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Total Employment Impact 

•  Direct and Indirect Job creation 
•  Distributional Impact 
•  Flexibility to represent different 

requirements of a program (e.g. labor 
intensity of NREGA) 
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Multiplier analysis based on Social Accounting 
Matrix (SAM) 
Endogenous accounts (N) 

N + X = Y (sum of an account) 

Column sum (expenditure) = Row sum (Revenue) 

Exog. (X) 
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Keynesian Multiplier Analysis 

•   Y= n +x  Y= A*Y + x  (I -A)*Y= x  

   where,   

dY = (I - An) –1  
* dx 

Multiplier matrix (M) 
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Introduction of a new sector with a new 
income distribution channel 

Suppose, a program under consideration has features, for 
instance: 

•  Higher Labor Intensity. 
•  Job Targeting for unskilled poor workers. 
•  Different factor income distribution due to 

targeting. 
 The program effectively creates a new sector in 

terms of input composition.  
 No existing data of the new sector, due to 

hypothetical nature of the new sector. 
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Hypothetical Integration: concept 
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Hypothetical Integration 

•  Assumptions 
   1. No leakages to exogenous accounts. 
   2. EPWP specific unskilled from targeting. 
   3. EPWP income spent on EPWP service. 
   3. EPWP input output symmetry.  
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Modifying EPWP column sum 
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Maintaining average expenditure propensity for EPWP 
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Very close to zero linkages 
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Social Accounting Matrix of South Africa 2000 

•  PROVIDE, Dep. of Agriculture 
•  20 household types by location, type of residence, 

race, income (ex. Urban formal African Poor) 
•  26 +1 activities. 
•  5 + 2 factors (1 capital, 4+2 labor factors by skill 

and gender) 
•  Gender decomposition in factor accounts 

highlights inequalities of employment.   
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Simulation 
•  Social Sector consists of ECD/Education and HCBC/

Health 
•  R 9.3 billion (1% of GDP in 2000) 
•  High female intensity (60 and 69% respectively)  

   addresses female unemployment in the short run   
•  Data source:  
•  Friedman, Irwin, Bhengu, L., Mothibe, N., Reynolds, N., and  

Mafuleka, A., (2007) Scaling up the EPWP,Health Systems Trust, 
November, Volume 1-4. Study commissioned by Development Bank 
of South Africa and EPWP.  

•  PROVIDE (Provincial Decision-making Enabling Project) by 
Department of Agriculture, South Africa.  
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Input 
Composition 
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EPWP Job Allocation for experiment 
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Over a half million jobs 
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Pro-poor growth out of highly unequal 
system. 
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Which program is more pro-poor?  
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1/3 of spending is covered by multiplier effects 



19 

A lot more needs to be done for poverty reduction 

Source: Author’s calculation 
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Pros of the methodology 

•  Bird view of the economy. 
•  Conceptual understanding.  
•  A handy tool for policy impact analysis. 
•  Flexibility  
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Cons of the methodology 

•  Data intensive nature. 
•  Short term Static Analysis. 
•  Potential price effects are not accounted for. 
•  Potential asymmetric behavioral response is 

not accounted for. (fixed coefficients) 
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Future work 

•  Data initiative. (national, regional, village 
level SAM) 

•  Time Use Survey to assess redistribution of 
unpaid work and general well-being.  

•  Ex post analysis – individual level (all 
household members including children), 
over time (panel data) 

    (Job creation for us, at least) 
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Targeting 
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Persistent High Unemployment  
Source: LABORSTA, ILO (2008)  
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Average Expenditure Matrix 
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Multiplier Matrix 


