Jocus: rethinking welfare

The relevance of
workfare to SA

fter the Jobs Summit we were
invited to Brussels to look at the
EU’'s employment strategy
Interviewing people in the E1J, I found
that a close relation has been asserted
between expansionary macro-economic
policies, growing employment, raising
Iiving standards and the financing of social
security Instead of arguing that high levels
of social security act as a barrier to
employment, Europeans I spoke to took
the view that high levels of employment
finance and censolidate a modernised
social secunty system
There is a growing ageing population in

Europe Nevertheless, parties are looking
at expanding employment to finance the
expansion of pension payments, mther
than cutting back pensions Alan Larson,
who is the director general of DGS,
effectively the ‘employment ministry* of
the EU, talked in this context about mising
employment levels from 60% to 72% in the
next ten ycars

Social security

There seems to be less focus on reducing
non-wage costs such as social secunty, and
more of an emphasis on reducing areas
. Which are seen as a barrier to
employment, such as certain types of
taxation (for example, VAT)

Social security was spoken of as a
‘productive factor in the cconomy’, rather
than a squandering of wealth

Neil Coleman, from COSATU’s
parliameniary office, gave an
nput at the workshop, This is
a shortened and edited version
of Dis inpart.

A'productive factor’ because it raises
living standards and thus effective demand
in the economy

The Europeans also argued that social
securnity lessens social division and
confhict,and ensures greater co-openition
in the production and distribution of
wealth

A view is commonly held in the
developing world and South Africa that
only advanced capatalist states can have
comprehensive social security systems
However, the people we spoke to do not
appear to share this view. In the current
debate about enlarpement of the LU,
Eastern European countries which operate
under a primitive form of capitalism, are
being expected to construct social
security systems as a condition of entry
into the EU.

LU officials argue that many European
states built social security systems in the
context of relatively backward economies;
and that more recently, large paps between
systems of relatively poor Southern
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Neil Coleman of COSATU, Rawi Naidoo of Naledi and Dennis George of FEDUSA.

Luropean states, and their Northern
counterparts, have had to be bridped.

'Fleadbility” means dufferent things in
the EU and in SA Curopeans talk about a
shills based Mexibility, trining and
mobility from low to high tcchnology jobs.,
Obviously within this there are different
variants In South Africa, the notion of
Acxibitity is aimed at de-regulation,
weakening unlon organisation and
lowering wages Alan Larson said that
where there is greater flesibility in the
marhet, there §s o need for more, not less
secunty Security shoukl be found in areas
like labour standards and social sccurlty
systemis

Eutopeans are comparing thele model
to the American model and say ing that In
America there i higher employment of .
particular type, especlally in the service
scctor, but there s also a growth in
inequality and a growth in the working
poor. ‘This s accompanied by
cvudlisation, deregulation and the
lowerlng of minimum standasds, This
places an extra hurden on society to

support poor people who are in
cemployment.

Another problem is the privatisation of
the social wage in America. Househald
expenditure on sociat security is similar in
Sweden and the US. However, in America it
is private expenditure and in Sweden it is
public expenditure, and obviously the
distnibution of this expenditure is vistly
different.

Workfare’s relevance

I question whethier the notion of

"workfare' has immediate refevance to the

South African sitwition for a number of

SALYGTS U

O Tirstly, because the long term
unemployed Rl totally outside the
social security net in this country.
Those who are covered by UIl are
covered on o temporiry hasis, They arc
only covered for a six-month periad and
then, only if they have beean In
cmployment for a certaln period of
time, "1 hose who are uncmployed in
the leng-term and who have never been
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employed are not covered at all by UIF
(over 90°% of the unemployed do not
qualify for UIF)

U Secondly, in this context,
unemploy ment in South Africa is not
only a downward pressure on wages It
also exercises an upwar(ﬁ pressure, by
increasing the number of dependants
being supported by a worker’s pay
packet,in the absence of a social
secunty system It puts enormous
pressure on workers to push fora
higher take-home pay to support the
prowing number of unemployed in the
extended famuly

QO Thirdly, we cannot talk about a
comprehensive social security system
in Scuth Afnica - it does not exist.
COSATU-commissioned research shows
that 13,8 million pecople who are living
In poverty, have no access o any direct
form of income from the state. About
40% of houseliolds in the lowest twao
quintiles get no social security transfers
at all Whule 1t is well known that wages
and in particular old ape pensions are
very extensively used to support
people, particularly in rural arcas,iti1s a
completely scatter gun approach. It
depends if you are fortunate encugh to
have a wage earner or an old age
pensioner in your famuly. If you do not
have one of them you do not get an
income transfer, untess you qualify for
other grants

COSATU's approach

COSATU Links the concept of social
security to the broader concept of a social
wage. The social wage includes social
secunty support, public health, public
housing, public transport, education,
traimng etfc,

A social wape system would be a
combination of dircct income transfers,
like UTF, and indirect income transfers

through subsidies by the state in the form

of the national health sy stem, tmnsport

ctc Such an approach takes forward the
developmental and redistoibution.al
cconomic logic of the RDP - focusing on
redistributing wealth and opportunities
and bringing people inte economic
activity Tlis approach aims to’
fundamentally restructure social relations
ruther than being a purcly welfare-dniven
approach - which paruatly alleviates but
also institutionalises poverty, by
perpemating marginahisabon and
dependency

COSATU sces the estabhishment of a
camprehensite soctal securily system

(C555) as a key pallar in advancing this

vision of a socal wage. An important

advance was made in the parhamentary
process on the White Paper for Social

Welfare, when it was agreed (o incorpornite

a commitment to the establishment of

such a system We have 1aken this forward

in discussions with government, in the

Jobs Summit, in the alliance processes and

clsewhere.

Engagement on the shape of a €855
needs 1o happen at various levels:

Q restructuring of the retirement system
in South Africa,

Q restructuning of the UIF;

Q invesugating the basic income grant
proposed at the Jobs Summit, and its
relationship to other grants;

1 debatng the correct mix between
social assistance and social insurance,
the former largely being direct grants
coming from government (from the
fiscus), while social insurance 1s
predominantly funded by employers
and workers;

Q examining the implications of current
macro-cconomic policies on social
security provision;

O finally, we must be very careful that so
called ‘developmental social security’ does
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not constitute 2 surrendering by the state
of its social security responsibilities.

Delivery

Some people will say that we cannot even
deliver the fragmentcd and limited social
security system which we have prescntly
got. That should not act as a bartier to a
more comprehensive system. [t should
spur us on to begin to look at much more
effective and comprehensive systems
which are easier to administer. The
income grant proposal, for example, would
not be means tested but would be
eniversal. This is designed to aveid the
problems of administering delivery.

Approaches to delivery should be linked
to other strategies which povernment is
developing to cmpower people, particularly
thie poor and ruml communities. One
example Is government's idea te setup a
post office bank. Here everyone in the
country would become linked into the
banking system through the network of post
offices in the country. That has all sorts of
obvious advantages in relation to delivery of
social welfare.You therefore need a
comprehensive and inter-ministedal
approach The Department of Welfare
cannot do it atone.

Qne thing that is particularly worrying
is the danger ef privatisaton of certain
arcas of social sccurity, and the social
wage, Certain areas which are currently in
the private scctor, ke large portions of
the health system, need to be de-privatised
or nationalised and brought inte the area
of public carc.

Fiscal constraints

One view s that, as a result of *fiseal
constraints', we have pot to Increasingly
shift the burden to fund sactil sccurity
anto the private sector and workers This
i~ a short sighted approach which the
tide union movement has opposcdd, as

Neil Clema.

being both developmentally and
cconomically retrogressive. The fiest major
danger is that such an approach would
exclude the majordty of people who are
not in formal employment. Secondly, it
would raise the unit costs of providing
social security because it will reduce the
benefit of large-scale delivery, s well as
undermining public provision of those
services. Private provision also usually
excludes cross subsidisation. Thirdly, it
would rmise the non-wage costs of
cemployment. All this could lead to the
Increasing marginalisation of the very
poor because it will increase segmentation
and result in lmiting social security to the
cmploycd. Finally, this will relnforce
private provision of other aspects of the
social wape such as the move towards
markctdriven provision of tmnsport and
delivery ol housing %

Nedl Colemsan s the deprantmoent head of
CONATs partfconentary office
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