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Abstract

Many South Africans are faced with the reality of poverty. Studies have shown that one of the best ways
to alleviate poverty is through employment. Considering South Africa’s high unemployment rate, it is
clear that unemployment contributes to poverty and low household net wealth. Using data obtained
from a representative omnibus sample, this paper analysed the effect of employment status on a
household’s net equity (assets minus liabilities). Whilst being employed did statistically significantly
influence the household’s net equity, there was an almost equal distribution of households over the
net equity quintiles, indicating that employment status alone is not a guarantee of economic
emancipation. In order to determine the cause of the equal distribution, the paper investigated
whether the occupation in which a person is employed might assist in explaining the differences in the
net equity values. It was found that being employed in certain occupations did to a statistically
significant degree explain the differences in the net equity of households, with the households of
persons employed in scarce skills occupations, on average, having a significantly higher net equity
than the households of persons employed in a non-scarce skills occupation.
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1. INTRODUCTION

Internationally more than 2.1 billion people live on less than US$3.10 a day (the international
guideline for measuring poverty) (World Bank 2015). According to Statistics South Africa (2015)
a significant proportion of the South African population live below the poverty line, mainly due to
South Africa’s high Gini coefficient of 0.63 (World Bank 2016). It is estimated by both
organisations that approximately 37% of households in South Africa are earning less than R501
per month (at a purchasing power parity (PPP) of US$3.50 per day). According to the Organisation
for Economic Co-operation and Development (O£CD) the high number of citizens living below the
poverty line can be ascribed to South Africa’s high unemployment rate, which in turn contributes
to poverty, crime and ill-health (0ECD 2013a).

In order to assist vulnerable households, the South African government introduced several social
support programmes, mainly through "social wages", which include social grants (most notably
old-age pensions and child support grants), provision of basic services (water, electricity and
sanitation) to households, free primary health care, free education (primary and secondary
schools) and government-subsidised housing (Department of Government Communication and
Information Systems (GCIS), 2015). Government does however recognise that in order to improve
the quality of life of its citizens, job creation is of critical importance (The Presidency, 2014). Job
creation and a reduction in the unemployment rate (currently at 24.5% (Statistics South Africa,
March 2016)), is one of the main focus points of the National Development Plan 2030:

In particular, South Africa must find ways to urgently reduce alarming levels of youth
unemployment and to provide young people with broader opportunities. (National Planning
Commission, 2011:26)

Various authors have pointed to the importance of employment in reaching personal finance
objectives and financial wellbeing (Headey & Wooden, 2004; Garman & Forgue, 2011; Hira, Sabri,
& Loibl 2013; Kaseeram & Mahadea, 2015). This paper contributes to this body of knowledge by
firstly investigating whether employment has a significant effect on a South African household’s
net equity. Previous studies found that employment status is an important contributor to an
increase in a household’s net equity, although the mere fact that a person is employed does not
guarantee that he will have a net equity (Momentum/Unisa, 2014). This finding leads to the
question whether a person’s type of job (occupation) influences his/her net equity. The
Department of Labour annually publishes a list of scarce skills; basic economic principles suggest
that employees working in these skills groups will earn a higher income (Department of Labour,
2010), which in turn will give them access to more financial services resulting in higher household
net equity. The second contribution of the paper is to investigate whether a person’s occupation
has a significant influence on his/her household’s net equity.

In order to achieve the two objectives of the study, the research firstly analysed the method
applied to measure household net equity. This was followed by a description of the impact of
employment and other factors on household net equity. In the final part of the paper, the net
equity data obtained from 3 222 respondents to the Momentum/Unisa South African household
financial wellness omnibus survey (Wave 2) conducted by Unisa’s Bureau for Market Research
(BMR) was analysed using inferential statistics to determine whether employment status and
occupation have a significant impact on household net equity.
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2. RESEARCH OBJECTIVE AND HYPOTHESES

The primary objectives of the study were to determine whether employment status and occupation
have a significant influence on ahousehold’s net equity. To achieve the first objective of the study
the following hypotheses were developed.

Hypothesis 1,: Employment status does not have a significant influence on a
household’s net equity.

Hypothesis 1;: Employment status has a significant influence on a household’s net
equity.

For the second objective of the study the following hypotheses were developed.

Hypothesis 2;: The occupation within which a person is employed does not have a
significant influence on his/herhousehold’s net equity.

Hypothesis 2;: The occupation within which a person is employed has a significant
influence on his/herhousehold’s net equity.

Firstly, the concepts used in this study, namely household net equity and the factors influencing
ahousehold’s net equity, are discussed in the following section. Thereafter, the data is analysed
by applying these concepts.

3. HOUSEHOLD NET EQUITY

Various studies have found that household net equity (€) is the primary indicator of household
wealth and is normally defined as a household’s assets (A) less its liabilities (L) (Daniels, Finn, &
Musundwa, 2012; Lafrance & LaRochelle-Cdté, 2012; 0ECD, 2013b). This principle is based on one
of the grounding theories of accounting, developed by Luca Pacioli in 1494, known as the
accounting equation (Smith, 2013), namely Equity = Assets minus Liabilities.

The literature review found that different definitions of household net equity are used in different
studies. This results in different assets and liabilities being included in the different studies and
different valuation methods used in the different studies (Cantril, 1965; Strumpel, 1976; Porter &
Garman, 1993; Hartog & Oosterbeek, 1998; Charles & Hurst, 2001; Wilmoth & Koso, 2002; Keister,
2004; Davies, Sandstrom, Shorrocks, & Wolff 2008; Davies, 2008; Movshuk, 2010). The literature
review further revealed that authors used the terms ‘net worth’, ‘net equity’, ‘wealth’ and ‘net
wealth’ interchangeably. For the purpose of this study the term ‘net equity’ was used for this
concept.

Studies investigating net equity can be divided into two groups, namely those investigating net
equity from a macroeconomic perspective, and those using a microeconomic perspective (Charles
& Hurst, 2001; Davies et al., 2008; United Nations, European Commission, Organisation for
€conomic Co-operation and Development, International Monetary Fund & World Bank Group, 2009;
Lafrance & LaRochelle-Coté, 2012; Daniels et al., 2012; 0ECD, 2013b). This study made use of data
collected at a microeconomic level and therefore falls into the second group of studies.

Scheepers (2013) developed the South African household Statement of Financial Position
framework for assets and liabilities after a comprehensive review of household net equity studies
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done in Canada, the United States of America, Australia, New Zealand, European Union, India,
Moldova, Indonesian and Turkey (see TABLE 1).

TABLE 1: South African household Statement of Financial Position framework for assets and
liabilities

Main
asset/liability ~ Description of items included
classification

ASSETS Non-current
Residential property and other propert
. property property
Other non- . .
. ¢ .on Vehicles, boats and planes, household content, collectibles,
financial .
trust assets and business assets
assets
Retirement

. Retirement funding assets
funding assets
Insurance, funeral insurance, special needs insurance,
Financial educational policies, burial society policies, offshore
assets investments, unlisted shares, loan accounts, retail savings
bonds, employee share options and collective investments

Stokvel assets, listed shares, fixed deposits, other current
Current assets assets, savings accounts, money market investments, cheque
accounts, mzansi accounts and cash at home

LIABILITIES Mortgage loans I:l:;r;ilt%’e on residential property and mortgages on other

Financing:
Vehicle financing, financing of boats and planes, household
content/collectible financing, other hire purchase agreements

Financial
S and cell phone contracts,
liabilities
Loans:
Student loans, personal loans, loan from employers, loan from
friend/relative/individuals, cash loans and other loans
Bank overdrafts, credit cards, store cards, petrol/garage cards,
Current household bills payable, municipal accounts, airtime accounts,
liabilities rent in arrear, alimony, school fees, SABC/DSTV/Toptv, medical

bills and other bills

Source: Scheepers (2013)

The OECD guidelines suggest that assets and liabilities should be measured at their current values
in the market on the data collection date. The current value measurement method ensures that
the results are reliable and coherent (0€CD, 2013b) For the purpose of this study, assets and
liabilities were measured at their current values as reported by the respondents at the reporting
date (date of questionnaire). A limitation of any study using information to measure assets and
liabilities at their current values is self-reporting risk in terms of which the value provided by a
respondent might not approximate the current values at the reporting date (0ECD, 2013b). To
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compensate for this risk the data collected from respondents was subjected to statistical tests
to ensure reliability and validity of the data collected (see research methodology section).

4. EFFECT OF EMPLOYMENT AND OCCUPATION ON HOUSEHOLD NET EQUITY

Studies completed since the onset of democracy in South Africa have mainly focused on the
alleviation of poverty (May, 2010), the results of government interventions (Leibbrandt, Woolard,
Finn, & Argent, 2010; Van der Berg, 2011), and the impact of social grants (Dua-Agyeman, 2005;
Marais, 2011). This study contributes to the body of knowledge by evaluating the effect of
employment status and more specifically the impact of occupational choice on the net equity
quintile of South African households. Internationally both of these were found to have a
significant influence on household net equity.

4.1 Effect of employment

Employment status has been found to be a major contributor to net equity, with Pawasutipaisit
and Townsend (2011) pointing out that ‘... many households work their way out of poverty.’
Friedline and Elliott (2011) confirmed this in their finding that employment status significantly
affects a person’s ability to accumulate savings (net equity). These savings are normally invested
for later consumption or asset accumulation (Freedman 1957). Interestingly, Van Rooij, Lusardi,
and Alessie (2011) concluded that whether a person is employed or self-employed does not
significantly influence their net equity. The data used in this study did not allow for the further
investigation as to whether this is also true in a South African context and this is a possible area
for future research.

Itis accepted that employment enables a person to save surplus income, which in turn allows the
person to accumulate assets, enabling him/her to increase his/her net equity. This theory was
confirmed by King and Leape (1998), who found that being employed increases the chances of a
person investing in various types of assets. Baek and DeVaney (2004) found a positive correlation
between income level whilst being employed and asset accumulation.

Daniels et al. (2012) found similar results in South Africa, namely that the unemployed have
comparably lower net equity than the employed. A reason postulated is that the unemployed do
not have access to assets (immovable and movable assets) due to limited access to debt for
funding these assets.

4.2 Effect of occupation

Apart from being employed, research found that a person’s type of work does have an impact on
net equity. Internationally the occupation of the head of the household was found to explain some
differences in family economic status, including net equity (Crystal, Shea, & Krishnaswami, 1992;
Yadollahi, Paim, Othman, & Suandi, 2009). Monticone (2010) confirmed that the occupation type
significantly influenced the net equity of a person, with managers and entrepreneurs having
significantly higher levels of net equity compared to general employees (blue and white collar).

In their study on the difference in home-ownership, Hilber and Liu (2008) found that a person’s
type of occupation was significant in explaining the difference in home-ownership, traditionally
the largest contributor to a household’s asset value (Sheepers 2013).
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Although studies found that employment or occupation have a significant influence on a
household’s net equity, some studies revealed that this can also be influenced by other factors.
Pfeffer and Hallsten (2012) researched the link between occupation levels reached and
educational attainment and found a positive correlation that the higher the education, the higher
the occupation level reached. The higher occupation levels in turn led to an increase in net equity.
These findings were confirmed by Dmytro and Maria (2012).

Several studies investigating the relationship between net equity and age confirmed two personal
finance grounding theories, namely Friedman’s ‘permanent income hypothesis’ (1957) and Ando
and Modigliani’s (1963) ‘lifecycle hypothesis’ (Keister, 2004; Yadollahi et al., 2009;
Pawasutipaisit & Townsend, 2011; Van Rooij et al., 2011; Hira et al., 2013). In terms of these
theories, individuals (or households) defer consumption leading to an accumulation of savings
and wealth during a person’s working lifetime, before dissaving takes place after retirement. It is
therefore expected that net equity will increase with age before retirement. The 0ECD (2013b)
points out that the correlation between age and net equity forms an integral part of any study
into household net equity.

The next section will describe the process followed to collect the data used in this paper.

5. RESEARCH METHODOLOGY

The aim of this paper was to determine whether employment and more specifically occupation
have a significant influence on a household’s net equity. In order to achieve this objective the net
equity per household was described as well as the employment status and occupational status of
the household head. During the first stage of the analysis the effect of employment on the
household’s net equity was investigated. During the second stage of the analysis the group of
respondents that were employed were analysed using their occupation to determine whether their
occupation had a significant influence on their household’s net equity. This study made use of
household data; it is therefore important to note that a household is described as a wealth
creation unit rather than an individual making a decision in isolation (Grosh & Glewwe, 2000).

During the first phase, an archival research method was used, as historical documents, reports
and articles were examined to identify information relevant to the topics under review (Cooper &
Schindler, 2014). The data used in the quantitative analysis stage of this paper (second phase of
the research) was obtained from the Momentum/Unisa South African household financial wellness
omnibus survey (Wave 2) conducted by Unisa’s Bureau for Market Research (BMR). Permission was
obtained from the data owners to use the data for academic purposes. The results presented in
this study were based on the questions relating to the household’s assets, liabilities and
demographic factors included in the omnibus study.

The survey used a stratified multi-stage sample design to select the sample elements (individual
household). The sample design plan ensured that the sample was a fair reflection of the South
African household. Data obtained from the South African Demarcation Board (currently the
Municipal Demarcation Board) was used to develop geo-demographic categories by means of a
multi-stage sampling technique considering the cultural and ethnic diversity of South Africa. The
diversity of the population was reflected in five geo-demographic categories, namely rural-
urban, income, education, and racial and geographic characteristics. Using this sample
framework, data was collected using both computer-aided telephone interviews (CATI) and
personal face-to-face interviews. As stated previously, the study used the ‘household’ as unit of
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analysis. The definition of a household used in the survey corresponds to the definition used by
Statistics South Africa when conducting surveys and is essentially that a household is viewed as a
person or a group of persons who live and eat together as a unit for at least four days a week
(Statistics South Africa, 2013).

The individual respondents were selected for the interview based on their ability to provide the
most complete information on the household’s finances (the financially knowledgeable person
(FKP)). After completion of the interviews, the total realised sample was 3 533 households, or
96.9% of the initial sample frame (response rate). The validity of the data was tested by using
regression analysis to determine to what extent net equity (assets less liabilities) is determined
by income sources. Based on the results of the regression analysis (low correlations and R?
values), potential outliers were identified through the use of descriptive statistics and boxplots.
Based on the results, 57 outliers were excluded from the dataset, which ensured acceptable
correlation values. The dataset was further reduced by 224 respondents by eliminating those who
did not indicate adequate asset and liability values, which are required to calculate their net
equity value. All questionnaires that did not provide critical household demographics were also
eliminated from the data set; this further reduced the dataset by 30 respondents.

The Cronbach Alpha coefficient was used to test the internal consistency of the components
questionnaire. The construct consisted of seven Likert scale questions and had a coefficient value
of 0.674, which is above the exploratory threshold level of 0.6 (Hair, Black, Babin & Anderson,
2010). The structural integrity of the data was analysed by using neural network methods to
determine to what extent age, education and employment status could explain household income
and expenditure. A value of 69% (linked to the % contribution) was obtained, indicating a high
level of structural integrity. After completing the validation and verification processes a usable
sample of 3 222 respondents was obtained.

TABLE 2: Rand value of household net equity

. L . A d val
Main asset/ liability classification verage rana varue per

household
ASSETS Non-current assets 372026
Other non-financial assets 156 964
Retirement funding assets 48 639
Financial assets 10 754
Current assets 291722
- LIABILITIES Mortgage loans (37508)
Financial liabilities (17 931)
Current liabilities (4864)
= NET EQUITY VALUE 557 802

Source: Authors’ analysis

The net equity per household was calculated by applying the South African household Statement
of Financial Position framework to the data collected. The analysis revealed that the household
with the highest net equity value had a value of R13 171 300.00 and the lowest value had a
negative net equity value of -R2 061 932.26. The average household net equity (mean) for
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respondents was R557 802. A breakdown of the asset and liabilities according to the framework is
provided in TABLE 2.

To facilitate the statistical analysis of the data the respondents were divided into quintiles; TABLE
3 provides the details of the quintiles used in the remainder of the paper.

TABLE 3: Household net equity quintile

Quintile Range Mean N %
Quintile 1 -R2 061 932 to R17 775 -R17 698 644 20.0
Quintile 2 R17 775 to R75 687 R41 921 645 20.0
Quintile 3 R75 687 to R265 703 R146 784 644 20.0
Quintile 4 R265 703 to R845 347 R522 826 645 20.0
Quintile 5 R845347 to R13 171 300 R2078 172 644 20.0

Source: Authors’ analysis

The previous descriptive analysis provided details on the dependent variable, namely net equity;
the demographic profile of the realised sample is provided in TABLE 4.

TABLE 4: Demographic profile of respondents

Total sample (Phase 1) Employed group (Phase 2)
Demographic group

Mean N % Mean N %
Employment status
Unemployed R175 672 431 13.6 0 0 0.0
Employed R581 600 1994 62.8 R581 600 1994 100.0
EE::I‘::JCG‘IJLVS':;;;";Z) R706547 748 236 0 0 0.0
Occupation
Managers R1 043859 295 9.3 R1043859 295 14.8
Professionals R1 044 359 205 6.5 R1044 359 205 10.3

Technicians and Associate

. R604 847 319 10.0 R604 847 319 16.0
Professionals

Clerical Support Workers R277 699 124 3.9 R277 699 124 6.2

Service and Sales Workers R415 687 231 7.3 R415 687 231 11.6

Skilled Agricultural, Forestry,
Fishery, Craft and Related R521514 290 9.1 R521514 290 14.5
Trades Workers

Plant and Machine Operators,

R382 592 189 6.0 R382 592 189 9.5
and Assemblers

Journal of Economic and Financial Sciences [JEF | October 2016 9(3), pp. 730-748 737



Combrink & Venter

€lementary occupations R190 133 209 6.6 R190 133 209 10.5

Unemployed R174 978 532 16.8 0 0 0.0

Household head age

30 - 44 R349 223 880 27.6 R365155 746 37.9

60 and over R759 149 959 30.1  R1141809 194 9.9

Never married and single R231 232 597 18.7 R233909 372 18.7

Widowed, separated or

: R459 688 717 22.4 R509 130 270 13.6
divorced

Male R640 214 2077 64.7 R638 504 1485 4.1

Household head education

Grade 10 or less R352 586 864 27.2 R344 695 476 24.1

Diploma / Degree / Post-

R1005720 768 24.2 R965 924 580 29.3
graduate degree

Less than R1 399 R187 399 338 12.7 R159 306 106 6.4

R2500 - R4 999 R232 766 439 16.5 R147 255 223 13.5

R8 000 - 10 999 R458 141 239 9.0 R374 892 175 10.6

R20 000 or more R1057 094 623 23.4 R999 084 558 33.9
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Province

Eastern Cape R492 138 337 10.5 R506 743 186 9.4
Free State R611 969 360 11.2 R628 730 247 12.4
Gauteng R574 204 396 12.3 R580 506 267 13.4
KwaZulu-Natal R432 600 422 13.1 R513 636 213 10.7
Limpopo R457 343 279 8.7 R516 269 170 8.6
Mpumulanga R541 311 350 10.9 R524 311 230 11.6
Northern Cape R518 398 360 11.2 R515 733 250 12.6
North-West R599 009 288 9.0 R647 258 193 9.7
Western Cape R730 347 422 13.1 R775 288 230 11.6

Source: Authors’ analysis

In order to determine whether the independent variables (employment status and occupation)
had a statistically significant influence on the household net equity category, the Pearson’s Chi-
square test was used. The Pearson’s Chi-square test determines the significance of relationships
between two categorical variables (Pallant, 2005). In cases where respondents did not provide all
the independent variables pair-wise exclusions were applied.

6 RESULTS AND DISCUSSION

The data analysis firstly provides descriptive statistics of the variables under review followed by
the results of the inferential analysis (Pearson’s Chi-square test) for the variables under review.

6.1 Effect of employment on household net equity

In order to evaluate the effect of employment on net equity, respondents were divided into three
groups:

= Employed: respondents who indicated that they are employed,;

= Unemployed: respondents who are not employed and not economically inactive;

= Economically inactive: Respondents who are retired, housewives or students.
The results of the analysis are provided in FIGURE 1.

Avisual inspection of the results presented in FIGURE 1 indicates that for the unemployed group,
Quintile 1 and Quintile 2 had the highest proportion of respondents. It is however interesting to
note that some of the unemployed respondents were part of the higher quintiles. This can partly
be ascribed to the social wages provided by government, as these respondents included
households that receive free housing and used their grants to accumulate other assets.

The result also indicated that the biggest proportion of the economically inactive group is in
Quintile 5 with an increasing trend. Due to the combined nature of this group further analysis of
the results was required. The analysis for this group is provided in FIGURE 2.
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FIGURE 1: Effect of employment group on net equity quintile

Source:  Authors’ analysis
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FIGURE 2: Analysis of economically inactive group per net equity quintile

Source:  Authors’ analysis

The results provided in FIGURE 2 confirm the permanent income and lifecycle hypotheses. The
majority of students are in the lower quintiles, as the majority of them are still at the start of their
economic life. Similarly, a large proportion of retired respondents are in the higher quintiles,
confirming the theories that people accumulate assets during their economic life whereafter
consumption starts after retirement, resulting in @ move down the quintiles.

An interesting finding from the results in FIGURE 1 is that being employed does not result in a
household ending up in higher quintile. In order to determine whether employment status does
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significantly influence the net equity of a household Pearson’s Chi-square test was performed
(TABLE 5).

TABLE 5: Analysis of effect of employment status on household net equity quintile

Factor Pearson’s Chi-square Test
7 df p-value
Employment status 202.982° 8 0.000***

Source: Authors’ analysis

20 cells (0.0%) have expected count less than 5. The minimum expected count is 105.73.
**% p<.001 very highly significant

The statistical analysis found very highly statistically significant differences in the three
employment groups. The results indicated that respondents in the unemployed group had lower
net equity values when compared to the other groups, with retired respondents having the highest
net equity. The results therefore indicated that null-hypothesis of the first hypothesis of the study
can be rejected:

Hypothesis 1y: Employment status does not significant influence on a household’s net
equity.

The fact that there is no clear trend for the net equity per employed group raises the question
whether the occupation within which a person is employed does in fact influence his/her
household net equity. In order to determine whether occupation does have a significant impact
on household net equity, only the 1 994 respondents who indicated that they are employed will be
analysed in the remainder of the paper.

6.2 Effect of occupation on household net equity

The questionnaire contained an open-ended question asking the respondents to indicate their
occupation. The responses received were recoded into eight major category groups using the
categories as determined in the Organising Framework for Occupations (Department of Labour,
2012) as well as an unspecified group for respondents indicating that they are employed but the
occupation not specified:

=  Managers;

= Professionals;

= Technicians and Associate Professionals;

= (lerical Support Workers;

= Service and Sales Workers;

= Skilled Agricultural, Forestry, Fishery, Craft and Related Trades Workers;

®=  Plant and Machine Operators, and Assemblers;

= Elementary occupations; and

= Unspecified.

The number of respondents per occupation is provided in TABLE 6.
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TABLE 6: Demographic profile per occupation

Total
Occupation sample %
)
Managers 295 14.79%
Professionals 205 10.28%
Technicians and Associate Professionals 319 16.00%
Clerical Support Workers 124 6.22%
Service and Sales Workers 231 11.58%
all;i:LeetllrsAgricultural, Forestry, Fishery, Craft and Related Trades 290 14.54%
Plant and Machine Operators, and Assemblers 189 9.48%
€lementary occupations 209 10.48%
Unspecified 132 6.62%
Total 1994 100.00%

Source: Authors’ analysis

For the remainder of the analysis the 132 respondent who only indicated that they are employed
but did not specify their occupation were excluded from the analysis. The net equity distribution
per occupation is provided in FIGURE 3.

A visual inspection of the results presented in FIGURE 3 indicates that the occupation a person
selects does have a significant influence on a household’s net equity. Elementary occupations
and service and sales workers proportionately had the most respondents in Quintile 1.
Comparatively, professionals and managers had the highest proportion of respondents in Quintile
5. Although the visual inspection revealed differences due to the occupation selected, the data
was subjected to statistical tests to evaluate the significance of the differences; the results of
the Pearson’s Chi-square test performed are provided in TABLE 7.

TABLE 7: Analysis of effect of occupational status on household net equity quintile

Factor Pearson’s Chi-square Test
X df p-value
Occupation 295.564° 32 0.000%**

Source: Authors’ analysis

20 cells (0.0%) have expected count less than 5. The minimum expected count is 23.57.
**% p<.001 very highly significant
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FIGURE 3: Effect of occupation on net equity quintile

Source:  Authors’ analysis

The statistical analysis found very highly statistically significant differences in the occupation
groups, indicating that selecting the correct occupation does have a significant influence on a
person and his/her household’s net equity. The results therefore indicate that the null-hypothesis
for the second objective can be rejected:

Hypothesis 2;: The occupation within which a person is employed does not have a
significant influence on his/herhousehold’s net equity.

As indicated, previous studies found that the education level does have a significant influence on
a person’s employment status and access to a specific occupation (Van Zyl, 2013). Despite the
fact that government spends 19.2% of its budget on primary education and an additional 5.8% on
post-school education and training (National Treasury 2016), several students are unhappy with
access to education. This culminated in the recent “Fees must fall” movement (Eye Witness News,
2016). Based on the budget constraints government is experiencing, it is not in a position to
provide free education to all (Gordhan, 2016). Based on the analysis done in this paper it is
proposed that additional funding should be provided to train for occupations that have a higher
probability of improving the household’s net equity and therefore alleviating poverty not only for
the direct family members but also for the extended family, which most South Africans support.

The question therefore arises which occupations should qualify for additional funding. The
Department of Higher Education and Training has already identified several scarce skills that are
needed to grow the South African economy (Department of Higher Education and Training, 2015).
Applying the basic economic principles of supply and demand, it is submitted that employees in
these occupations will earn higher incomes, and, as pointed out in the literature, this will enable
them to accumulate more assets, resulting in a higher net equity. In order to test this submission,
the list of scarce skills were analysed and compared to the individual occupations included in the
eight groups used in this paper. This analysis found that of the identified scarce skills all fall
within four occupation groups. To test whether obtaining scarce skills does in fact result in higher
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net equity values, the eight occupation groups were divided into two groups, namely scarce skills
occupations and non-scarce skills occupations. Details of the two groups are provided in TABLE 8.

TABLE 8: Net equity distribution of scarce skills and non-scarce skills occupations

Scarce skill group  Occupation N %

Scarce skills Managers 1008 54.14%
Professionals
Technicians and Associate Professionals

Plant and Machine Operators, and
Assemblers

Non-Scarce skills o (lerical Support Workers 854 45.86%
e Service and Sales Workers
e Skilled Agricultural, Forestry, Fishery,
Craft and Related Trades Workers
e tlementary occupations

Total 1862 100.00%

Source: Authors’ analysis

The net equity quintile distribution for each of the two groups is provided in FIGURE 4.

300
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0

Quintile 1 Quintile 2 Quintile 3 Quintile 4 Quintile 5

o

M Scarce skills Non-scarce skills

FIGURE 4: Net equity quintile distribution of scarce skills and non-scarce skills occupations
Source:  Authors’ analysis

Itis clear from a visual inspection that there are more scarce skills employed persons in the higher
net equity quintiles, with the non-scarce skills more concentrated towards the lower net equity

quintiles. The data was subjected to statistical tests to evaluate the significance of the
difference, and the results of the Pearson’s Chi-square test performed are provided in TABLE 9.
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TABLE 9: Analysis of the effect of being employed in a scarce skill on household net equity quintiles

Factor Pearson’s Chi-square Test
x df p-value
Scarce skill 140.628 4 0.000%**

Source: Authors’ analysis

0 cells (0.0%) have expected count less than 5. The minimum expected count is 163.28.
**% p<.001 very highly significant

The statistical analysis found very highly significant statistical differences in being employed in
a scarce skill occupation which has a significant influence on a person and his/her household’s
net equity.

7. CONCLUSION

Previous international studies found that employment status is an important contributor towards
an increase in a household’s net equity. The results set out in this paper found that being
employed compared to non-employed clearly leads to a greater average net equity, with the
household net equity of an employed person averaging R581 600 compared to the household of an
unemployed person averaging only R175 672. Despite the higher net equity that comes from being
employed, the number of households across the net equity quintiles is more or less the same,
indicating that being employed is in itself not an indicator of better living conditions.

When the employed group is analysed further, it is not surprising to find that the occupation group
that leads to the highest average net equity is Professionals (R1 044 359) with the occupation
with the lowest average net equity the Elementary occupations (R190 133). Apart from finding a
job, it is clearly beneficial to choose a career path in one of the occupations that can lead to
significantly higher net equity for the household. In this regard, the annual published scarce skills
list can be of benefit, as the occupations that it lists as scarce (Managers, Professionals,
Technicians and Associate Professionals and Plant and Machine Operators and Assemblers
groups) generally lead to a higher net equity than the non-scarce skills list.

At a time when the government is facing increasing pressure for free higher education, the findings
of the paper can assist in the prioritisation of funding towards certain qualifications which will
enable the country to address the required skills shortage and in turn will lead to higher levels of
household net equity for its citizens.
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