SOCIAL PROTECTION

Soiithern Africa

by VIVIENE TAYLOR

In southern Africa, social protection should go beyond the classic approach of a residual

safety net and deal with such deeper and broader issues as income poverty, food security,

inequality and social exclusion, and capacity building for poor people. However, at present,

coverage of the poorest members of society tends to be limited to small-scale interventions

that respond to symptomatic rather than structural problems. This overview of existing

national systems in the region examines what types of coverage, through what channels, are

provided for what portions of the population, and identifies gaps and weaknesses. The

author, Viviene Taylor, is a professor at the University of Cape Town, South Africa.

INTRODUCTION: THE REGIONAL CONTEXT

Central to the challenges of social pro-
tection are the issues, characteristics and
features of this phase of economic global-
ization and its impacts on national and
regional environments. It is precisely the
differentiated and uneven impacts of eco-
nomic globalization for countries in sub-
Saharan Africa that create an environ-

ment of insecurity, characterized by con-

tinuing and deepening poverty, social
exclusion and alienation and growing
inequality. As acknowledged by the Unit-
ed Nations Development Programme,
“Globalization is not new, but the present
era has distinctive features. Shrinking
space, shrinking time and disappearing
borders are linking people’s lives more
deeply, more intensely, more immediate-

ly than ever before.” (UNDE, 1999)
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These features together with the
recurrent crises in the region, as well as
the HIV/AIDS pandemic, have had a
devastating impact on southern African
countries. Economic interdependence
has generated more opportunities for
some countries and created greater risks
and vulnerabilities for others. It is these
risks and vulnerabilities that are evident
when one examines the human develop-
ment status in the region.

Table 1 analyzes the regions’ human
development and socioeconomic indica-
tors. These indicators must be seen in the
context of worsening terms of interna-
tional trade, limited foreign direct invest-
ment flows and declining financial
resources. For many countries in the
region the impacts of economic structural
adjustment with debt servicing and low
levels of economic growth have had neg-
ative impacts on governments’ capacity
to deliver on social development.

The socioeconomic trends highlight
the challenges facing the region. There
is mass poverty, and it is one of the poor-
est regions in the world. Its combined
growth rate has been consistently low.
There is long-term structural unemploy-
ment and underemployment, and a grow-
ing trend towards informal and casual
work. Also evident is the feminization of
poverty and the resource depletion in
rural areas which makes it impossible to
provide secure livelihoods and food for
households because of vulnerability to
droughts, flood and HIV/AIDS. Current

labour and social protection standards

and regulations are inadequate, and the
challenges of social protection are many.
Member States of the Southern African
Development Community (SADC) are
increasingly aware of the need to address
these issues, which form part of the region-
al integration agenda of SADC. The state,
the private sector, and communities and
households have central roles in achieving
the needed balance of economic growth
with equity and social justice.

The reality for many countries in the
region, however, is that social services are
being cut back, and that food security and
social assistance are compromised, as
national budgets fall prey to competing
priorities, in particular debt servicing.

Recent disasters in southern Africa,
including floods in Mozambique and
elsewhere, have produced economic and
social devastation. Clearly, there is a
need to anticipate, prevent and offset the
consequences of such shocks through dis-
aster preparedness and effective social
policy arrangements at national and
regional levels supported by appropriate
international aid.

The capacity of governments to man-
age the process of economic liberalization
as a key element of this phase of global-
ization is increasingly constrained by a
number of factors. Not the least among
these is the absence of effective social
policy arrangements, particularly those of
social security, to deal with structural or
systemic social problems as well as the
needs of those at risk and vulnerable

because of poverty.
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Table T—COMPARISON OF HDI ESTIMATES OF SOUTHERN
AFRICAN COUNTRIES"
lLife Adutt
expectancy literacy Real GDP Life
at birth rate per capita  expectancy  Education GDP (HDI)
Countries (years) % (PPPS) Index index index value
Botswana 474 44 1,690 031 0.713 0.12 0.609
Lesotho 56.0 82.3 1,860 0.52 0.74 0.49 0.582
Malawi 39.3 51.7 710 0.24 0.63 0.33 0.399
Mozambique 45.2 40.5 740 0.34 0.35 0.33 0341
Namibia 5.4 79.8 5,010 0.46 0.81 0.65 0.638
South Africa 54.7 84.0 7,380 0.50 0.87 0.12 0.695
South Africa* 541 81* 3,056 0.50 0.81* 0.58 0.628*
Swatiland 60.2 115 3,350 0.59 0.76 0.59 0.644
Zambia 40.1 7.1 960 0.25 0.67 0.38 0431
Zimbabwe 44.1 90.9 2,350 0.32 0.83 0.53 0.560
* Adjusted — estimates based on the 1996 census.
" Based on data obtained from the Reserve Bank of South Africa.
b From the Human Development Report, 1999.

The financing of social security pro-
vision is also influenced by such demo-
graphic features as decreases in life
expectancy (see table 1), among the
highest infection rates and incidence of
HIV/AIDS, and high fertility and popu-
lation growth rates in the region. These
factors affect many kinds of benefits —
pensions for old age, invalidity and sur-
vivors, benefits for sickness and medical
care, and unemployment coverage.
Increases in the population dependency
ratio together with unemployment and
low levels of labour absorption in the
formal sector make inclusion in con-
ventional social insurance measures

extremely unlikely.

RECONCEPTUALIZING SOCIAL SECURITY
IN THE REGION

Historically southern Africa, with the
exception of some countries such as South
Africa, has had limited social insurance
and social assistance measures. Social
insurance coverage (employer-employee
contributions for health, retirement and
work-related contingencies) as a manda-
tory contributory system of one kind or
another in the region has remained rudi-
mentary. Some countries have put in
place “provident fund” arrangements as a
first stage towards social insurance (ISSA,
2000). Also uneven in the region is social
assistance (publicly funded arrangements

which include social services and income

NUMBER TWO—2001

51




SOCIAL PROTECTION CHALLENGES IN SOUTHERN AFRICA

transfers) which provides basic minimum
protection to the population as a whole,
or subject to qualifying criteria, for those
who are at risk and vulnerable because of
poverty and unemployment.

Conventionally both social insur-
ance and social assistance constitute
social security. Generally “social securi-
ty” falls within the public domain, has
national application, and is usually uni-
formly regulated by governments. Gov-
ernment, employers and employees con-
tribute to it in varying proportions. In
developed countries, a central feature in
earlier decades was the alleviation of
poverty in old age, with a gradual shift
towards income replacement and uni-
versal coverage for all the aged. How-
ever, this is not the case in southern
African countries, where poverty is per-
vasive in large sectors in the region (Van
der Walt, 1999).

Developing countries are unable to
provide social insurance coverage in
similar ways to industrialized countries,
especially given the effects of globaliza-
tion and the growth in the informal sec-
tors and atypical work. With low or neg-
ative economic growth and high fiscal
deficits, countries in the region are
unable to provide the significant social
assistance which is required. Social assis-
tance as provided through governments
is traditionally seen as social consump-
tion rather than social investment that
generates development.

The International Labour Organisa-

tion (ILO) and the European Union

(EU) define social security as schemes
that compensate for the financial conse-
quences of a number of social risks or
social contingencies (Berghman, 1997).

Internationally, debate about the reform

Social assistance by govern-
ments is traditionally seen as
social consumption rather than
social investment that gener-

ates development.

of social security has been driven by such
considerations as economic and demo-
graphic changes, ineffective pension
institutions and the desire to provide
more effective social protection. Many
countries recognize that changes in the
national, regional and global contexts
have to lead to changes in social security
philosophy, especially on the “individual
versus collective” level (ISSA, 1998).
In Africa, the debates tend to empha-
size the privatization of social security
schemes, the relevance of and adoption
of the World Bank approach and the
influence of structural adjustment pro-
grammes (Humba, 1999). There are also
issues relating to the efficiency, manage-
ment and governance of social security,
as well as the need to extend cover to the
informal sector. Unique challenges for
social security and social policy arise
because, it is argued, Africa has been
marginalized and excluded from the ben-

efits of economic globalization.
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The problem with these debates, as
outlined by Berghman (1997), is that lit-
tle or no reference is made to poverty,
inequality or social exclusion, the empha-
sis is put on the consequences of a partic-
ular set of social contingencies, and social
security is defined with a social insurance
bias. For such reasons, recent trends indi-
cate a movement away from social securi-
ty within a residual safety net approach to
one that is internationally called “social
protection.” Social protection allows for a
more comprehensive response to income
poverty, capability poverty (dealing with
health, education and other areas of
deprivation), asset generation (particu-
larly social capital, household assets, land
and credit), as well as standard policy

interventions dealing with contingencies

Social security is moving away
from a residual safety net
approach to social protection —
a more comprehensive response
to income poverty, capability
poverty, social exclusion, asset
generation and meeting basic
needs, as well as standard con-

tingencies and risks.

and risks. Significantly, social protection
could also include developmental pro-
grammes that are responsive to poverty,
social exclusion and meeting basic needs.

Promoting a social protection

approach within the southern Africa
region requires certain preconditions
within the public and private environ-
ments. Key among these are the follow-
ing four: 1) An interface between social
insurance type arrangements and pub-
licly provided social assistance should be
in place; 2) A regulatory framework is
needed which integrates public and pri-
vate benefits and provides a continuous
range of instruments for all, including
those who are categorized as atypical
workers; 3) Traditional social supports
that are provided through households,
neighbourhoods and communities need
to be examined to determine the extent
to which these remain in place and are
able to operate in the context of eco-
nomic globalization; 4) Assumptions
made about the survival systems of poor
households given the multiple impacts of
HIV/AIDS and chronic shocks alongside
increasing marginalization and social

exclusion must also be interrogated.

VALUES AND PRINCIPLES OF
SOCIAL PROTECTION

For the southern African region, issues of
central importance include the need for
consensus on the fundamental values and
principles that should underpin social
protection reforms. Critical questions
include: what are considered acceptable
levels of provision and cover, and how
can access be provided to the excluded
majority? Linked to the values and prin-
ciples that generally form the basis of

social protection, countries in the region,
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because of their political, economic,
social and cultural history and related fac-
tors, are influenced by four imperatives.
These are the democratic, equity, effi-
ciency, and moral imperatives.

Democratic governance and participa-
tion in countries in the region has major
relevance for the establishment of appro-
priate and responsive systems of social
protection. The links between democra-
cy, human rights, satisfaction of basic
needs and social protection are deter-
mined by complex considerations. Cen-
tral to this is how decisions are made
about who gets what benefits and under
what conditions.

Issues of equity and distribution of
goods and services tend to be relegated
to what is affordable, rather than how
specific social policy interventions
aimed at equity can promote human
development and contribute to sustain-
able economic development. Economic
efficiency and institutional capacity to
deliver social protection are important
considerations, but the challenge in sub-
Saharan Africa is not to view them as a
trade-off with equity and issues of distri-
bution. Key to the debates and concerns
with efficiency and institutional capaci-
ty is the type of private-public mix of
policy options that would promote the
most effective range of benefits to the
broadest number of people.

Other principles and values whose rel-
evance requires discussion in the region
are social solidarity and social cohesion.

What does the notion of social solidarity

mean in the context of intergenerational
poverty, long-term unemployment and
jobless growth, and limited possibilities of
cross-subsidization across the public-pri-
vate sectors, given shrinking revenue
bases and ineffective tax regimes. In any
national context, however, social protec-

tion interventions cover a broad range of

Issues of equity and distribu-
tion of goods and services tend
to be relegated to what is
affordable rather than how
specific social policy interven-
tions aimed at equity can pro-

mote human development.

potential policy instruments requiring
careful examination of financing options,
tax incentives and the dedication or ear-
marking of specific revenue. The princi-
ples underlying the options must cohere
with effective achievement of the policy
under consideration.

The principles of consumer protection,
legitimacy of the social protection environ-
ments, as well as those of reducing poverty
and social inequality, pose continuing chal-
lenges in the context of globalization.

Yet, vexing problems are posed by the
need to ensure financial and institutional
sustainability in the context of economic
uncertainty and social fragmentation.
Risk pooling, managing and reducing vul-

nerability becomes difficult when govern-
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ment is the largest employer, as in many
African countries, and when debt servic-
ing constitutes more than 40 per cent of

the national budget.

REGIONAL RESPONSES 10
SOCIAL PROTECTION IMPERATIVES

Despite the many challenges, a Social
Charter of Fundamental Rights in the
SADC has been drafted and will be
negotiated (SADC, 2000). The Charter
refers to the SADC Treaty, and some of
its main objectives provide a basis for
social protection. Notable in this is the
objective to achieve development and
economic growth, alleviate poverty,
enhance the standard and quality of life
of the peoples of southern Africa and
support the socially disadvantaged
through SADC regional integration.
Such an objective can only be reached
by developing viable social protection
measures and structures throughout the
region. Regional collaboration is essential
to achieve consensus on the principles
and values that inform measures to sup-
port worker mobility, rights and condi-
tions across countries. While the unre-
stricted movement of people across
national borders increases, there is a def-
inite need to ensure they have access to
basic health care, social services, and
other provisions if they are in poverty or
at risk of falling into deeper poverty due
to shocks or contingencies. Work on
designing a floor of minimum social pro-
tection measures must include govern-

mental as well as nongovernmental and

private sector stakeholders. The question
is whether regional collaboration to
define and agree on issues of social pro-
tection can succeed when at the national
level the policy interventions and pro-
gram measures for social protection are

very limited and uneven.

STATUS OF NATIONAL MEASURES
FOR SOCIAL PROTECTION

In order to deal with the issues and gaps
in existing institutional arrangements, it
is necessary to have an overview of the
status of social protection measures in
countries of the southern Africa region.
The following section draws on informa-
tion in a recent research paper (van Rens-
burg, 2001). Little or no information is
available for social protection in Angola,
Mozambique and the Democratic Repub-

lic of Congo.

Botswana
Social security in Botswana is relatively
undeveloped, and emphasis has been
placed on meeting basic needs by provid-
ing adequate social service infrastructure.
While the share of urban population grew
from 18 percent in 1981 to 46 percent in
1991, the majority of people continue to
live, work and grow old in rural settings
and rely heavily on the extended family
to care for those in need. HIV/AIDS has
a drastic impact and has severely strained
the public health sector.

Less than half the formal sector work-
ers receive old age or disability pensions,

and even fewer receive benefits for sur-
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viving family members. The government
recently established an old age pension
for everyone aged 65 and up. Previously,
old-age benefits were limited to employ-
ees in the public sector and a few private
companies with occupational pension
schemes. Public sector pensions cover
central and local government employees
whose service is so-called “permanent
and pensionable”. The government pen-
sion scheme is set at 1.67 percent of final
earnings for each year of pensionable
service, payable as early as the age of 45,

but compulsory at 60.

Kenya

Old age, disability and survivor benefits
are provided under a provident fund sys-
tem, with benefits paid only in lump sums.
Only employed persons are covered, and
casual workers are excluded. For public
employees a special pension system exists.
Protection for sickness and maternity is
governed by legislation passed in 1966.
The programme entails a social insurance

system for hospital benefits only.

Lesotho

Without an adequate national social
security scheme, Lesotho has sought to
arrange for its former migrant workers in
South Africa to receive South African
old-age and disability pensions since
during their active years they contri-
buted to South Africa’s revenue base
through income and value-added sales
tax. Long-term migrant workers with

permanent residence in South Africa

have benefitted from its social assis-
tance. Lesotho has also made use of
South African workers’ compensation
for occupational injuries and diseases,
including migrant Basotho workers who
were injured in South African mines
and have returned home. Lesotho is also
now designing its own social security
scheme to cover old age, invalidity,

death and maternity.

Malawi

Historically the government has provid-
ed only a few social services for its citi-
zens. A special system of social protec-
tion benefits public employees only.
Sickness and maternity benefits are also
very restricted; some medical services are
available free to the population in gov-
ernment health centres and hospitals.
The Workers’ Compensation Scheme for
victims of employment injury makes
employers liable for paying compensa-
tion to injured workers.

Poverty alleviation remains the cen-
tral focus of the government’s develop-
ment programmes. Malawi has been
chronically food insecure for the past 3-
5 years; most households are unable to
produce enough food to meet their sub-
sistence requirements due to the effects
of drought, floods and other factors in
some areas. A Safety Net Intervention
has been initiated to provide relief to
vulnerable households and assist people
to move out of poverty; it focuses on
food security and combines government

and donor involvement.
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Mauritius

The social security scheme has generally
succeeded under different adjustment
programmes. Employment has increased,
and per capita income has improved
drastically. The government has contin-
ued to offer free education and health
services and even subsidized food to the
population. Other provisions include
old-age, disability and death benefits
through a universal social insurance sys-
tem. The pension system benefits all res-
idents. Earnings-related pensions accrue
to all employees. Means-tested benefits
are provided to heads of household under
age 60 after a period of 30 days of regis-
tered unemployment. Poor families with
three or more children are also entitled
to certain family allowances as part of the

social assistance system.

Namibia

The 1994 and 1998 social security legis-
lation provides for payment to employees
of maternity and sick leave and benefits
for work injury, death, invalidity, funeral
and survivors. It also set up a National
Pension Fund with contributory arrange-
ments. Regular employees as well as
domestic and casual workers contribute
toward social security, except for workers
under 16 and over 65 years and the self-
employed. Employment injury benefits
are financed entirely by employers.
Retirement benefits are payable to work-
ers 60 and over who have worked and
contributed to social security for at least

15 years, and are retired or have only

minimal earnings. The 1998 Act also
authorized a medical aid scheme which
has not yet been developed and a Devel-
opment Fund to create jobs for socioeco-
nomically disadvantaged individuals and
provide loans for higher education.

The Ministries of Labour and Health
and Social Services have formulated
a National Code on HIV/AIDS and

Employment.

Seychelles

The 1987 Social Security Act covers
old-age, disability and death benefits
for employees, the self-employed and
the unemployed. The pension scheme
includes all full-time workers (with 25 or
more working hours per week), with an
option for part-time workers and the
unemployed to join voluntarily. There is
also a survivor pension. Sickness and
maternity benefits are extended to
employed and self-employed persons,

with no minimum qualifying period.

Swaziland

Social security measures are still in the
formative stages. The Swaziland Nation-
al Provident Fund was set up in 1974 as
a savings scheme to provide benefits for
employed persons who retire in old age
or disability. All employers in the pri-
vate, agricultural and industrial sector
are obliged to contribute to the fund,
with employees contributing half the
total amount. Public service employees
with more than 10 years of service are

eligible for pensions. Other measures in
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place include private pension plans; pri-
vate life insurance schemes; means-test-
ed targeted relief to needy people, young
and old, provided by the Ministry of
Health and Social Welfare; and social
welfare services to people with disabili-
ties and other special needs, typically
provided with the assistance of volun-
tary welfare organizations. Workmen's
compensation, introduced in 1983, is
based on employer liability for compen-
sation in the event of injury, occupa-
tional-related disease, permanent dis-
ablement, temporary total or partial

incapacity, and death.

Tanzania

With an economy largely based on agri-
culture, social insurance arrangements
are limited. A provident fund covers old
age, disability and survivors, providing
lump-sum benefits; it extends to all
employed persons in the public and pri-
vate sectors, except domestic employees.
For sickness and maternity, subsidized
medical care is available in government
clinics and hospitals.

Employers must pay the whole cost of
private insurance to compensate all
employees for work injuries. Temporary
disability is compensated for up to 96
months at 50 percent of total earnings.
For total disability, a lump sum of 54
months’ earnings is payable up to a max-
imum. A proportionate percentage is
paid for partial disability. Dependants of
a deceased worker are entitled to a lump

sum of 41 months’ earnings, less any dis-

ability benefits paid.

The statutory social security scheme
in Tanzania includes five elements: 1) A
Government Pension Scheme covering
civil servants which is noncontributory
and funded from the Treasury; 2) A
Local Authority Provident Fund for
employees from District, Town, Munici-
pal and City Councils, which receives
both employer and employee contribu-
tions; 3) A Parastatal Pensions Fund
covers all employees in the parastatal
sector, which is contributory; 4) A
National Social Security Fund, estab-
lished in 1997, is the largest social secu-
rity fund. It mainly covers private paras-
tatal sector employees who do not fall
under any other schemes; and 5) The
National Insurance Corporation occu-
pational and endowment scheme pro-
vides cover for individual schemes.

Private social security arrangements
are of three types. Rotating Savings and
Credit groups are mainly in urban com-
munities, and have rudimentary struc-
tures based on mutual agreements. Sav-
ing Cooperatives are based on members’
contributions and lend money to mem-
bers for contingencies, like children’s
tuition and care. Social security schemes
established by NGOs and self-help co-
operatives provide benefits to a small
part of the population.

Tanzania has a national AIDS Con-
trol Programme, coordinated by the
Health Ministry, which requires workers
to set up AIDS Committees to promote

workplace intervention.
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Lambia

The Zambian economy is dominated by
the mining sector, which accounts for
over 90 percent of export earnings and
the greatest part of government revenue.
A recent comprehensive economic
reform involves privatization of various
state enterprises and economic liberal-
ization. These measures have signifi-
cantly changed production processes,
with downsizing and retrenchments
leading to unemployment.

Since 1966 the Zambia National
Provident Fund has been the largest
scheme for old-age protection, covering
about 270,000 employees in the private
and parastatal sectors, including agri-
cultural workers, domestic servants in
urban areas, and apprentices. Casual
workers, the self-employed and workers
in cooperatives are excluded. Insured
persons contribute 3.5 percent of earn-
ings, and employers contribute 3.5 per-
cent of their payroll. Retirement bene-
fits can begin at the age of 50. The
provident fund also pays maternity ben-
efits to employed women.

Disability payments are made in cases
of permanent physical or mental incapac-
ity for any work. A survivor benefit is also
payable in case of the death of an insured
worker. Old-age benefits equal the total
of the employee’s and employer’s contri-
butions plus accrued interest, and may be
paid in a lump sum, as an annuity or in
instalments, at the member’s option.

The Zambian Compensation Fund

protects in case of work injury to all pri-

vate and public sector employees except
permanent civil servants, teachers,
police and the armed forces. Casual
workers are covered by workers’ com-
pensation only if hired to do work in the
employer’s trade or business. Employers
are responsible for the whole cost
through fixed annual contributions.

Social protection in inadequate for
such contingencies as retrenchments/
redundancies, disabilities, retirement
and unemployment, and for informal
sector employment.

To improve social security delivery, the
government has transformed the Zambia
National Provident Fund (ZNPF) into a
National Pension Scheme Authority
(NAPSA); plans to merge the Pneumo-
coniosis Compensation Board and the
Workers’ Compensation Fund Control
Board; and created private pension
schemes for people in specific industries,
such as mines and insurance companies,
to operate side by side with compulsory
social security schemes.

The government also has a National
Poverty Reduction Plan aimed at reducing
the share of the population living in pover-
ty to 50 percent by 2004 through rural
development, increased infrastructure
investment, human resource development

and targeted antipoverty programmes.

Limbabwe

Zimbabwe does not have a comprehen-
sive social security system, but rather a
number of fragmented schemes under

separate laws for workers compensation,
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the Pension and Provident Fund, state
service disability benefits, welfare assis-

tance, and war victims compensation.

TRANSFORMATION OF SOUTH AFRICA'S
SOCIAL SECURITY SYSTEM

South Africa, relative to other countries in
the region, has an established social secu-
rity system. It includes both social insur-
ance and social assistance covering typical
risks, vulnerabilities and contingencies of
certain sectors of the population. Howev-
er, given the historic exclusion of the black
majority from socioeconomic activity, the
current system is inadequate. High levels
of protection go to high-income earners
who in the main are white. The demo-
cratically elected government of 1994 has
introduced wide-ranging social policy
reforms and initiatives, including a focus
on basic needs, human resource develop-
ment, and transforming the state sector.

A Committee of Enquiry into Com-
prehensive Social Security began its work
in May 2000, and some of its initial find-
ings are reflected below. South Africa has
for some time been operating without an
explicit concept and policy framework for
social security, and the policy and institu-
tional framework cannot cope with the
new demands placed on it.

First, there are significant gaps and
structural flaws in the current system. For
example, the child-support grant covers
children up to age seven; the disabled are
not adequately serviced; there is no effec-
tive safety net for poor and unemployed

people. Existing coverage is fragmented

and the private and public sectors do not
offer comprehensive protection. Although
many privately offered protections for
health care, retirement, and death and dis-
ability exist, protection does not conform
to any minimum standard and is in many
instances subject to discretionary decisions
by employers and insurance companies.

Second, many instruments of social
protection were originally designed
under a different constitution, aiming at
protection of white citizens and workers.
What are the implications of the new
constitution in terms of coverage as well
as affordability?

Third, the role of the private sector in
social protection needs study. There are
problems of uncertain protection, very
costly coverage, inefficient risk-sharing
opportunities, abusive treatment and
poor advice to consumers, and weak
response to the needs of low-income and
informal sector workers and their families
— more than 10 to 15 million people.

Fourth, another largely unaddressed
issue is the impact of AIDS on the
labour force, medical costs, the number
of orphans, disability, retirement funds,
and the discriminatory practices of some
medical schemes.

There is little social security value in
an environment where protections are
subject to unilateral abdication without
reference to wider social considerations.
This does not imply that private provision
should not exist, but rather that its role be
clarified and integrated into a consistent

overall social security framework.
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The problems with South Africa’s
social security system run deep (Naidoo,
1999). No explicit view of the concept of
social security exists at present. Constitu-
tional, legal, institutional and administra-
tive coherence is lacking across govern-
ment in social security provision. There
are problems in the tax structure both for
funding public benefits and for encourag-
ing private schemes via tax incentives.
There are difficulties in the national-
provincial division of revenue and pri-
orities for the allocation of resources
for social grants, and the capacity of
provinces to manage the existing system is
inadequate. In both government and pri-
vate schemes, liaison and interaction with
the served public is not well handled.

The limited nature of publicly provid-
ed benefits means that social security
costs are in most instances passed on to
employers. An unfortunate consequence
is increased nonwage costs for the econo-
my. This perceived cost acts as a disin-
centive for direct employment of regular
workers. Increased indirect employment
and stagnation of permanent jobs are
partly the result of employers trying to
avoid these costs.

The growth of employer-linked bene-
fits necessarily excludes a significant
share of the population — the unem-
ployed, informally employed and many
temporary workers. This forces non-
wage costs to be higher still, since work-
ers require higher wages to support many
unemployed dependant persons (with

no benefits) in their households.

Private-provision-to-some contributes
to escalating costs of services. South
Africa spends around 9 percent of GDP
on health, while the World Health Orga-
nization regards 5 percent of GDP as suf-
ficient. These high expenditures arise
because two-thirds of health spending
goes towards the private health sector,
which serves only 20 percent of the pop-
ulation. Reduced public provision has
effectively driven up overall health costs
and the cost of employment; medical
scheme costs are up by over 450 percent
per capita in real terms since 1982. Prof-
it-driven provision is accompanied by a
removal of many cross-subsidies to those
unable to afford services within the mon-
etized portion of the economy.

According to recent studies, 45 per
cent of the population live below the
poverty line. The majority of the poor live
in the rural areas, are women and children,
and have little or no means of accessing
basic social services. Demands on social
services are increasing, given long-term
structural unemployment, increasing job
losses, lack of job creation at the lower
skill levels and increasing informal and
atypical work. Because of the way the
social security system is currently struc-
tured, most of those who are excluded and
marginalized happen to be poor, the ultra
poor, and the historically disadvantaged.
These realities increase pressure on the
existing formal social security mecha-
nisms in the country, as well as on existing
informal support and survival strategies in

poor communities.
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The issue of social security in South
Africa has gained new momentum since
the new Constitution. It grants everyone
the right of access to social security, as
well as to appropriate social assistance
when they are unable to support them-
selves and their dependants. The Consti-
tution compels government to take “rea-
sonable legislative and other measures
within its available resources, to achieve
the progressive realization” of the right to
social security given in its Bill of Rights.
A recent constitutional court judgement
stressed the duty of government to act to
ameliorate the plight of the large number
of South Africans who live in deplorable
conditions.

The development of a comprehensive
social security system is a major priority
for the government in redressing the
apartheid legacy of inequity, inefficiency
and mass poverty. It should deal with
income poverty, asset development and
food security as well as other measures —
such as health care, education, capacity
building — to improve poor people’s capa-
bilities to survive and develop. It would
have to address the issue of what mini-
mum package of goods, services and ben-
efits is necessary for the participation and
advancement of the majority, which has

been excluded from mainstream society.

Objectives

A number of far-reaching basic objec-
tives are considered essential in the
reform of social security. The objectives

would include:

= Prevention of very low standards
of living

= Protection against significant neg-
ative changes in living standards

= Protection for those who suffer
from chronic deprivation

« Protection for those who face tem-
porary adversity

« Protection for those who face
social exclusion

= Action on the fundamental causes
of exclusion (gender, race)

= Action on issues of reparation

« Alleviation of poverty

= Reduction of inequality.

Policy areas

The comprehensive review process cur-
rently under way in the Committee of
Enquiry is examining six key policy issues:

« Redefinition and expansion of the
current system of social assistance
grants as a means of removing
poverty and dealing with problems
related to HIV/AIDS;

« The viability of a ‘basic income
grant’, including its financial and
social implications;

= Phasing of the implementation of
universal cover and protection in
health and retirement;

« The future place of existing social
insurance funds in the social secu-
rity system;

= Ways of incorporating the infor-
mal sector into a system of social
security protection;

» Alternative means of dealing with
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social exclusion resulting from loss

of employment.

Types of provisions

The social security system would include
both public schemes (government non-
contributory) and private (contributory)
arrangements. It would provide both
social assistance — old-age pensions,
child support, disability grants, foster
care, etc. — and social insurance for such
needs as health care and unemployment.
The provisions would be designed to
achieve protection for the entire popula-
tion in accordance with the constitu-
tional imperative, including both formal

and informal sector workers.

Structure of the review process

Apart from the central issue of the con-
cept of social security, the three areas
relating to the legal framework, the finan-
cial framework and the institutional
requirements are also under investigation,
since they are of fundamental importance
to policy reform. In addition, wide-rang-
ing consultations have taken place with
all the stakeholders in the public, private
and community sectors through public
hearings. The review is supported by sig-
nificant policy research and comparative

analysis with international experience.

CONCLUSION

Variations within each national context
and the significant problems related to
social, economic and political processes

have to a large extent determined the

types of social protection systems that are
in place. Encouraging steps are under way
in the region to develop regional proto-
cols for social protection, as evident in
appendix 1. Despite these steps, at nation-
al levels much more needs to be done.
Critical challenges remain the manner
in which economic liberalization pro-
grammes, political processes at national,
regional and global levels and human
development imperatives are able to con-
verge in the interests of the poorest.

The negative impacts of economic
structural adjustment programmes have
resulted in complex problems for coun-
tries, including increasing poverty and
social alienation. Inequalities are exem-
plified by the extent to which most of the
social security schemes across southern
Africa tend to focus on people who are
employed in the formal sector. Coverage
of the poorest members of society tends to
be limited to small-scale targeted inter-
ventions that respond to symptomatic
rather than structural problem:s.

The benefits paid by many schemes
are inadequate to meet basic needs. In
the case of noncontributory schemes, a
heavy reliance on general tax revenues
strains government financing, keeping
benefits at low levels in most countries.
Moreover, social welfare schemes (or
noncontributory public schemes) are
still in an embryonic stage.

Moreover, the relationship between
the state and market in terms of social
policy objectives needs to be debated

within the context of globalization. At
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SOCIAL PROTECTION CHALLENGES IN SOUTHERN AFRICA

Appendix T—SOCIAL SECURITY SCHEMES IN SOUTHERN
AFRICA: A COMPARATIVE ASSESSMENT
Type of Scheme Contingencies Bot | Les | Mal | Mau | Moz | Nam | RSA | Swa | Tan | Zam | Zim
Mandatory 0id age X X X
savings schemes
(mainly by way
of National
Provident Funds)
Disability X | X | X
Death X X X
Noncontributory 0ld age X X X | X
schemes
Disability X X | X
Widowhood X
Orphanhood/ X X
Children
War veterans X X X
Social insurance 0ld age X X X X
Disability X | X X X
Survivorship/Death X X X X X X
MSD | UIF
Sickness X X X
MSD | UIF
Unemployment X
UIF
Maternity X X
MSD | UIF
Adoption X
UIF

national and regional levels consensus
has to be reached on what should consti-
tute a minimum package of social provi-
sion to enable the poorest to participate
in all spheres of society and to advance.
In addition, while economic growth is
essential for social development, in and of
itself it does not reduce poverty or pro-
mote human development. For sustained
economic development, political com-
mitment is required to ensure that social

protection mechanisms can play a medi-

ating role between the policy objectives

of equity and growth. M
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