of mainstream restructuring 

strategies (GEAR, 1996). The Mbeki Report gives more attention to labour 

market segmentation and the problems related to job creation. The report 

argues for more targeted sectoral policies (Pelupessy, 2001 : 12). The 

Department of Labour's Report proposes, amongst other things, the 

promotion of a broad range of measures to improve labour market efficiency 

in order to support vulnerable groups and to increase labour skills and 

education, for example, the Umsobomvu Fund (Pelupessy, 2001 : I  3). 

The policies described above are, however, not specifically targeted at 

regional development, or on an even smaller scale, township development. 
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At a local level, investment incentive schemes to promote local economic 

development and job-creation have been developed. Incentives offered by 

local governments range from infrastructural upgrading of local areas to the 

provision of economic support to large and small businesses. 

Emfuleni can take advantage of instruments like the Gauteng "Vusani 

Amadoloba" Fund. This fund can be used to co-finance a wide range of non- 

productive and productive projects, for example, the improvement of market 

infrastructure and the regeneration of small businesses. Due to financial 

constraints, local governments such as Emfuleni could only offer limited 

incentives from their own budgets. Emfuleni, for instance, offers reduced 

electricity rates and land prices as well as the postponement of rates and 

taxes for a certain period of time. These incentives are aimed primarily at 

industrial investors in the townships (Pelupessy, 2001 : I  3). The big business 

community in Emfuleni has also assisted in the development of small 

business in the area through the development of small business incubators 

such as the Boipatong Development Company near the township of 

Boipatong. 

4.2.2 The formation of a township-oriented business development 

strategy 

Townships in Emfuleni are generally characterized by the lack of employment 

opportunities which lead to high levels of unemployment. One of the main 

problems facing townships in Emfuleni is that they are not productively 

integrated into the local economic system (Pelupessy, 2001 :14). 

Pelupessy (2001:15) argues that local policies should aim explicitly at the 

integration of the townships into the formal economic system by means of the 

creation of linkages between township businesses and the dynamic regional 

export companies. Pelupessy (2001 :14) makes use of linkage analysis to give 

indications of existing potential development opportunities and constraints. 

Four kinds of linkages that can serve as inducement mechanisms and their 

possible importance to local economic development in Emfuleni are discussed 

below. 
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4.2.2.1 Backward linkages 

The backward linkage of a sector is the effect of a change in the demand for 

production of that sector, on its demand for intermediate inputs derived from 

other sectors (Slabbert, 2001 :75). 

The local manufacturing industry has very strong backward linkages. 

However, due to the sophistication, scale and technology needed to produce 

these factor inputs, it will be unrealistic to expect that such industries could be 

established in the townships given the present status of production factors 

and conditions in the townships (Pelupessy, 2001 : 15). 

4.2.2.2 Forward linkages 

A forward linkage can be explained as the extent to which a sector is 

dependent on another sector for its inputs (Slabbert, 2001:76). For instance, 

lscor produces an intermediate product; this implies that further value is 

added by downstream industries. The closure of lscor, for instance, will 

inevitably lead to the closure (or departure) of firms using iron and steel as 

inputs in their production processes. In total, the manufacturing sector of 

Emfuleni contributes 17.4 percent of the industrial inputs in Gauteng 

(Pelupessy, 2001 : 15). It should, therefore, be possible to establish 

downstream employment opportunities in Emfuleni. Downstream industries 

can be established in the townships specializing in the production of basic 

consumer goods, for example, small factories that specialize in further 

processing of steel and metal. The quality and skills of the labour force in 

Emfuleni is inappropriate for the relatively high technology industries in the 

towns. The skill levels of the unemployed could, however, be profitably 

engaged in intermediate and relatively low technology industries. Co-operative 

organizations could be established in the townships to assist small producers 

to access inputs at lower prices. Co-operative organizations can also expose 

producers to markets for final products within and outside the townships 

(Pelupessy, 2001 : 15). 
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4.2.2.3 Fiscal linkages 

The possibility of charging a development tax on the large formal 

manufacturing enterprises could be explored. These taxes could, in turn, be 

used to fund development projects in the township (Pelupessy, 2001 : I  7). 

4.2.2.4 Consumption linkages 

Consumption linkages refer to the stimulation of the production of consumer 

goods through the demand from newly earned income. Income generation in 

townships may expand markets that make investments in the local production 

of basic consumer goods more attractive (Pelupessy, 2001 : 17). 

4.3 FACTORS THAT MAY ASSIST THE DEVELOPMENT OF 

CO-OPERATIVES 

Small-scale businesses play an important role in the national economy. Co- 

operatives have, however, (as indicated by Table 4.2 below) not been the 

business type of choice amongst small entrepreneurs. However, the failure of 

individually run small enterprises may create a need for other types of small- 

scale businesses such as co-operatives (Burger, 1997:93). The table below 

shows that there is still much scope for the development and establishment of 

co-operatives. The table indicates that there were only 654 formally registered 

co-operatives in the five provinces listed in 2002. Gauteng had only 54 

formally registered co-operatives, thereby indicating a need to further explore 

the establishment of co-operatives, particularly, small manufacturing co- 

operatives as a means of tackling unemployment and poverty. 
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TABLE 4.2 Registration status of co-operatives by province 

Province 

-- - - 

Kwa-Zulu-Natal 

Gauteng 

Eastern Cape 

Western Cape 

-- 

Mpumalanga 

Tota I 

Registered Co-operatives 

Source: NCASA, 2002 (adapted) 

Most of the attention and support that has been given to other forms of small 

enterprises such as SMMEs can also be extended to co-operatives. The 

following recommendations for the support of SMMEs can easily be extended 

to co-operatives: 

financial assistance, for example, micro-finance; 

technical assistance, for example, information on changing markets and 

technology; 

training which may include on-the-job training or classroom instruction 

on virtually any relevant aspect, for example, financial management; 

provide SMMEs with information on service suppliers, availability of 

training, product opportunities, design and packaging, raw materials and 

machinery suppliers, research and development, distribution channels, 

legal issues and other services; 
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industrial cluster development, which involves small-scale factories 

located together for easy access. The rent for the premises is usually 

subsidized; and 

government and private sector procurement from SMMEs. (Rwigema 

and Karungu, 1999:113) 

Looye (1998:65-78) discusses factors that may assist the development of 

small-scale manufacturing businesses in each of the following sub-sections. 

4.3.1 Registration 

Legislation must create favourable conditions for the operation of small 

businesses by way of simplifying bureaucratic requirements for registration 

and providing incentives or preferential treatment to those businesses that are 

registered. 

4.3.2 Technology 

Appropriate measures must be taken to maintain the financial and technical 

accessibility of machines by small businesses. Most of the iron and steel small 

business operators in the townships use "low-tech" and labour-intensive 

equipment which contributes to job creation, for example, equipment that 

produces security gates. 

4.3.3 Training 

Training is a very important aspect in the development of small businesses. 

While the value of hands-on training is recognized, the absence of formal 

instruction may limit the ability of small firms to improve their products or 

introduce new ones and grow. 

4.3.4 Information 

Small businesses need to know about technology, potential clients, prices, 

government legislation, and other things relating to business operations. 

Access to such information can expose small businesses to both money- 

saving and money-making opportunities. When such information is lacking, 

business operations and profitability can suffer. 
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4.3.5 Market control 

There are different methods of securing markets that can be used by small 

businesses. The methods can be described as follows: 

small businesses can increase their security and the probability of their 

survival and of increased sales by controlling markets by securing their 

existing markets or moving into new ones or forming associations, for 

example, purchasing co-operatives; 

another way of securing markets is by subcontracting. Small firms can 

be contracted by larger firms to produce parts of their products; 

in addition to special government legal, technical and financial 

assistance, co-operatives can also benefit from government 

procurement programmes, for example, township based co-operatives 

can benefit from preferential procurement policies; 

business fairs can also be organized for the purpose of expanding 

markets for small businesses. 

4.3.6 Common infrastructure 

One of the most effective ways to promote the development of 

entrepreneurship is by improving infrastructure. An efficient and well-managed 

infrastructure network, which includes water and electricity, efficient transport, 

communication and road networks, can be one of the key factors in the 

development of small-scale local enterprises such as co-operatives. 

4.3.7 Producer infrastructure 

Producer infrastructure refers to resources such as shared machinery or 

showrooms used by similar businesses. Such commonly held resources can 

reduce production costs and increase cooperation among participating firms. 

According to Tapiero (1 989:473), emphasis must be given to three essential 

problems if co-operatives are to be successfully developed. He lists the 

problems as follows: 
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addressing issues relating to democratic processes within the co- 

operative; 

assuring in several ways individual and collective interests; and 

providing a support infrastructure for co-operatives since they have a 

smaller chance of survival if they operate in isolation (Tapiero, 

1 989:473). 

4.4 FACTORS THAT MAY HAMPER THE DEVELOPMENT OF 

MANUFACTURING CO-OPERATIVES 

Several factors may lead to the failure of manufacturing co-operatives. 

Tapiero (1 989:472) mentions the factors that may hamper the development of 

manufacturing co-operatives as follows: 

continuous competition with capitalist manufacturing firms, whose motive 

is only profit maximisation, and who may be oblivious to workers' 

welfare; 

the need for professional managers has increased with the complexity of 

economic markets and the structure of firms; 

democratic processes in some co-operative firms as well as 

overindulgence of members of the co-operative have also hampered the 

adaptibility of such firms; 

multiple issues relating to equity among members, evolving into personal 

feuds, and no appropriate mechanism for resolving internal conflicts 

have also been a major source of failure. This has lead either to critical 

human resources exiting in the co-operative or to an outright demise of 

the co-operative firm; and 

economic success, just as economic failure can also be a source of 

frustration for manufacturing co-operatives, as members may be 

reluctant to share the 'spoils' with new and potential applicants to the co- 

operative (Tapiero, 1989:472). 
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The factors outlined above impose tremendous challenges on the design, 

management and maintenance of manufacturing co-operatives. Other 

challenges facing co-operatives are: 

The 

business viability which is a complex challenge in any business. It is 

even more difficult in the context of a group enterprise such as a co- 

operative; 

management of an enterprise involves a complex range of skills. The 

complexity of management escalates when an enterprise requires a 

collective management of resources; and 

dependence on technical support due to lack of management skills in 

many co-operatives: aspects such as the design and operationalisation 

of effective systems for procurement, production, record keeping, 

invoicing, sales, distribution and all other functions of management will 

require extensive technical assistance. This type of assistance is usually 

very costly and can rarely be paid by the co-operative itself (Philip, 

2003:ZO). 

factors discussed above which include those assisting the development 

of co-operatives as well as hampering factors must be taken into account in 

the running of a successful co-operative. 

4.5 POLICY FOR CO-OPERATIVE DEVELOPMENT 

The United Nations recognizes the contribution co-operatives can make in 

achieving the millennium goals of full and productive employment, eradicating 

poverty, enhancing social integration and promoting the advancement of 

women. For the co-operative movement to fulfill this potential, government 

needs to develop and sustain a supportive environment that allows supportive 

co-operatives to grow (Parliamentary Monitoring Group, 2004: 1). 

One of the greatest problems facing the South African economy is to increase 

the number and variety of viable and sustainable economic enterprises. The 

government should, therefore, promote the development of economic 
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enterprises that diversifies ownership, size and geographic location of 

enterprises. A viable, dynamic, autonomous, self-reliant and self-sustaining 

co-operative movement can play a major role in the economic, social and 

cultural development of South Africa. It can do so through effective and 

efficient services being extended by co-operative enterprises to their 

members. By so doing, co-operatives contribute to the creation of jobs, 

income generation, resources mobilization, and broad-based economic 

empowerment, thereby enhancing sustainable human development in South 

Africa (Parliamentary Monitoring Group, 2004:2). 

Co-operatives are normally founded on the following principles: 

voluntary and open membership: co-operatives are voluntary 

organizations, open to all persons able and willing to offer their services 

and willing to accept the responsibility of membership without gender, 

social, racial, political, or religious discrimination; 

democratic member control: co-operatives are democratic organizations 

controlled by their members who actively participate in setting their 

policies and making decisions; 

member economic participation: members contribute equitably and 

assist in democratically controlling the capital of their co-operative; 

autonomy and independence: co-operatives are autonomous self-help 

organizations controlled by their members; 

education, training and information: co-operatives provide education and 

training for their members, elected representatives, managers and 

employees, so they can contribute effectively to the development of their 

co-operative; 

co-operation among co-operatives: co-operatives serve their members 

most effectively and strengthen the co-operative movement by working 

together through local, national and international structures; and 
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concern for community: co-operatives work for sustainable development 

of their communities through policies approved by their members. 

(Philip, 2003:7) 

4.5.1 Goals of a co-operative development policy 

A clear, comprehensive, and widely agreed co-operative development policy 

will, if implemented, successfully achieve the following goals: 

create an enabling environment for co-operative enterprises which 

reduces the disparities between urban and rural business (and also 

between towns and townships), and is conducive to entrepreneurship; 

promote the development of economically sustainable co-operatives that 

will significantly contribute to the country's economic growth; 

increase the number and variety of economic enterprises operating in 

the economy; 

increase the competitiveness of the co-operative sector so that it is 

better able to take advantage of opportunities emerging in national and 

international markets; 

encourage persons and groups who subscribe to values of self-reliance 

and self-help, and who choose to work together in democratically 

controlled enterprises, to register as co-operatives; 

enable co-operatives to acquire a legal status separate from their 

members; 

promote greater participation by black persons, especially those in rural 

areas (and townships), women, persons with disabilities, and youth in 

the formation and management of co-operatives; 

establish a legislative framework that will preserve the co-operative as a 

distinct legal entity; 
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facilitate the provision of support programmes that target co-operatives, 

and specifically co-operatives that create employment or benefit the 

disadvantaged groups; and 

improve communication between the government and the co-operative 

movement (Parliamentary Monitoring Group, 2004:3). 

4.5.2 The scope of a co-operative development policy 

A successful co-operative development policy should cover all types and 

forms of co-operatives in all sectors of the economy, but with more emphasis 

on supporting emerging co-operative enterprises. Emerging co-operatives are 

those that are identified as struggling for survival and lacking training. The co- 

operative development policy should, therefore, focus on emerging co- 

operatives as an important category that deserves special attention 

(Parliamentary Monitoring Group, 2004:4). 

4.5.3 Policy instruments to support co-operative enterprises 

Although co-operatives are not government owned, government can intervene 

through designing support measures that will ensure the success of the co- 

operative sector. These can include measures that ensure that co-operatives 

have access to markets, government and private sector contracts. 

Policy instruments to support co-operative enterprises can include, amongst 

others, the following: 

establishing a Co-operative Development Fund for technical assistance 

and capacity building; 

designing special incentives and support measures for co-operative 

enterprises; 

availing access to infrastructure through incubation programmes; 

offering tax incentives to co-operative enterprises; and 

preferential procurement (Parliamentary Monitoring Group, 2004:8). 

Page 73 



4.6 TYPES OF CO-OPERATIVES 

There are two chief types of co-operatives, namely, worker co-operatives and 

user co-operatives. The key feature of worker co-operatives is that worker co- 

operatives' members own and control the co-operative on the basis of one- 

man-one-vote. In this way, worker co-operatives potentially provide a radical 

alternative to the employment relationship found in conventional enterprises 

(Philip, 2003:4). 

User co-operatives are client owned. The main distinguishing factor between 

user co-operatives and worker co-operatives is that in user co-operatives, the 

members are the users of the co-operatives1 economic services, rather than 

being workers in the enterprise. In these co-operatives, members use 

collective organization to create economies of scale as a way to enhance their 

economic access or to gain economic advantage, whether in relation to 

purchasing, marketing, access to financial services, access to housing, or 

social services such as educare and health. Examples of user co-operatives 

are listed as follows: 

housing co-operatives; 

social co-operatives; 

agricultural co-operatives; 

financial services co-operatives; 

consumer co-operatives; 

marketing co-operatives; and 

transport co-operatives (Philip, 2003:5): 
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4.7 CONTRIBUTIONS OF CO-OPERATIVES TO ECONOMIC 

DEVELOPMENT 

According to the Parliamentary Monitoring Group (2004:7), co-operatives 

contribute to economic development through the improvement of the socio- 

economic conditions of their members. Because of their dual nature 

(members are simultaneously owners and users of the co-operative), co- 

operatives are more appropriate for specific population groups and 

geographical areas. Co-operatives, therefore, have an in herent special 

potential for socio-economic development. An economically viable co- 

operative can have a vast developmental potential to: 

create and develop income generating activities and sustainable decent 

employment; 

develop human resource capacities and knowledge of the values, 

advantages and benefits of the co-operative movement through 

education and training; 

develop the co-operative's business potential, including entrepreneurial 

and managerial capabilities; 

strengthen the co-operative's competitiveness as well as gain access to 

markets and institutional finance; 

increase savings and investment; 

improve social and economic well-being, taking into account the need to 

eliminate all forms of discrimination; 

contribute to sustainable human development; 

establish and expand a viable and dynamic distinctive sector of the 

economy which responds to the social and economic needs of the 

community; and 
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enhance broad-based economic empowerment, thereby assisting the 

government in achieving the objectives of its micro-economic reform 

strategy (Parliamentary Monitoring Group, 2004:7). 

4.8 LOCAL ECONOMIC DEVELOPMENT 

Political intervention in South Africa has led to an increasing emphasis on 

development. A wish that is often expressed is that local authorities should be 

more involved in the development of their communities. 

Local government has an important role to play in supporting co-operative 

development and providing an environment in which co-operatives can 

flourish through existing programmes such as local economic development 

(LED) strategy. Co-operative enterprises enable local people to be directly 

involved in producing and delivering goods and services that their members 

and community require (Parliamentary Monitoring Group, 2004:8). 

In the past, local governments were tasked mainly with administrative issues 

like providing and maintaining the infrastructure for effective service delivery, 

for example, water and electricity and refuse removal (Van Niekerk, Van der 

Waldt and Jonker, 2001 :35). 

But local governments are now encouraged to adopt a developmental 

orientation that is mission driven. Local authorities should no longer be seen 

as administrators only, but also as catalysts for economic development in their 

regions. 

According to section 152(1) of the Constitution (1996), the following are the 

roles of local government in local economic development (LED): 

enhance the quality of life of its citizens; and 

improve or develop the economic conditions and social services for its 

citizens. 
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Municipalities must develop a vision as part of their work on integrated 

development plans. This vision should be used to produce objectives and 

performance targets which can be used to develop government programmes. 

The table below provides some examples of the different roles that local 

governments can play in LED. 
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TABLE 4.3 Role of local government in LED 

Municipal Role 

Facilitator 

Stimulator 

Entrepreneur or 

Developer 

Source: DPLG, 2003:2 

Explanation of municipal role 

In this role the municipality acts as a co-ordinating 

body. An important tool for co-ordination, is the 

Integrated Development Plan (IDP), which draws 

together the developmental objectives, priorities, 

strategies and programmes of a municipality. The 

IDP can be used to ensure that LED initiatives are 

co-ordinated with other municipal programmes, and 

appropriately linked to national and provincial 

initiatives. 

In this role the municipality improves the 

investment environment in the area. For example, 

the municipality may streamline the development 

process, or improve planning procedures or zoning 

regulations. 

In this role municipalities stimulate business 

creation or expansion. For example, the 

municipality may provide premises at low rent to 

small, medium and micro-enterprises (SMMEs), or 

compile brochures on local investment 

opportunities, or promote a particular tourism 

theme or activity in a key venue. 

In this role the municipality takes on the full 

responsibility of operating a business enterprise. A 

municipality can also enter into a joint venture 

partnership with the private sector or a Non- 

Governmental Organization (NGO). 
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Local government may consider making use of the ideas suggested below in 

their development of a mission for local economic development (LED): 

economic growth: promote investment in jobs, new growth sectors and 

support for innovation; 

broadening ownership: mobilise support for small enterprise 

development, community co-operatives and corporations; 

spatial integration: mixed income development, linking towns and 

townships and investment in public transport; 

addressing backlogs: infrastructure investment plans for basic services; 

reducing inequality: special programmes to target poverty; 

right and responsibilities: socio-economic rights, payment of services 

according to affordability; 

efficient government: performance standards, quality of outputs, speed, 

responsiveness and working with labour to improve services; and 

civic pride: community participation and partnerships (CASE, 2001 : 13). 

Local government can use certain principles that can assist in the successful 

implementation of LED. The principles that can be applied in LED are listed as 

follows: 

local people, through their democratically elected local council, should 

establish a vision for LED. This involves promoting growth, reducing 

inequality, increasing participation and tackling poverty; 

the basic quality of life in regions is the key determinant of their success; 

everything that the council does competently will contribute toward 

economic development. Responsibility for LED should not be confined to 

a special unit or programme responsible for investment promotion; 
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investment promotion is a vital component of LED. Efforts to attract 

investment should be linked to clear social and economic goals, 

especially job creation and balanced development; 

a major opportunity for growth and development lies in meeting basic 

needs; 

a more supportive civic culture will encourage an adventurous business 

climate; 

a divided city cannot be successful or competitive. It is in everybody's 

interest to narrow the gaps which divided people geographically and 

economically; and 

the economic potential in impoverished communities is tremendous. 

With the right support and encouragement, including concerted 

education and training, the poorest people in the community can achieve 

a lot (IRI, l998:4). 

LED efforts have to be pursued due to their importance especially with regard 

to the following aspects: 

stimulating local employment opportunities in sectors that improve the 

community using existing human, natural and institutional resources; 

increase income levels and enable people to pay for services; 

broaden the tax and revenue base of a local authority; 

enable the local authority to provide more and better services and 

facilities; 

concentrate on human resource potential and opportunities for 

development; 

build new institutions for sustainable economic development; and 
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promote linkages between developed and under developed regions (IRI, 

1998:5). 

There are various approaches how LED can be undertaken. Table 4.4 below 

illustrates the different LED approaches 

TABLE 4.4 LED approaches 

Approach 

Traditional 

Urban Efficiency 

Entrepreneurial 

and Sectoral 

Progressive- 

Competition 

Progressive- 
Community 
Based 

Radical, 
Redistributive anc 
Socialist 

Method 

Industrial recruitment 

Local authorities raise 

urban productivity partly 

by lowering the cost of 

living and doing business 

locally 

l nvest ~n Sunrise 

(Emerging) Sectors 

Support industries that 

show potential for 

maximizing local social 

benefits 

Emphasizes the 
importance of working 
directly with low income 
communities and their 
organizations 
Direct intervention to 
equalize wealth 

Rationale 

Investment creates jobs and 

provides taxes, which can be 

used for service provision 

Private investment creates 

jobs and wealth and requires 

cheap inputs, thus reducing 

costs by lowering taxes and 

improving business services 

Invest in new, emerging high 

tech industries to be able to 

compete in the global 

economy 

Support for emerging 

industries, but strategic 

intervention should be aimed 

at developing sectors that 

create the right jobs for the 

poorest people 

New industries can make 
inequality worse. Need to 
ensure that benefits are more 
equitably distributed 

Government controls 
economy to ensure more 
equitable distribution of 
wealth 

Source: CASE, 2001 : 1 1  
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Although these approaches are distinct from one another, in practice, usually 

a combination of two or more of these approaches are applied in order to 

attain successful LED implementation (CASE, 2001 :12). 

Unlike in the past, local government's responsibility is no longer just the 

provision of administrative services like maintaining the infrastructure or 

effective service delivery. On the contrary, local governments, in addition to 

providing the services mentioned above, need to have a clear developmental 

mission. Furthermore, local governments are encouraged to devise 

intervention strategies to deal with poverty (Burger, 1 997:93). 

The following are types of intervention strategies that a developmental entity 

(such as a municipality) can consider: 

a strategic mission-driven management approach; 

comprehensive development activities are preferred to activities confined 

to a single sector or discipline; 

people should be encouraged to develop themselves rather than being 

simply provided with services; 

co-ordination is of central importance; 

continuous consultation with relevant stake-holders is also important; 

capacity-building and empowerment must also be considered; 

all strategically important stakeholders must be involved; 

there must be closer facilitation between individuals or groups as clients, 

suppliers, competitors and regulators; and 

activities should be evaluated constantly (Burger, 1 997:93). 
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4.9 CONCLUSION 

A co-operative is defined as an autonomous association of persons united 

voluntarily to meet their common economic, social and cultural needs and 

aspirations through a jointly owned and democratically controlled enterprise. 

This chapter discussed co-operatives with reference to aspects such as 

instruments that can be applied to promote job-creation in the townships, 

factors that may assist in the development of co-operatives, factors that may 

hamper the development of co-operatives, and co-operative development 

policy. The contributions of co-operatives to economic development were also 

discussed. 

The chapter further discussed the concept of local economic development 

(LED). LED is regarded as a strategy that can be applied to foster co- 

operative development and also assist in creating an environment in which co- 

operatives can thrive. Aspects relating to LED such as the role of local 

government in LED and the various LED approaches were discussed. 

Any initiative aimed at poverty alleviation needs to be targeted directly at the 

townships, where the levels of poverty and long-term deprivation are the 

highest. 

The failure of individually run small-scale businesses creates a need for other 

types of small businesses. Co-operative enterprises can be considered as 

alternative forms of business ownership that can contribute positively to job- 

creation efforts in the townships. 
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CHAPTER 5 THE INFORMAL IRON, STEEL, AND 

METAL MANUFACTURING BUSINESSES IN 

BOIPATONG: AN ANALYSIS 

5.1 INTRODUCTION 

A survey was conducted among the informal iron, steel, and metal 

manufacturing businesses in Boipatong during August 2004. A sample of 

approximately 20 informal iron, steel and metal manufacturers were 

interviewed (a copy of the questionnaire is in Annexure C). The aim of the 

survey was to gather information such as the following: whether the informal 

entrepreneurs were previously engaged in the formal iron, steel and metal 

sector, how long entrepreneurs have been engaged in informal 

manufacturing, types of markets targeted by the entrepreneurs. This survey is 

compared to a similar survey conducted on SMMEs by Rwigema and Karungu 

(1999) in the townships of Soweto and Orange Farm, south of Johannesburg. 

Trained fieldworkers, using a structured questionnaire, interviewed a sample 

of 841 small businesses. 

5.2 A PROFILE OF THE IRON, STEEL, AND METAL 

MANUFACTURERS IN BOIPATONG 

5.2.1 Time period engaged in business 

In Figure 5.1, it is indicated that 38.5 percent of the sample in Boipatong 

engaged in informal iron, steel and metal manufacturing have been involved in 

manufacturing activities for a period of 1 to 5 years. In the survey conducted 

by Rwigema and Karungu (1 999:l 15) in Soweto and Orange Farm, two thirds 

of the businesses had existed for a comparable period (1-6 years). 

International experience indicates a high failure rate among business start- 

ups, particularly in the first year. The continued existence of the operations 

represents some degree of success. 
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FIGURE 5.1 Years engaged in the informal iron, steel and metal

manufacturing
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FIGURE 5.2 Previous involvement in formal iron, steel and metal

manufacturing
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Figure 5.2 indicates that 84.6 percent of the people involved in informal iron,

steel and metal manufacturing have previously been involved in the formal

sector. This indicates that the majority of people retrenched in the formal steel
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sector are using the experience gained in the formal sector to start their own

businesses in the informal sector. While no specific question was asked as to

whether respondents had any previous business experience, the

entrepreneurs' previous experience gained in the formal sector is certain to be

of great help in successfully running their current businesses. In the survey

conducted by Rwigema and Karungu in Soweto and Orange Farm, on the

other hand, a specific question was asked as to whether respondents did

have any previous business experience. The survey results indicated that only

19 percent of the respondents had any previous business experience. A total

of 81 percent had no previous experience. Taking into account the similarity of

the socio-economic conditions of the two areas, it can be concluded that it is

likely that the majority of the entrepreneurs in Boipatong did not have any

previous experience in operating a business.

5.2.2 Acquisition of manufacturing skills

FIGURE 5.3 How operators acquired manufacturing skills
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Source: Survey Data, 2004

According to Figure 5.3, 46.2 percent of the people engaged in informal iron

manufacturing activities acquired their manufacturing skills from previous

employment in the formal sector. A total of 38.5 percent acquired their skills

from relatives. Only 7.7 percent had formal training in manufacturing. No

Page86

- - - -- - -- -------



specific question regarding the acquisition of skills was asked in the survey

conducted in Soweto and Orange Farm.

5.2.3 Size of the business

FIGURE 5.4 Number of people involved when the business started and

at present
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Figure 5.4 classifies the informal iron and steel manufacturing businesses into

different categories based on the number of people involved when business

started and at present. In each of the categories (1 to 6) in figure 5.4, the first

bar indicates the number of people involved when the business started, the

second bar indicates the number of people involved at present and the third

bar indicates the percentage of businesses falling into the category.

Figure 5.4 indicates that the majority of the informal sector iron and steel

businesses do not reflect any significant growth. None of the businesses in

the survey employed more than 4 people. Category 1 in figure 5.4 shows that

approximately 53.8 percent of the businesses employed only one person
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when the business started (Le. the owner), and are currently employing one

person only (the owner). Category 4 in figure 5.4 indicates that 7.7 percent of

the businesses employed one person when the business started and are now

employing 4 people. Lack of growth of small businesses may be ascribed to

aspects such as poor management and lack of marketing skills. The survey

conducted in Soweto' and Orange established that 41 percent of the

businesses employed only one person, namely, the owner. This is

comparable with the 53.8 percent of businesses in Boipatong that are

operated by one person. This raises the question of employment potential

among small and micro-enterprises, possibly arguing the case for the

establishment of co-operative enterprises as an alternative form of ownership.

5.2.4 Reasons for starting business

FIGURE5.5 Reason for starting own business
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According to Figure 5.5, 30.8 percent of the informal entrepreneurs surveyed

cited lack of formal employment as a major reason for starting their own

businesses. The same percentage indicated retrenchment as the major

reason for starting an own business. Another 30.8 percent indicated other

reasons as a motive for starting an own business. Only 7.7 percent of the

entrepreneurs interviewed in Boipatong indicated economic reasons as a
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motive for starting their own businesses. In the Soweto and Orange Farm

survey, 59 percent of the respondents cited lack of employment opportunities

as a major reason for starting a business. From the above analysis, it could be

seen that the survivalist motive dominates over a deliberate desire to start a

business.

5.2.5 Type of start-up capital employed

FIGURE 5.6 Source of start-up capital
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As shown in Figure 5.6, 84.6 percent of the informal manufacturing

entrepreneurs used their own savings to start their own businesses. This

indicates that most of the entrepreneurs are likely to have used their

retrenchment packages and retirement funds to start businesses. None of the

respondents to the survey made use of loans as start-up capital. This can

largely be ascribed to the stringent requirements that banks impose on

borrowers, for instance, collateral and business plans. The majority of the

informal entrepreneurs cannot provide the required collateral or draw up a

business plan due to lack of training. No specific question was asked

concerning start-up capital in the Soweto and Orange Farm survey.

---
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5.2.6 Target market

Figure 5.7 shows that 92.3 percent of the informalentrepreneurs manufacture

products for immediate home needs and the neighbourhood market. Due to

the smallness of their operations, informalmanufacturers do not usually focus

on large orders. Another reason why the informalentrepreneurs produce only

for immediate familyneeds and the neighbourhood market could be a lack of

tendering skills. In the Soweto and Orange Farm survey, 93 percent of the

businesses targeted immediate home needs and the neighbourhood market.

This is similar to the findings in Boipatong. Only 7.7 percent of respondents in

Boipatong targeted other markets such as contracts with big business as

compared to 5 percent of respondents in Soweto and Orange Farm who

claimed to have deals with big business.

FIGURE 5.7 Type of market targeted by operators
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Figure 5.8 shows that the majority of the entrepreneurs interviewed indicated

that business flourishes in the spring and summer months. The entrepreneurs
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indicated that winter months are bad for business. No specific question was

asked in the Soweto and Orange Farm survey about this aspect.

FIGURE 5.8 Months good for business since operators started with

their businesses
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5.2.7 Financial management

FIGURE 5.9 Do operators hold separate bank accounts for their

businesses?
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This question if operators held separate bank accounts for their businesses

(Figure 5.9) was posed primarily to test the managerial effectiveness of the

entrepreneur. The majority of the informal entrepreneurs (92.3 percent) utilize

their personal bank accounts to run their business affairs. This indicates lack

of business and financial training. The entrepreneurs in Soweto and Orange

Farm were better off as 63 percent of them claimed to differentiate between

business and personal expenditure. The above situation makes it difficult to

determine if the business is profitable or not.

5.2.8 Future plans

FIGURE 5.10 Operators future plans for their businesses

--

Source: Survey Data, 2004

Figure 5.10 shows that the majority (84.6 percent) of the entrepreneurs

expressed willingness to expand operations. Expansion of operations does

not seem to be a feasible prospect due to the conditions under which they

operate (e.g. limited space) The 15.4 percent of entrepreneurs who indicated

that they are satisfied with the current size of their businesses are mostly

those that retired on account of old age. No similar question was asked in the
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Soweto and Orange Farm survey. However, the respondents' preparedness

to undergo training indicates their willingness to expand their businesses. A

total of 87 percent of respondents indicated that they would attend business-

related training if they were offered the opportunity.

5.2.9 Preferred form of business ownership

FIGURE5.11 Are operators interested in working together with a big

factory?
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Although the majority of the entrepreneurs (76.9 percent) indicated willingness

to work with a big factory (as indicated in Figure 5.11) through, for instance,

sub-contracting agreements, their capacity to do so is doubtful given the size

and nature of their operations.
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FIGURE 5.12 How operators would like to work

90.0

80.0

70.0

~ 60.0

~ 50.0
Q)
o 40.0
~
Q)a. 30.0

20.0

10.0

0.0

-- -- --- -

--

- - ---

23.1

--

Own business Co-operativ,

Source: Survey Data, 2004

Figure 5.12 indicates that a high percentage of the informal entrepreneurs

(76.9 percent) indicated willingness to work together in a co-operative

structure. In the Soweto and Orange Farm survey respondents were asked

whether they would like to join a co-operative. About 80 percent of the

respondents expressed interest, even if payment was required, showing

awareness of the benefits of co-operative membership.

5.2.10 Problems encountered in running of business

Figure 5.13 highlights problems that entrepreneurs normally encounter. A

high number of respondents (12) indicated lack of equipment as the major

problem facing their businesses. Although many of the respondents did not

indicate finances as their major problem, (only 3 respondents indicated

financial problems as a constraint to their business), lack of equipment can be

closely linked to lack of finances. Poor payment from customers is one of the

main problems facing the informal entrepreneurs (8 respondents indicated

poor payment as a constraint). All of the businesses surveyed operate from

their backyards. Four of the respondents indicated working space as a

constraint to their business. No similar question was asked in the Soweto and

Orange Farm survey.
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FIGURE 5.13 Problems that operators are encountering with the running

of their business
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5.2.11 The impact of job-creation in Boipatong

In Section 3.2 the unemployment rate in Boipatong was determined at 59

percent. The unemployment rate amongst the poor is 72.4 percent. The total

population in Boipatong is estimated to be 16 868, with 4 490 households. The

headcount index is 0.55, meaning that 2 470 households live in poverty. That

means an estimated 9277 people are poor in Boipatong. About 46 percent of the

population is usually economically active (amounting to 4 267 economically

active poor persons). With an unemployment rate for the poor of 72.4 percent,

this means that the number of unemployed poor persons in Boipatong was

estimated at 3 089 for the year 2004. Most of the unemployed persons who have

some kind of skill, would, if they could get the opportunity, prefer to get further

training in the same field and would like to start self-sustaining activities in the

same field.The followingimpactcouldtakeplaceif theycouldbe assisted

Approximately 5.1 percent of the poor population would prefer to have skills

training in welding. If these people could be assisted to establish businesses,

158 jobs could be generated in the downstream iron and steel sector. Some of
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th.e poor would, however, prefer to have skills training in other sectors. Nearly

one third (15.3 percent) of the poor would like to have skills training in sewing

and knitting. If these people could be assisted, 473 jobs can be generated in

the clothing sector. Approximately 18.6 percent of the poor prefer to have

skills training in retail trade, which is also the most preferred self-sustaining

activity (approximately 44 percent of the poor prefer retail trade as a self-

sustaining activity). Assisting the poor in this sector could generate 575 jobs in

the retail sector.

Assuming that jobs for all 3 089 unemployed poor persons in Boipatong could

be created at an average income of R600 per month the headcount index

could be reduced from 0.55 to 0.32, and the poverty gap index could be

reduced from 0.54 to 0.37. This implies that the percentage of households

below their poverty line would be reduced from 55 percent to 32 percent and

the average shortfall in income of the poor households would be reduced from

54 percent to 37 percent. At an average income of R1 000 per month, the

impact on the community would be that the headcount index would be

reduced from 0.55 to 0.21 and the poverty gap index from 0.54 to 0.39. This

implies that the percentage of households below their poverty lines would be

reduced from 55 percent to 21 percent, and the average shortfall in income of

the poor households would be reduced from 54 percent to 39 percent.
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FIGURE 5.14 Impact of job-creation on levels of poverty in Boipatong
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The impact of job creation at different income levels on the level of poverty in

Boipatong is illustrated in Figure 5.14. At a level of R600 per month per

unemployed person the percentage of households below their poverty line is

reduced to 32 percent. When the poor unemployed receive incomes of R1 000

per month, the poverty rate decreases to 21 percent.

If iron and steel manufacturing co-operatives are established to manufacture

iron and steel products for local and nearby communities, unemployment can

be reduced. As stated above, those residents who prefer training in this field

are 5.1 percent of the poor unemployed population of Boipatong. If those

residents could be assisted that means that 158 jobs could be created in the

iron and steel sector in Boipatong. Moreover, if the 5.1 percent could be

employed, this would reduce the unemployment rate from 59 percent to 53.9

percent.

5.3 SUMMARY AND CONCLUSION

This chapter discussed the results of the surveys that were conducted among

the informal iron, steel and metal manufacturing businesses in Boipatong. The

survey in Boipatong was conducted during August 2004. The survey was
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compared with a similar survey conducted by Rwigema and Karungu (1999) 

among SMMEs in the townships of Soweto and Orange Farm. The surveys 

found that entrepreneurs in both areas faced common internal and external 

constraints. An internal constraint is described as a lack of capacity within 

oneself that is required to operate a business successfully (Nobanda, 

1998:48). The major constraint faced by the entrepreneurs is lack of 

education. There is a broad relation between successful entrepreneurship and 

levels of education and training. 

External constraints involve all those constraints over which the entrepreneur 

has no control (Schmitz, l982:35). Some of the external constraints facing the 

entrepreneurs are as follows: 

lack of formal business training: of those interviewed in Boipatong, 46.2 

percent had acquired their skills from previous employment. Only 7.7 

percent had formal training in metal manufacturing; 

own savings: commercial credit institutions are often reluctant to grant 

loans because they consider the security offered by the small producers 

as inadequate. As was indicated in Figure 5.6, 84.6 percent of the 

informal manufacturing entrepreneurs interviewed in Boipatong used 

their own savings to start their own businesses; 

lack of access to markets: in the Boipatong survey, 92.3 percent of the 

informal metal-manufacturing entrepreneurs interviewed sold their 

products only in the township. In Soweto and Orange Farm 93 percent of 

the entrepreneurs targeted only the neighbourhood market; 

isolation: working in isolation does not only take away the advantage of 

collaboration, such as sharing of information and technology, but also 

erodes the capacity these entrepreneurs would have if they were to work 

as a collective group. All of the entrepreneurs interviewed in Boipatong 

and also in Soweto and Orange Farm operated from their backyards; 

working in big factory: although 76.9 percent of the entrepreneurs in 

Boipatong indicated willingness to work with a big factory through, for 
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instance, sub-contracting agreements, their capacity to do so is doubtful 

given the size and nature of their operations. 

Many of the entrepreneurs in Boipatong (76.9 percent) indicated willingness to 

work together in a co-operative structure. In Soweto and Orange Farm 80 

percent of the respondents expressed interest in co-operative ownership. This 

indicates awareness of the benefits of co-operative ownership. 

The chapter further discussed job creation and its impact on unemployment 

and poverty in Boipatong. The unemployment rate among the poor is 72.4 

percent. The poor unemployed are estimated at 9 277 for the year 2004. It 

was indicated that job creation would have a major impact on poverty. If some 

of the unemployed poor residents could be assisted to establish businesses 

the level of poverty in Boipatong can be reduced as follows: 

approximately 158 jobs can be created in the iron and steel sector; 

approximately 473 jobs can be generated in the clothing sector; and 

approximately 575 jobs can be generated in the retail sector. 

It was shown through illustrative examples that different incomes per month 

would have different impacts on the Boipatong community. For instance, at an 

average income of R600 per month, the headcount index can be reduced 

from 0.55 to 0.32, and the poverty gap index can be reduced from 0.54 to 

0.37. This implies that the percentage of households below their poverty line 

would be reduced from 55 percent to 32 percent and the average shortfall in 

income of the poor households would be reduced from 54 percent to 37 

percent. There is an inverse relationship between the level of average income 

and the rate of poverty, i.e. the higher the level of average income the lower 

the rate of poverty. 
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CHAPTER 6 SUMMARY, CONCLUSIONS AND 

RECOMMENDATIONS 

6.1 SUMMARY AND CONCLUSIONS 

The main objective of this study was to investigate the role that downstream 

iron and steel manufacturing can play in poverty alleviation in Emfuleni, with 

specific reference to the township of Boipatong. 

Employment statistics reveal that there has been a steady decline in 

employment opportunities in Emfuleni from I996 to 2002. The manufacturing 

of basic metals and metal products is responsible for 66.4 percent of all 

manufacturing employment opportunities in Emfuleni (Slabbert, 2001 :24). The 

iron, steel and metal sector has, however, shed thousands of jobs over the 

years. Due to its industrial restructuring programme, Iscor, which is the largest 

employer in the manufacturing sector, has already retrenched thousands of 

workers. The aim of lscor's industrial restructuring programme is to reduce its 

workforce by 6 000 by 2004/2005. This programme has serious negative 

multiplier effects on the Emfuleni Economy. The retrenched workers are likely 

to become part of the bleak unemployment statistics in the townships. 

Unemployment in South Africa is exceptionally high. According to the broad 

definition of unemployment, unemployment has increased from 39 percent in 

1999 to 41.5 percent in 2001 (Statistics South Africa, 2002). The Emfuleni 

economy is currently experiencing extremely high unemployment and poverty 

rates in comparison to national and provincial figures. Unemployment is 

considered to be one of the major causes of poverty; this is also the case in 

Emfuleni, where a positive correlation exists between unemployment and 

poverty. 

Various definitions of poverty were explained in the study. The monetary 

approach is, however, the most dominant in the description and analysis of 

poverty. This method is considered more suitable to measuring poverty in 

developing countries as most people in these countries fail to attain a minimal 
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standard of living measured in terms of basic consumption needs or the 

income required to satisfy them. 

A poverty line is used as a starting point in the measurement of the degree 

and incidence of poverty. It is defined in terms of household income per 

capita. Households with per capita income below the poverty line are 

considered to be poor. 

Several poverty lines are used in South Africa namely, the PDL, MLL, SLL, 

and the HEL. The HSL - or Household Subsistence Level - is the poverty line 

that was used in this study. It is defined as an estimate of the theoretical 

income needed by an individual household to maintain a defined minimum 

level of health and decency in the short-term and is calculated at lowest retail 

cost of a basket of necessities of adequate quality. The HSL covers only basic 

items such as food, clothing, fuelllighting, washinglcleaning material, rent and 

transport. The HSL was used in this study firstly because it covers all major 

centers in South Africa and secondly, as this study includes a comparative 

study between Boipatong and Bophelong and the HSL offers a common 

measure. 

In this study the headcount index has been adapted to indicate the fraction of 

households that fall below their individual poverty lines (i.e. below their HSL). 

In order to determine the degree of poverty, the poverty gap, which measures 

the average shortfall of the incomes of the poor from the poverty line, is used. 

The poverty gap index measures the extent of the shortfall of incomes below 

the poverty line. This study calculated the headcount index, the poverty gap 

and the poverty gap index for Boipatong. 

This study has also highlighted the causes of poverty, strategies that can be 

applied to reduce poverty, and the role that government can play in poverty 

alleviation. 

A survey was conducted in Boipatong to determine the level of unemployment 

and poverty in Boipatong. This survey was compared with a similar survey 

conducted by Slabbert (2003) in Bophelong. The unemployment rate in 

Boipatong was determined at 59 percent. The unemployment rate amongst 
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the poor was determined at an even higher rate of 72.4 percent. In Bophelong 

the unemployment rate is estimated at 55 percent and the unemployment rate 

among the population classified as poor is 68.3 percent. 

The number of households in Boipatong is estimated at 4 490, the average 

household size in Boipatong is 3.76 persons per household and the total 

population in Boipatong is 16 868 (Statistics South Africa, 2001). The 

comparative figures for Bophelong are as follows: the number of households 

is estimated at 12 352, the average household size is estimated at 3.06 

persons per household, and the total population for Bophelong is 39 460. 

Both townships were shown to have more females than males. The female 

population in Boipatong is estimated at 52.8 percent and the male population 

is estimated at 47.2 percent. Comparative figures for Bophelong are 53.5 

percent female and 46.5 percent male. An estimated 53.6 percent of the poor 

population in Boipatong is female and 46.4 percent is male. A similar pattern 

exists in Bophelong where 55.8 percent of the poor is female and 44.2 percent 

is male. Poverty therefore, tends to have a slight gender bias with the female 

population being more affected by poverty than the male population. 

The poor population tends to be less qualified than the non-poor. Only 6.7 

percent of those with tertiary qualifications are found in poor families. In 

Bophelong an even lower 1.3 percent of those with tertiary qualifications are 

found in poor families. The study showed, therefore, that a positive correlation 

exists between employment and qualifications. 

Approximately 38.4 percent of those employed in Boipatong are employed in 

the manufacturing sector while only 8.4 percent in Bophelong are employed in 

this sector. 

Approximately 54.6 percent of the population in Boipatong have incomes of 

less than 50 percent of the HSL and a poverty gap ratio of 0.55, indicating 

that, on average, poor households lack 55 percent of their income to attain a 

level equal to their poverty line. The figures for Bophelong showed that 45.8 

percent of households are below their HSL, with a poverty gap ratio of 0.48. 
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The role of co-operatives - with specific reference to downstream iron, steel 

and metal manufacturing co-operatives - in job-creation and poverty 

alleviation was discussed. A co-operative is defined as an autonomous 

association of persons united voluntarily to meet their common economic, 

social and cultural needs and aspirations through a jointly-owned and 

democratically controlled enterprise. 

Co-operatives fall into two main categories, namely, worker co-operatives and 

user co-operatives. The key feature of worker co-operatives is that worker co- 

operatives' members own and control the co-operative on the basis of one- 

man-one-vote. In this way, worker co-operatives potentially provide a radical 

alternative to the employment relationship found in conventional enterprises. 

User co-operatives are basically client owned. The main distinguishing factor 

between user co-operatives and worker co-operatives is that in user co- 

operatives, the members are the users of the co-operatives' economic 

services, rather than being workers in the enterprise. In these co-operatives, 

members use collective organization to create economies of scale, as a way 

to enhance their economic access or to gain economic advantage, whether in 

relation to purchasing, marketing, access to financial services, access to 

housing, or social services such as educare and health. 

Although co-operatives are considered by some to be more viable alternatives 

to business ownership, the study highlighted problems that may hamper the 

development of such enterprises. 

Local economic development or LED is defined as a locally driven process 

designed to identify, harness, and utilize resources to stimulate the economy 

and create new job opportunities. The central theme in LED is the active 

involvement of local people in the development of the local economy. The 

study indicated that local government has an important role to play in 

supporting co-operative development and providing an environment in which 

co-operatives can flourish. 

In the past, local governments were tasked mainly with administrative issues 

like providing and maintaining the infrastructure for effective service delivery, 
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for example, water and electricity and refuse removal. But local governments 

are now encouraged to adopt a developmental orientation that is mission 

driven. Local authorities should no longer be seen as administrators only but 

also as catalysts for economic development in their regions. 

A survey was conducted amongst the informal iron, steel and metal 

manufactures in Boipatong. This survey was compared to a similar survey 

conducted amongst SMMEs in Soweto and Orange Farm. The surveys found 

that entrepreneurs in both areas faced common internal and external 

constraints. The most common internal constraint amongst entrepreneurs is 

lack of education. Entrepreneurs faced external constraints such as lack of 

formal business training, difficulty in obtaining credit, and lack of access to 

markets. In Boipatong 76.9 percent of the entrepreneurs indicated willingness 

to work together in a co-operative structure, while 80 percent of the 

entrepreneurs in Soweto and Orange Farm expressed interest in co-operative 

ownership. This indicates that entrepreneurs are possibly aware of the 

benefits of co-operative ownership. 

The impact of the establishment of downstream iron, steel and metal 

manufacturing co-operatives in Boipatong was also discussed. The study 

encourages the establishment of co-operatives as a means to creating formal, 

productive employment in the townships. Approximately 5.1 percent of the 

poor population would prefer to have skills training in welding. If these people 

could be assisted to establish businesses, 158 jobs could be generated in the 

downstream iron and steel sector. 

The poor are estimated at 9 277. If the poor unemployed (estimated at 3 089) 

with skills could be assisted to get further training in the same fields, job 

opportunities could be established which were estimated as follows: 

approximately 158 jobs can be created in the iron and steel sector; 

approximately 473 jobs can be generated 

approximately 575 jobs can be generated 

in the clothing sector; and 

in the retail sector. 
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It was shown through illustrative examples that different incomes per month 

would have different impact on the Boipatong community. For instance, at an 

average income of R600 per month, the headcount index could be reduced 

from 0.55 to 0.32 and the poverty gap index could be reduced from 0.54 to 

0.37. The study showed that an inverse relationship exists between the level 

of average income and the rate of poverty, i.e. the higher the level of average 

income the lower the rate of poverty. 

6.2 RECOMMENDATIONS 

On the basis of what has been discussed in this study, the following 

recommendations are suggested: 

co-operatives must seriously be considered as an alternative to business 

ownership. The establishment of co-operatives should therefore be 

encouraged as opposed to individually run businesses that have not 

shown much success; 

the creation and strengthening of linkages between small and big 

businesses should be encouraged. That is, they should generate greater 

downstream value additions and employment through the increased 

integration of value chains; 

the development of a viable and sustainable co-operative development 

policy is of crucial importance for the establishment of a successful co- 

operative movement. 

facilitate the speedy re-entry of historically disadvantaged communities 

into the mainstream economy, for example, through preferential 

procurement; 

with regard to LED it is important that local government formulates 

appropriate LED policies in order to achieve their economic objectives. 

Local government can either get directly involved in LED initiatives or 

can simply be involved through the creation of an enabling environment, 

for example, by creating 'LED-friendly' legislation; 
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the government should consider the establishment of an SMME ministry 

which would be responsible for the co-ordination of all SMMEs and co- 

operative activities; 

government assistance should give more priority to sectors that have the 

potential to do well, rather than offering generic programmes to all types 

of SMMEs, often with little success; 

informal businesses belonging to the same industry should be 

encouraged to form user (buyer) co-operatives in order to benefit from 

economies of scale. The co-operative can then tender for government 

projects. The government would most probably assist groups rather than 

individuals as it is more economical to do so; 

tendering procedures should be simplified for the benefit of small 

business; 

the study also revealed a strong desire for business-related education 

and training. The provision of access to capital for small entrepreneurs 

should be accompanied by business and technical skills training (e.g. 

welding); 

co-operatives should receive financial assistance, for example, micro- 

finance: 

co-operatives should receive technical assistance, for example, 

information on changing markets and technology; 

co-operatives should be provided with training. This may include on the 

job training or classroom instruction on virtually any relevant aspect, for 

example, financial management; 

provide co-operatives with information on service suppliers, availability of 

training, product opportunities, design and packaging, raw materials and 

machinery suppliers, research and development, distribution channels, 

legal issues and other services; 
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industrial cluster development, which involves small-scale factories 

located together for easy access. The rent for the premises is usually 

subsidized; and 

government and private sector procurement from co-operatives. 
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ANNEXURE A 

SURVEY DESIGN AND APPLICATION 

Questionnaires 

Two questionnaires were employed in soliciting data from households and 

iron, steel and metal manufacturers in Boipatong: the Household Survey 

Questionnaire and the Iron, Steel and Metal Manufacturers Survey 

Questionnaire. Both were carefully constructed to utilise specific indicators. 

The Household Survey Questionnaire was compiled from a number of other 

questionnaires used in the field such as by Slabbert (2003). In total, 100 

household questionnaires and 20 manufacturers' questionnaires were used. 

Maps of Boipatong were obtained from the Emfuleni Local Municipality. These 

were used to stratify the area and allocate questionnaires evenly throughout. 

Household questionnaires were completed on site. Details with regard to the 

site were listed, but no names were recorded with regard to the head of the 

household or other persons living at the site. This was done to ensure 

anonymity, thereby encouraging honest and reliable information. 

The Iron, Steel amd Metal Manufacturers' Questionnaires were also 

completed on the site. Samples of both questionnaires are annexed. 

Fieldworkers 

The researcher interviewed a total of 100 households. All the households 

approached were willing to partake in the survey and 100 questionnaires were 

completed in August 2004. 

The iron, steel and metal manufacturers' survey was conducted by the 

researcher and all questionnaires were also completed in August. 
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ANNEXURE B 

HOUSEHOLD QUESTIONNAIRE JUNE 2004 

N.B.: The information in this questionnaire will be treated in strict confidence. (9 June 
2004) 

Please note that the Head of the Household should preferably answer this 

questionnaire. 

Questionnaire no: BOIPATONG I Section: Old I RDP 1 shack 
I I 0 

A: BACKGROUND INFORMATION 

Date: 

Street: 1 House number: 

1. What is the position of the respondent in the Household? Cross 8 

Interviewer: 

2. How many housing units are on the site? 

3. How many people stay permanently on the site? 

Boarder 

4. How long have you (respondent) stayed in the Vaal Triangle (years)? 

Extended family member Head of household 

B: ENVIRONMENTAL 

Spouse or child 

5. How do you feel about the environment in which you stay? (Mark 2 options) 8 

- -- 

7. If you would have the money, what would you be prepared to pay monthly to 
have your environment cleaned up? 

1. It is clean 
and pleasant 

6. If you feel it should be cleaned up, who should take the initiative and 
responsibility? (8 More) 

2. It is littered, 
untidy and dirty 

3. Indifferent - 
No opinion 

1 .The 
municipality 
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8. How do you experience, especially in  winter, the smoke levels (air pollution) in your 
area? 8 

4. Something 
should be done to 
clean it 

2. A street 
committee 

1. Not 
affected 

5. It can be left 
as it is 

3.Everyone should be 
made responsible 

2. Slightly 
affected 

4. A campaign should 
be organised 

3. 
Affected 

5. Other: explain 

4. Badly 
affected 

5. Unbearable (Severely 
Affected) 



free? 

9. If you are making fire for cooking & heating purposes, would you like to be 
introduced to technologies that will reduce the smoke levels at your house? % 

a) What percent of the smoke pollution do you think comes from industry? I and rn 
coal fires? 

5. Using 
paraffin: 
Interested 

b) NUMBER of persons in your household whose heath is affected by air pollution? 1-1 

10. What would you be prepared to pay monthly to have your environment smoke- C 

4. Using paraffin: 
Not interested 

c) What are most of them suffering from? 

3. Making 
coal / wood 
fire: And 
interested 

1. Not making fire: 
using electricity for 
cooking & heating 

11. How do you experience, especially in winter, the dust levels in your area? 

2. Making coal / 
wood fire: but not 
interested 

I .  Not affected 

14. If you feel that something should be done in your area to reduce the noise levels, 
who should be responsible and what should be done? (Mark more than one 
option) 

13. Especially in the spring & summer some people are using amplifiers to make loud 
music. How are you affected by this in your area? % 

municipality 

play loud music. play loud music. 

12. What would you be prepared to pay monthly to have your environment dust free? I/ 
2. Slightly 
affected 

4. People who 
disturb the 
neighbourhood 
with noise 
should be fined / 
punished 

1. Not affected 
(quiet in the 
area). 

5. The 
instruments of 
those who dis- 
turb the 
neigh bourhood 1 

3. Affected 

4. 1 hear it and 1 
am badly 
affected 

15. If you would have the money, what would you be prepared to pay monthly to I I 

5. 1 hear it and it 
is unbearable 
(severely 
affected) 

2. 1 hear it but 1 
don't care 
(accepting it) 

have your environment quiet? 7 

4. Badly 
affected 

3. 1 hear it and it 
is affecting me 
(don't like it) 

16. Has any person in your household been a victim of crime in the last 12 months? k 

5. Unbearable 
(Severely Affected) 
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17. What kind of crime? (Can mark % more than one option) 

1. Assault 2. Robbery 3. Rape 4. Murder 5. Abduction 6. Other 



C: CONSUMPTION 
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18. How much of the following items does your household buy per weeklper month & 
about how much does your household spend on these items per weeWper month? 

Product 

1. Maize Meal 

2. Bread 

3. Meat / chicken 

4. Vegetables 

5. Milk 

6. Washing 
powder 

7. Coal 

8. Paraffin 

Town- 
ship 
J 

Kilograms 1 
litres per 
week 

Rand per 
month 

Town 
J 

Kilograms I 
litres per 
month 

Rand per 
week 



19. How does your household spend their income monthly? 

Rand per month Town 

I Cleaning materials I I I I 16  I 

Other energy (coal, 
paraffin etc) 

Food 

4 

5 

I Clothing I I I 1 

Cigarettes & Tobacco 

Beer, wine & spirits 

7 

8 

I Insurance 

Entertainment 

Medical Expenses 

GAMBLING: 
Lotto. ................... 

12 

13 

I Horseracing ............ 

1 Other (casino etc).. 

I Savings 

I Car Repayment I 1 I I 124 1 

Telephone. .............. 

. . . . . . . . . . . . . . . . . . . . . . . . .  Cell.. 

22 

23 
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Loan repayments 

Furniture 

Other: Specify 

I 

25 

26 

27 



D: EMPLOYMENT & EDUCATION STATUS 

2. Composition of members 
(Code list 2) 

3. Age of each member in years 

4. Sex (Male = 1; female = 2) 

5. Marital Status (code list 5) 

20. How does your household spend their income monthly? 

6. Qualifications (still at school) 
(Code list 6) 

7. Qualifications (not at school) 
(Code list 7) 

8. Employment Status 
(Code list 8) 

9. Sector of employment 
(Code list 9) 

10. Has your salary increased as a 
result of minimum wages? (10) 

11. Can employer afford increases 
because of minimum wages? 

5 4 1. Number of people in the 
household 

12. Working hours been reduced 
because of minimum wages? 

13. (1 0 - 17 for unemployed only) 
Skills of the unemployed 

14. Duration of unemployment in 
years 

15. Dismissed because employer 
could not afford minimum wage 

16. Willingness & type of Skills 
Training required (code list 13) 

17. What is the Unemployed doing 
presently 

18. Do you have matric exemption? 

6 1 

19. If persons would like to study 
further: preferences 

20. Preferences to start self- 
sustaining activities 

21. Minimum wage required to take 
a job 

22. Income: Wageslsalaries per 
month (Take home pay) 

23. PensionIRemittance 
24. Child Grant from Government 
25. Other Grants from Government 
26. Help (familylrelativesletc) 

Also help in kind 
27. Informal activities (e.g. SMME) 

7 2 

28. Subsidies (e.g. Housing) 
29. Interestldividends 

30. Other (Specify) 

8 3 
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21. Does someone in your household have a vegetable 
garden? ................................ I Yes I No 

22. Would someone in your household be interested in receiving assistance to start a 
food garden in your yard? 

I yes I NO 

23. Would someone in your household like to be involved in a community food garden 
project? 

/ yes / NO I 
24. Would someone in your household be interested in farming? 

25. Do you know small farmers in the area? If so, give the address: 

26. Does someone in your household own a sewing machine? 

/ Yes I NO 1 

1 Yes I No 

I Yes I No I 

27. Do you know a clothing manufacturing business in your township? 

If so, give the address: I yes / NO 

28. Do you know any small scale welding I metal work firm in the township? 

If so, give the address: I Yes I NO 

29. Has any member of your household operated a SMME I still operating one? If so, 
what kind of SMME? 

I Yes I NO 

30. Taking into account your skills (or that of your household members), would you or 
someone in your household (unemployed persons) be interested in starting your 
own business or rather work together with others in a co- 
operative? 

31. What kind of business would you like to start? 
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32. If you would like to start your own business, what kind of support do you think you 
will need? 

33. Do you know somebody with a catering business in your township? If so, give I ( No 

the address: 

34. Do you think you will get a job if you are better trained? 

THANK YOU FOR YOUR COOPERATION! 

Source: Adapted from questionnaires of Slabbert 

1 Yes I NO 1 
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ANNEXURE C 

IRON, STEEL AND METAL MANUFACTURERS' 

QUESTIONNAIRE AUGUST 2004 

N.B.: The information in this questionnaire will be treated in strict confidence. 

I Bo'PAToNG 
I Section: Old 1 RDP I shack I Date: 

I Questionnaire no: 

1. How long have you been engaged in the informal iron, steel and manufacturing 
industry manufacturing industry (years)? 

Street: 

2. Have you been involved in formal iron, steel and metal manufacturing 
before? 

3. (a) If yes, for how long (years)? and 

House number: 

What position did you occupy? 

I 

Interviewer: 

(b) If no, where did you acquire your iron, steel and metal skills? 

4. How many people were involved when the business started and at present? El 0 
5. What was the reason for starting your own business? 

6. How did you acquire your initial capital? 
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1. Economic 
motivation 

2. Retrenchment 3. Lack of formal 
employment 

4. Other: 
(explain) 



7. What type of market are you targeting? 

8. Since you started with your business, which months can you say are good for 
business? 

9. With the skills that you have, can you provide training to 
others? 

10. How much income do you get per weeklmonth? 

5. 
Public 
facilities e.g. 
schools 

1. 
Immediate 
home 
needs 

Turnover: 

6. 
Other (explain) 

3. 
Big business 

2. 
Neighbourhood 
market 

Do you hold a separate bank account for your business? 

4. 
Small 
businesses 

I Yes 

I I. What are your future plans for the business? 

1 3. Other (explain) 1. Satisfied to remain at the 
current size 

Can you be interested to work together with a big factory? L-F 

2. Intend expanding the business 

What problems are you encountering now with the running of your business? 

Taking into account your skills, would you be interested in working together with 
others in a co-operative or you rather continue operating your own business? 

THANK YOU FOR YOUR COOPERATION! 

Own 
business 

Source: Own construction 

Co-operative 
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ANNEXURE D 

METHODOLOGY FOR THE MEASURING OF UNEMPLOYMENT 

METHODS FOR THE MEASUREMENT OF UNEMPLOYMENT 

Various methods are used to measure unemployment. The following three are 

more or less standard methods (Slabbert & Levin, 1997): 

a. The census method 

This method is used for measuring the economic status of the entire 

population. However, censuses take place only periodically and even then 

only a limited number of questions pertaining to employment can be included. 

b. Registration method 

This method provides for the unemployed to register at placement offices - in 

South Africa these are offices of the Department of Labour. Registration is 

compulsory to qualify for unemployment benefits. In South Africa some 

categories of civil servants, domestic workers, farm workers, casual and 

seasonal workers, those earning more than the ceiling income and those 

whose period of benefit (6 months) has run out, are excluded from the fund. 

Many persons, therefore, have no reason to register. Registered 

unemployment figures published by the Department of Labour in South Africa 

consequently do not show the level of unemployment accurately. 

c. Sample surveys 

Surveys are undertaken on a sample basis to obtain the data required to 

calculate unemployment rates for specific groups of people. In earlier years 

the Central Statistical Services conducted surveys on a monthly basis for 

Blacks, Coloureds and Asians. It was called the CPS. However, since the 

figures obtained for Blacks were found to be inaccurate, their results have not 

been published since April 1990 (Barker, 1992: 83). In 1994, the CPS was 

terminated and the October Household Survey was introduced. Statistics 
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South Africa has OHS since 1996. It is an annual survey, based on a 

probability sample of a large number of households. It covers a range of 

development and poverty indicators, including unemployment (official and 

expanded), according to the definitions of the ILO. 

Because of the lack of reliable sources of information on a regional basis, 

surveys were conducted in the Vaal Triangle by Slabbert (1997; 2003 & 2004) 

and Mokoena (2001) to determine the unemployment and poverty rate. The 

method used to determine the unemployment rate in Sedibeng district is 

explained below. 

DEFINITION OF UNEMPLOYMENT 

Statistics South Africa uses the following definition of unemployment as its 

official definition: 

The unemployed are those people within the economically active population who: 

a) did not work during the seven days prior to the interview; 

b) want to work and are available to start within a week of the interview; and 

c) ' have taken active steps to look for work or to stad some form of self-employment in the 
four weeks prior to the interview. 

These general criteria are translated into statistically meaningful criteria, 

namely: 

the population of potential working age (i.e. 15 years and older); 

the economically non-active (i.e. those who prefer not to or who 

cannot work - for instance housewives, persons 65 years and 

older, the disabled, etc); 

the economically active population (all those who are fit to work, 

wish to work, have no employment and are ready for and actively 

looking for work, plus the employed and self-employed). 
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The unemployment rate (Ur) then, is calculated according to the standard 

equation: 

number of' unemployed 100 
x-- - Ur 

Economically active population (EAP) 1 

In developed countries, this definition is relatively simple to apply. The criteria 

for measuring unemployment are straight and definite, i.e. a person is out of 

work, and is actively looking for a job by means of a listing at a placement or 

other government office. However, in developing countries circumstances are 

very different, and it is not always clear whether or not a person is seeking 

employment. In South Africa some unemployed persons become discouraged 

and therefore refrain from taking active steps to seek employment. 

In the survey for this section, only one criterion was taken as an indication of 

seeking work, namely if a person "has the desire to work and to take up 

employment or self-employment". The question asked was simply: "Do you 

want to work?" When the standard Statistics South Africa definition is used, 

but its strict criteria are relaxed - as was done in this survey - it is referred to 

as an expanded definition of unemployment. The expanded definition includes 

(a) and (b) but not (c) (Statistics South Africa, 2000: xv). 

Statistics South Africa's definition for employment which defines 'employed1 as 

those who performed work for pay, profit or family gain in the seven days prior 

to the household survey interview, or who were absent from work during these 

seven days, but had some form of paid work to which they can return 

(Statistics South Africa, 2000) was also simplified. The question was simply 

asked: "Do you work for a business, for yourself or for your family?" Working 

for a business was regarded as formal employment. Self-employment and 

family employment were taken as working in the informal sector. 

Source: Slabbed & Slabbed, 2002:17. 
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ANNEXURE E 

METHODOLOGY FOR THE MEASURING OF POVERTY 

Following the guidelines of the World Bank, a poor household is defined as a 

household of which the combined income of all its members is less than the 

HSL as determined for the specific household. If the combined income of a 

household is described by y, and the poverty line (HSL) of the same 

household is described by z, , the extent of poverty, P,, of this household is 

described by Pi (yi; Z, ). 

The headcount index is defined as the fraction o f  the population below the 

poverty line. In this report the headcount index is adapted to indicate the 

fraction of households that fall below their individual poverty lines, and is 

described by means of the equation: 

Where: H = the fraction of households below the poverty line; 

y = household income; 

z = the poverty line of households; 

M = the number of households with incomes less than z; 

N = the total number of households. 

The poverty gap usually measures the average shortfall of the incomes of the 

poor from the poverty line while the poverty gap index measures the extent of 

the shortfall of incomes below the poverty line. In this report the poverty gap 

index is adapted to be a measure of a specific household, described by the 

equation: 

Ri(y;z) = (zi - yi)/zi 

Where: Ri = the income shortfall of a household expressed as a 

proportion of the household's poverty line; 

the income of a specific household; and 
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Zi = the poverty line of a specific household. 

The poverty gap of an individual household (in monetary terms) can therefore 

be expressed by the equation: 

the income shortfall of a household; 

the income of a specific household; and 

the poverty line of a specific household. 

From the three equations above it is clear that the poverty gap can only be 

reduced by increasing household income. 

Source: Slabbert, 1997:47. 
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