SJeature

Social security for a
post-millennium society

1 around the world labour markets
and employment are changing
Technological changes, pushed on
by capitalist compenition, are continually
replacing traditional jobs and changing the
nature of work:.

Most jobs being created are temporary,
casual or part-time. The new mullennium
scenario is threatening a prowing army of
unemployed and underemployed people
who subsist alongside a shrinking
permanent workforce, The consequences
are equally serious’ nsing inequality, job
insecurity and crime, and a gradually
disintegrating society. With this scenario in
mind, last October’s Presidential Jobs
Summut agreed to implement an cficctive
comprehensive social security systemn,
zimed especially at the unemployed and
those living in poverty.

What is a'comprehensive social
security system'? How far is South Afmca
from achieving it? How can we design
such a system so that it will transform
society and not just be a‘welfare
handout'?

Beyond welfare

Traditional concepts of social security are

becaming outdated Traditionally, social

security has been scen in two parts

O social assistance (paid by the state from
tax revenue, mainly for the young or
very old);

0 social insurance (where workers and

Ravi Naidoo explains labour’s
proposals on implementing an
effective and comprebensive
social security system.

employ ers contribute to a work-related

fund, such as UIF}
With changes in the labour market and
ligher unemployment, more people need
some income security. However, they may
not qualify for it under social assistance or
social insurance systems

In addressing this situanon, a revised
notion of a‘social wage’ is becoming
popular In 1997, COSATU's September
Commission argued for a social wage - an
economic floor below which no South
Afnican should sink This ‘economic floor’
includes transfers (such as the old age
pension or child grant), goods and
SCIVICeS

Further, it follows that such an
cconomic floor must be extended to all
people, especially the poor. This requires
cross-subsidisation, an expanded public
scctor and a non-profit sector rele. Finally,
the manner in which social wagces are
provided must transform economic
organisation and socal relations, through,
for example, giving people land, cheap
credit and support for developing
community co-operatives.These steps will
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cmpower individuals and communities to
support themselves even if they cannot
find work in the capitalist economy. They
will also begin to build an alternative to
capitalist relations through the
development of a socially-owner scctor
In this way, the provision of social
wages or comprehensive social secunty is
about what is provided, who provides it,
and how it is provided.The current ‘social
wages’ debate thus expands the
mainstream definition of ‘social security’.

Affordability

Different countries have different social
security models. There are, broadly, two
madels of social security.

Under the risidual model the government
caters for people who it regards as needy.
The wealthy po to private service providers
The second model is called the institutional
model. It identifies impoertant needs for all
people and meets them through public
institutions.

The following determine what social
security system a country will have:

0 a country’'s level of cconomic
development;

0O the relative strengths of social forces in
that country

The level of cconomic development

breadly determines the limits of the sacial

security system A rich country can afford

to provide a more comprehensive system

than a poor country.

The relative strengths of social forces
determines the distribution of the
countey’s resources A rich country may be
able to afford to provide for everyone, but
may instead develop a system that caters
for the wealthy. The conflict over the
distribution of nattonal resources is critical
in shaping the social security system

Social security zlso shapes the relative
strengths of the social forees. The classic
debate is whether the ‘welfare state’

stabilises capitalism or is an advance
towards wider socialisation. AHl around the
world, modern socizal security systems
were developed to support capitalist
development. For example, public
transport developed mainly as a way to
reduce the privite costs of transporting
warkers to their workplaces.

In many countries, government and
business provided social security to skilled
workers to help soften and win over a key
component of the working class It is
therefore very important for unions te
ensure that any demands for a social wage
go beyond simply meeting the needs of its
own membership

South Africa's social security
system

Because of apartheid, South Africa’s social
security system was fragpmented for blacks
and comprehensive for whites. This reflected
the relative strengths of social forces at the
time. Sccial security spending and priorities
were thercfore heavily binsed

The laws have changed and now offer
equal benefits te all citizens. However,
current levels of the peneral-revenue
funded social assistance cannot meet the
needs of the poor, Morcover, government
already considers the current cost of
existing programmues to be too high.

Employers and! employees in formal
employment contribute to social insurance,
Social insurance covers a relatively small
number of the population. With an
increasing number of people falling cutside
formal employment, there are fewer people
contnibuting to the fund. This limits the
system, Further, the better-off workers tend
te capture the largest share of social
insurance benefits. Social insurance in other
countries also pays more money to workers
who are better paid.

There are also deeper problems in
South Africa’s social security system.
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Impact on cmployment
Because publicly provided benefits are
limited, the cost of social secunty is
passed onto employers. This has
increased non-wage costs in the
cconomy and therefore discourmges
employers from employing regular
workers Employers try to avoid these
non-wage costs by not employing morc
permanent workers and employing
more casuals

The growth of employer-linked
benefits excludes a significant share of
the population The unemploy ed,
informally employed and many non-
permanent workers have no access 1o
these benefits In the South African
situauon this forces the non-wige Costs
to be higher still, since workers require
more 1o support many unemployed
persons (with no benefits) in their
household As a result, this contributes
to upward pressurc on workers'
remunemtion.

Private-provision-to-some
contnbutes to increasing costs of
services South Africa spends about 9%
of GDP on health, when about 5%
could be enough.The relatively high
levels of expenditure is due 1o two-
thurds of health spending going towards
the well resourced, povate health sector.
Private health services the minonty in the
population that can afford to pay high, and
nsing, medical costs This contnbutes
towards high medical inflanon and the
drzin of pood doctors from public
hospitals. This siruation leaves under-
resourced government services 1o deal
with the vast majority of the population
who cannot afford private services

Companics dnven by prefit choose to
service low-risk groups so that their
profits will increase.This profit-drnven
provision removes cross-subsidies to those
unable to afford services. [t makes it more

The Constitution guarantees everyone the right
to social security.

difficulr to fund publicly-provided social
services through contributions This places
a greater burden on povernment to pay
out of general revenues. This is difficult
when government 1S tnying to cut
spending

An important weakness is that
government departments and civil society
do not co-ordinate social wage provision.
If the provision of social wages 15 to be
embedded in economic organisation and
sociil relations, it requeres a strong ohverall
vision and implementation from all
spheres of government and civil society.

Constitutional obligation

The Constitution of South Africa guarantecs
oy enyone the nght to social security People
whoe cannot support themseh es and ther
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dependants have a right to social assistance.
The state has to ‘take rezsonable legislative
and other measures, within its available
resources, to achieve the progressive
realisation' of this right.

These Constitutional provisions place
an obligation on government to put
systems in place to ensure that every
South African has access to social security.
The government’s duty poes even further
where it has to assist pecople who are
unable to support themselves.

The Constitution limits povernment
from relying enly on privately funded
social insurance schemes (for example,
provident funds and UIF} as a substitute
for publicly funded social assistance
schemes A social security system that
relies too much on private contributions
could also be in breach of the
Constitution's puarantce of equality of
trentment for all citizens.

Therefore the state has to provide social
security, While contributory social
insurance is possible for thosc who can
contribute, the state must ensure that the
basic needs of all are met.

The Constitutional Court' ruled thit the
state’s obligation is limited to ‘availabie
resources’ - defined as what the Minister
of Finance has allocated in the national
budget, Despite this, the state has te prove
that it is acting in good faith and mtionally
in the circumstances,. The judgement
highlights the need to expand the
currently narrow concept of ‘affordability’,
It also places a greater burden on the state
to provide evidence, The judgement
highlights the need for progressive social
forces to increase their pressure on the
national budget and other redistributive
Instruments that determine affordability.

Comprehensive social security

What docs effective and comprehensive
social security include? The fabour

constituency submitted the following
social security cemponents to the post-
Jobs Summit task team at Nedlac:

Ensure that social assistance
provides a safety net to all citizens.

The social assistance system must provide
all citizens, especially the poorest, with a
basic safety net. Thus includes Old Age
Pension for the elderly poor, and child
support for the young. Currently, there is
no support for 90% of working age people
who are unemployed. Labour proposes
that a basic income pgrant be paid to all
citizens, as set out in the Jobs Summit.

Restructure existing social insurance
institutions to:

Q Increase corerage ie all. All working
people should be covered by work-
related social insurance, Historically, the
groups that are the most high-risk and
nced social insurance the most (such as
domestic workers) have been excluded
from social insurance.This is because
government saw these proups as being
‘too risky’ and their segment of the
labour market was unregulated.

Q Promote greater equity. High and low-
income carners should contribute to
the same fun¢l. This will balance out risk
profiles and encountige redistnibution
and solidarity among all working
people, It will be more affordable to
include more vulnerable workers in a
fund when the fund also has higher
carners contributing.

Q fmprove and expand public sector
service delfvery: This must provide
essential poods and services to all,
especially the poorest. Providing social
services {such as cheaper public
transport) is not just a cost - it also
lewers the cost of living and improves
living conditions.A better public service
helps to malntaln 'social infrastructure’

56

5A Labour Bulletin



SOCIAL SECURITY

Two-thirds of health spending goes to the weli-resourced private health sector.

(such as commumty services and
values) which is a very neglected
concept.
O Replace or rationalise privately
provided employment-refated Denefits
Employment-related benefits such as
transport, retirement funds, private
health care and housing amount to
about 30% of labour costs. This cost to
employers will be reduced if these
benefits are included in an overall social
wage package, More importantly, the
publicly provided safety net wall be
hetter resourced and more sustainable
by reducing duplication and increasing
economies of scale.
Q) Promote structural transformation of
the economy. This includes
=  Restructuring ownership of
productive assets, such as land and
credit. This will increase the poor’s
ability to improve their conditions.
It will increase levels of economic
activity and reduce high levels of
concentration of ownership.

* Increasing investment and
infrastructural development in
disadvantaged communinues,

through pubhe waorks - building
chinics, roads, housing, etc

Ohstacles

What are the obstacles to implementing
effective comprehensive social secunity?

Government is limited by consenvatve
fiscal policy Government's real
expenditure on both social and
cconomic services has been reducced in
the 199972000 budget. Thus Limits the
possibiiies for the development of a
comprehensn e social secunty system.
However, by taking the broader view of
provision of social wages (that is,
including structural transformation of the
cconomy) some progress can be made
even within fairly tipht fisczal constraints
Further, the limited budgetary resources
available could be used as a catalyst for
integrating exasting social security
components Nonetheless, the constmints
on government expenditure impose
severe limitations on the provision of
social wages

Second, there are capacity constraints
within government to deliver services
effectively The private sector and other
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organised groupings in soctety also have
capacity constraints in terms of delivering
services to communities and vulnerable
persons.Thus there is the need for a
generm! focus on building capacity, both
within government and civil society, to
ensure effective social security provision.

Third, powerful constituencies will
resist change, including some within the
labour movement, This is especially likely
if overall expenditure is not increased
significantly, and extended coverage and
benefit provision to the vulnerable come
at the expense of others. The resistance to
change by the powerful pharmaceutical
industry is a good example of resistance to
change. On the other hand, groups of
organised workers may also resist change
to current prvately provided benefits
{such as any move against access to
privaite health care)

Conclusions

Building an effective and comprehensive
social security system is 2 long-term
process. It requires ensuring substantial
resources through the budget to back up
the clauses of the Constitution It also
requires a restructuring of existing social
insurance and other social security
institutions (much of which is beginning
to take place). But above all, it requires 2
common understanding, mobilisation and
action among progressive social forces in
soclety to sce this transformation through.
It is unhkely that the public sector could,
by itself, provide all the necessary social
wage benefits A social wage is likely to be
delivered by a combination of the public,
non-profit and private sectors The nature
and extent of this balance, even if only for
the medium-term, requires extensive debate.
The public and non-profit sectors should be
given a greater tole over time, while the
private sector is brought into 2 tighter
regulatory net in the interim, There could

also be a role for the union movement in the
delwvery of such services.

The promation of a wider floor will
require a transfer of resources from the
privately supplied benefits to the publicly
supplied benefits. However, this effort 1o
‘de-privatise’ social secunty requires
improvements in the quality of public
sector service. If public health is not
improved, for example, there will be less
chance of mobilising for public provision.

An effective way to begin to expand
publc sector social wage provision is to
withdraw the tax benefits that the for-profit
sector receives for providing such benefits.
We know that much private provision has
largely been to 1ake advantage of these tax

incentives, which are at the expense of cther

taxpayers The withdrawal of these tax
incentives will increase tax revenues, and
allow such revenues to be channelled to
support an expanded social wage. The
improvement of publicly supplied benefits
means ensuring that important public
scrvices must be protected from being
dismantled or privatised

Finally, it should be clear from the
discussion that there is no easy road to
developlng a comprehensive social
sccurity system, Dut with the distressing
scenario of ‘barbarism’ fast becoming 2
reality in cur socicty, there is little
altecnative but to effect drastic changes in
society.The move to implement an
cffective and comprehensive social
secunty system is one route to cffect this
change. And the opportunity needs to be
grasped with both hands, %

Footnote

I See Soobrariocy vs Mindster of Health,
KuwaZulu-Natal (Constftutional Court) 1997,

Ravf Naldoo Is thie director of Naleci, He

serves on the soctal sccurifty task team set

ufr by the Prestdential Jobs Stimmnit,
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