
The Social Security System in South Africa* 

Commissioned by  
The Federation of Unions of South Africa 
Die Federasie van Unies van Suid Afrika 
(FEDUSA) 

August 1999 

By 
Lucien van der Walt 
Sociology of Work Unit 
University of the Witwatersrand, Johannesburg, PO Wits, 2050 
South Africa 

E-mail: 029walt@cosmos.wits.ac.za 
Fax (Sociology Department): +27+11 339-8163 
Phone: +27+ 716-2971 

*Suggested citation: Lucien van der Walt, 1999, "From Apartheid to Neo-liberalism? Social
Security and the Condition of the Working Class in South Africa", research report for 
Federation of Unions of South Africa (FEDUSA), presented at "Enhancing the Trade Union 
Role in Social Security Systems in English-speaking African Countries", ICFTU - African 
Regional Organisation (ARO), Nairobi, Kenya, 15-17 September. 

OVERVIEW: 
This paper examines the changing nature of the social security and social services 
systems in South Africa, examining both the apartheid and post-apartheid periods 
within the context of the political imperatives and macro-economic policy 
frameworks of the government in each period. The limitations of the social security 
system in each period are discussed, and policy proposals in line with FEDUSA's 
commitment to a social market system are developed.     
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DEFINING SOCIAL SECURITY SYSTEMS 

Fifty years ago, the English social scientist T.H. Marshall distinguished between three 

basic types of human rights in modern societies. These were civil rights, referring to equality 

before the law; political rights, referring to access to the political process; and social rights, 

referring to access to the material means to participate in social life.1 For Marshall, the State 

was the main guarantor of these rights.  

By extension, social welfare systems provided by government may be seen as the 

primary expression of social rights. Definitions of “social security” vary considerably, but for 

the purposes of this paper, social security may be seen as including social assistance grants 

by the State to individuals within specific social categories, and government managed 

insurance social insurance funds. In South Africa, the former category would include disability 

grants, child maintenance grants, and old age pensions (men over 65 and women over 60); 

the latte would include civil servants’ pensions and the Unemployment Insurance Fund. In 

1995/6, it was estimated that 7,7 million South Africans were living in a household receiving 

social assistance grants.2 At the end of May 1995, there were 2, 85 million recipients of social 

assistance grants.3  

However, these forms of social security need to be understood as a part of a range of 

social spending by government. For this reason, it is most useful to examine the social 

security system in tandem with other forms of government intervention, the most important of 

which are government-provided social services such as education and health. In South Africa, 

these services include clinics, hospitals and schools. In 1995, there were 8, 060, 506 pupils 

enrolled in primary schools, 3, 704, 413 pupils in high schools, 154, 688 students enrolled at 

technical colleges, and 381, 498 at universities.4 

For the purposes of this paper, the social security, education and health systems will 

be treated together as a “social welfare system”, referring to the overarching system of 

government social programmes. The social welfare system is the arena of State activity in 

which social citizenship is exercised. An account of the operation of the South African welfare 

system has to have a historical perspective in order to take into account of the radical shifts 

undergone by the welfare system in recent years; it also needs to provide an analysis of the 

factors accounting for these changes.   

GENERAL PERSPECTIVES ON SOCIAL WELFARE SYSTEMS 

The form assumed by social citizenship in South Africa is best understood against the 

backdrop of a general examination of models of citizenship, which have existed in different 

contexts in the second half of the twentieth-century.  

Marshall's own argument tended to assume - by reference to what he saw as the 

British model- that modern societies would inevitably confer civil, political and social rights on 

all their members, so granting what he termed "full citizenship". In practice, however, modern 

societies have exhibited a range of models of citizenship, each made up of different 

combinations of civil, political and social rights, with each type of right exercised in different 



3

degrees by different groups of citizens.5 Studies indicate that the particular combinations of 

rights differ between countries and within countries. Hence, rather than speak about "full 

citizenship" we should speak about types of citizenship.  

Two concrete examples help to illustrate this point. Civil and political rights were 

typically absent in the centrally planned economies of the former eastern bloc countries of 

East-Central Europe and the Soviet Union. However, pride of place was given to social 

rights,6 with the official emphasis on social equality7 matched by the provision of an extensive 

range of entitlements including the right to employment, housing, schooling and medical 

care.8 These rights were, in addition, equally applicable to both women and men.  

By contrast, in the Western countries, emphasis was placed on civil and political 

rights whilst social rights were granted in a highly uneven fashion. In a few extensive "welfare 

States" - exemplified by Scandinavian countries such as Sweden - there were comprehensive 

welfare programmes that helped socialise the costs of family hood and maximised individual 

independence.9 There was, in theory, a universal entitlement to social services and 

programmes such as health-care, education, old age pensions and unemployment 

insurance.10  

Far more common were "liberal welfare States" - exemplified by Britain and the 

United States- whose programmes focussed on the poorest strata of society, who were 

granted with low benefits, the provision of which was strongly associated with social stigma.11 

Those who could afford do so were encouraged to rely on private welfare schemes, resulting 

in a marked stratification between those on welfare - usually workers- and those relying on 

private insurance schemes and occupational benefits – usually middle class professionals 

and management. Male and female access to State-provided entitlements was typically 

uneven (in contrast to extensive welfare States, where high levels of equity were achieved), 

and, in the case of the United States, race often determined the level of benefit provided by 

the State, as exemplified by unequal spending on schooling. 12 

FACTORS SHAPING SOCIAL WELFARE SYSTEMS 

The central factors underlying the development of these uneven forms of citizenship - 

and of their uneven provision of social rights- are the political system of the country and the 

level of economic development.13  

In terms of the political system, it is crucial to examine both the ideology and policy of 

a given State, and the influence of different social groups on the political process as a whole. 

The economic system of the country constrains which policies are possible, both by providing 

absolute limits in terms of the potential revenue base of a given economy (and hence, the 

fiscal possibilities of the State), and by providing policy limits in the form of the government's 

macroeconomic strategy.  

So, in the Swedish case, for example, a relatively democratic political system, and the 

pressure exerted by a powerful labour movement represented by the trade unions and the 

Social Democratic Party- allowed an alliance of the working class and small farmers to 
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mobilise around the demand for increased social rights.14 At the same time, the extensive 

economic growth of Sweden in the post-1945 period, combined with its relatively closed 

economy (which hindered the export of investment capital), allowed the financing of an 

extensive system of social entitlements.  

Conversely, with the contraction of the international economy since 1973, and the 

increasing relocation of Swedish corporate investment abroad, social rights have been 

progressively undermined. As investments shifted to foreign destinations, the largest Swedish 

corporations were able to demand a consistent reduction in government welfare 

expenditure.15 

In the international context of post-1973 global economic crisis, combined with the 

globalisation of capital, many -if not most- countries have moved towards a neo-liberal model 

of economic development. According to this model, economic development is most effectively 

provided through the unhindered operations of the free market in which investment is led by 

the search for profitable ventures by business. Government policy must thus be orientated 

towards the creation and maintenance of an investor-friendly, deregulated, economic 

environment. In most cases, given substantial levels of direct economic involvement by the 

State, this requires a rollback of government from existing commitments to economic 

intervention, and a drive for the reduction of the Budget deficit. In policy terms, this requires 

programmes for privatisation, a reduction of corporate taxation, the deregulation of capital 

movements, the removal of trade barriers, a reduction in State expenditure and the promotion 

of labour market flexibility. 

The neo-liberal agenda has concrete implications for the social welfare system. Neo-

liberalism has typically been associated with the promotion of an increased role for the private 

sector in the provision of social security (up to and including proposals for the privatisation of 

social security), and a reduction in State spending on education and health services. In the 

United States, for example, maximum benefits in the Aid to Families with Dependent Children 

programme have fallen by 40% since 1970, with cuts accelerating in the 1990s.16 Similarly, in 

Zimbabwe, to take another example, there have been severe reductions in social spending 

with the adoption of a neo-liberal economic adjustment programme in 1991. The 1994/5 

Budget was particularly severe, cutting health spending by 39% and reducing spending on 

primary education to its lowest level since 1980.17 Such cutbacks in social spending have 

been at the centre of labour critiques of neo-liberalism as increasing social inequality. 

More recently, there have been moves towards the introduction of “workfare” in a 

number of countries.18 Advocates of workfare, which is being applied in both Britain and the 

United States, argue that social assistance grants encourage a culture of dependency 

amongst recipients, removing the incentive to enter the labour market. Consequently, welfare 

programmes must be geared towards forcing participants into the workforce – the assumption 

being that poverty or exclusion reflects moral weakness on the part of welfare recipients. Most 

workfare programmes are “hard workfare”, in which participants are pressured into accepting 

the first available job.  
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However, although workfare saves the State money – and is thus in line with the neo-

liberal agenda– it has been criticised for blaming welfare recipients for their poverty, and 

tends to function only in an already dynamic jobs market. 19 As such, it fails to address the 

broader factors generating poverty, whilst failing to create new employment. To the extent 

that workfare does force people into already existing employment gaps, these openings tend 

to be in unstable, low-waged, casualised jobs. In this way, workfare tends to perpetuate 

poverty, cycle participants through a number of casual jobs, and act as a downward pressure 

on the wages and conditions of the existing workforce as a whole. 

THE SOCIAL WELFARE SYSTEM IN SOUTH AFRICA BEFORE 1994 

Between 1910 and 1948, South Africa was governed on the basis of segregation, and 

between 1948 and 1994, on the basis of apartheid. In both cases, civil, political and social 

rights were strongly conditioned by race, with the “nature, form and content of social welfare 

policy in South Africa” shaped by racial policies.20  

Before the 1940s, the social welfare system was oriented to dealing with the "poor 

white problem":21 the chronic underemployment of up to 300,000 whites (by the early 1930s) 

due to employer reluctance to employ whites who, though unskilled, had trade union rights 

and the vote.22 In addition to job creation through public works programmes and an expansion 

of employment in the public sector more generally, the government established a social 

welfare department in 1937 to co-ordinate what it called the “rehabilitation of the socially 

maladjusted individual and family”.23 It was assumed, however, that Africans – many of who 

were migrant workers - would receive any welfare that they required from the subsistence 

economies in the reserves. 24 African migrants, due to the insecure nature of their 

employment, could also not participate in social insurance funds that required regular 

payments as the basis of entitlement. 

After 1948, there was an expansion of the welfare system. The apartheid social 

welfare system did make provision for Africans, Coloureds, and Indians, as well as whites, 

although spending was strongly differentiated by race.   

According to the Budget for the 1975/6 fiscal year (figures unadjusted for inflation), 

the maximum monthly amounts payable in terms of old age pensions, and blindness and 

other disability grants, were R684 for whites, R354 for Coloureds and Indians, and R135 for 

Africans, respectively.25 The average amount paid to whites for old age pensions during 1974 

was R649, 89, for Coloureds, R327, 52, for Indians, R311, 10, and, for Africans, R111, 03. 

The average figures for grants to the blind and to other disabled people for the same period 

were R601, 45 and R605, 33 for whites, R298, 99 and R306, 12 for Coloureds, R305, 57 and 

R318, 04 for Indians, and R110, 62 and R116, 16, for Africans, respectively.26 

Although administrative fragmentation makes direct comparisons of spending on 

education for different groups difficult, a general picture of marked disparity in spending on 

social services does emerge. In 1973/4, R380 million was spent on white education.27 By 

contrast, current expenditure on African education for the 1974/5 fiscal year was R147 
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million.28 Current expenditure on Coloured education for the 1975/6 fiscal year was R98 

million, and, on Indian education, R43 million (estimate only). 29  

The late apartheid period – exemplified by the presidency of P.W. Botha (1978) - saw 

considerable restructuring of social citizenship in South Africa.  

This change must be seen within the context of the changing economic and political 

situation in South Africa. Before 1973 there was both sustained economic growth -notably in 

the 1960s, when growth rates topped 8% and the economy shifted decisively from the primary 

sector to manufacturing and services- 30 and a relatively stable political system. This allowed 

a fairly extensive - but racialised- social welfare system to be both financially feasible and 

politically viable.  

By contrast, the 1970s ushered in a period of economic decline and growing political 

tension (for reasons that need not detain us at this point).31 In this context, there were two key 

shifts in government policy.  

Firstly, there was a limited deracialisation of citizenship. Not only were key apartheid 

policies were such as influx control, racial restrictions on trade union rights, and “petty 

apartheid” in public amenities revised, and an attempt made to restructure Coloured and 

Indian political representation through a tri-cameral parliament, but there was a move towards 

an equalisation of social assistance and social insurance provisions. 

 Secondly, there was a shift in macro-economic policy. Since the 1920s, the State 

had intervened directly in the economy in order to foster industrialisation - through 

mechanisms such as economic protectionism, the promotion of parastatal industry and the 

provision of financing for local industry at non-market rates.32  

From the late 1970s, there was a tentative move towards a neo-liberal policy 

framework characterised by fiscal discipline, the deregulation of exports and imports and of 

monetary policy and the privatisation of State assets.33 Growth would now supposedly take 

place "within the framework of a system in which freedom of enterprise, consumer's freedom 

of choice and private ownership play a fundamental part" (in the words of the 1983 Kleu 

Commission on industrial development strategy).34 

Although these two key changes were by no means systematically implemented in 

the 1980s, they did have some concrete but contradictory implications for the social welfare 

system.  

On the one hand, there was a move towards an equalisation of social assistance 

grants and an increase in real spending on social services for Coloureds, Indians and 

Africans, made possible through disproportionate increases in spending on the different 

categories. Thus, for example, the Budget for 1975/6 fiscal year increased maximum old age 

pensions by 12% for whites and 15% for Coloureds and Asians – but 33% for Africans.35  

By the late 1980s, the government had achieved significant reductions in the racial 

disparities of the social welfare system, although inequalities remained considerable. In 1950, 

61% of the welfare Budget had been spent on whites, 14% on Coloureds and Indians, and 

25% on Africans.36  By 1976, spending on whites had fallen to 56% of the total, whilst 
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spending on Coloureds and Indians had increased to 16%, and on Africans, to 28%. By 1990, 

whites accounted for only 23% of welfare spending, whilst Coloureds and Indians received 

24% and Africans, 52%.  

A detailed breakdown of a single fiscal year in the late apartheid period provides 

further confirmation of these trends. In the 1983/4 fiscal year, for example, the maximum 

monthly expenditure on social grants as a whole (including blind pensions, war pensions, old-

age pensions, blind pensions, disability pensions and maintenance grants) was R152 for 

whites, R 93 for Coloureds and Indians, and R 49 for Africans.37 The average money paid out 

on old age pensions was R1, 467 for whites, R 847 for Indians, R 835 for Coloureds and 

R429 for Africans.38 The average figures for grants to the blind and to other disabled people 

for the same period were R 1, 415 and R1, 471 for whites, R839 and R858 for Coloureds, 

R819 and R855 for Indians, and R438 and R427, for Africans, respectively.  

In other words, although racial disparities remained evident, the extent of disparity 

had declined considerably: the ratio between white and African old age pensions, for 

example, had declined from approximately 6:1 in 1974 to 3:1 in 1983. 39  

The same pattern may be found in the social services, and, most dramatically, in the 

field of African education. Although in 1982, per capita spending on white pupils (unadjusted 

to inflation) had risen to R1, 021 as compared to R176, 20 per African pupil, overall State 

expenditure on African education had risen by 205, 8% from its 1977 figure, rising a further 

73, 9% by 1987.40 This reflected a vast increase in the number of African school-goers: in 

1975, there were 8, 378 African matriculation candidates; by 1985, the number had risen to 

82, 815 - a 1000% increase.41 By contrast, investment in white education had fallen by 18, 

98% in real terms from the 1982 figure. 42  

At the same time, however, there was a move to downgrade the social welfare 

functions of the State. Some have argued that this was to ensure that "the incorporation of 

blacks into the same urbanised social sphere as whites [did] not present the State with 

requirements for massive expenditure in order to meet the new demands on state-provided 

collective consumption".43 Government encouraged charities and insurance companies to 

play an increasing role in the provision of social security, and implemented real cut backs 

subsidies on basic consumption items (such as bread, sugar and transport).44 

THE SOCIAL WELFARE SYSTEM IN SOUTH AFRICA AFTER 1994 

The failure of the reforms of the Botha government to end South Africa's economic 

and social crisis laid the basis for a negotiated transition to a parliamentary democracy based 

on equal civil, political and social rights for all citizens.  

In apartheid South Africa, a racially exclusive political system with broadly based 

support amongst white citizens combined with - until the 1980s - "manageable" levels of 

popular opposition, and interventionist State policies and economic growth, underpinned a 

racialised form of citizenship.  
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In post-apartheid South Africa, the political system is formally predicated on the 

equality of all citizens - which implies a redistribution of resources between these citizens in 

the interests of equity - and has broad popular support.  In other words, there has been a shift 

in the form of the social welfare system from the racialised model of the apartheid welfare 

system to a deracialised post-apartheid welfare system. However, the economic situation of 

the country and the macro-economic policies of the government shape these formally equal 

rights in a significant manner as the subsequent discussion will indicate.  

The Reconstruction and Development Programme and social welfare 

The initial macro-economic policy of the ruling African National Congress (ANC), 

which won the first general elections in 1994, was the Reconstruction and Development 

Programme, or RDP. The RDP argued that “the democratic government must play a leading 

and enabling role in the guiding the market and the economy toward reconstruction and 

development”.45 The public sector might be reduced in some areas, but in “strategic areas” 

there could be an extension of the state sector, including nationalisation, joint ventures with 

the private sector, share purchases and the establishment of new government companies. In 

addition, it was stated that the “basic infrastructural network must remain within the public 

sector”.46 Infrastructure would be expanded through public works programmes that would 

both provide employment and training for the unemployed and stimulate the economy by 

boosting demand for construction materials and consumer items.47 

However, the RDP envisaged these developments taking place within the context of 

strict fiscal discipline. It would be financed through better organisation and rationalisation of 

existing systems to  "unlock resources"48 with “existing funds … reallocated and 

rationalisation … effected in many areas” and “electrification and telecommunications … -

financing”.49  

This emphasis on reconstruction and development being financed within the existing 

Budget was continued within the RDP White Paper. This policy document, released in 1994, 

not only placed an even greater emphasis on fiscal discipline but retreated from the "leading 

and enabling role" of the democratic government in the market, arguing instead for neo-liberal 

economic deregulation and the centrality of market forces in fostering economic growth.50  

The Growth, Employment and Redistribution strategy and social welfare  

By 1996, the economic thinking of the ANC government had abandoned the State-

centred elements of the RDP in favour of neo-liberalism. Announced in June 1996, the 

Growth, Employment and Redistribution Strategy - or "GEAR"- signalled a thoroughgoing 

adoption of neo-liberal macro-economic policy, albeit it in the context of a formally 

deracialised social order.51 In other words, there was considerable policy continuity between 

the macro-economic policies of the late apartheid, and early post-apartheid, governments. 

GEAR argued that job creation, redistribution and the provision of social welfare 

required a growth rate of 6% a year and the annual creation of 400,000 jobs per annum by 
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the year 2000. In order to achieve these targets, government argued for fiscal discipline, with 

the Budget deficit reduced to 3% a year, the relaxation of controls over the movement of 

capital and commodities in and out of the country, an export-oriented manufacturing sector, a 

"competitive tax policy" (to avoid "excessive rates" of corporate and personal tax), the 

restructuring of State assets (including commercialisation, privatisation and public-private 

partnerships), a labour market based on "regulated flexibility" and wage moderation, and 

government investment in infrastructure.  

These neo-liberal policies would supposedly encourage private sector investment on 

the scale needed to achieve GEAR's growth and employment targets. Notwithstanding the 

continued reference to the RDP in government statements, then, GEAR represented a 

marked break with many of the core policy proposals of the RDP base document, although it 

retained the RDP’s commitment to fiscal discipline. Given the short life span of the RDP, 

which was never, in fact, fully implemented, it is unclear what implications its combination of 

demand-stimulating policies and strict fiscal constraint would have had for social citizenship.  

The GEAR programme has very clear implications for the social welfare system. 

Whilst, as noted above, social security and social services have been formally deracialised  -

implying equal expenditure on all citizens – but deracialisation takes place within the context 

of a macro-economic strategy centred on a reduction in government expenditure and a falling 

revenue base due to tax reduction.  

The implications of GEAR are a freeze in overall welfare spending, with the 

deracialised allocation on social spending taking place through reallocations within the 

existing Budget. Hence GEAR states that fiscal discipline requires a "a thorough audit of 

government investment expenditure … to identify those areas in which Budgetary cuts can be 

made without detracting from the priorities and commitment of government”.52 In constructing 

a "cost-effective" public sector, GEAR continues, it will be necessary to consider “salary 

adjustment”, “right-sizing”, “affordability considerations”, and “macro-economic consistency” 

(i.e. consistency with the overall strategy).  

According to GEAR, the welfare system must undergo "restructuring", and health and 

education services “reprioritisation”53 Social grants are identified in GEAR as playing a "vital 

role in poverty alleviation", but the programme notes that "affordable alternatives to support 

families and children in need are being investigated".54 As part of a "systematic restructuring 

of health services", resources must be shifted from "tertiary services in metropolitan areas" to 

"overcoming the inadequacies of hospitals and clinics in rural areas and townships".55 With 

regard to education, GEAR argued that “there is a need to contain expenditure through 

reductions in subsidisation of the more expensive parts of the system and a greater private 

sector involvement in higher education”.56  

In other words, rather than a general increase in social spending - as implied by an 

equalisation of social services for all South Africans at a level comparable to that previously 

accessed by Coloureds or Indians, let alone whites- GEAR suggests "less, but better" overall 

spending as the key to economic growth and an equitable social welfare system. To express 
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the point differently: GEAR argues that a Budget stricter than that of the late apartheid regime 

- and of comparable size- can adequately meet the needs of a substantially enlarged social 

citizenry. As such, the post-apartheid welfare system, although still in its early stages, is a 

welfare system marked by neo-liberalism.   

GEAR does suggest that overall economic growth - coupled with more efficient 

revenue collection- will allow an increase in social spending in future. This increased 

spending would be funded through an absolute increase in the amount of revenue available to 

government through economic growth - not an expansion in the size of the Budget as a 

proportion of the Gross Domestic product of the country.57  

However, neither the economic growth targets nor job creation targets set by GEAR 

have materialised. Apart from a growth rate of 3, 5% in 1995, and 3, 2% in 1996, economic 

growth has been stagnant in the past five years.58 In addition, there has been a contraction in 

the manufacturing sector of 1,7%, with private sector investment falling from 6,1% in 1996 to 

3,1% in 1997 and -0,7% in 1998.59 Figures released by Statistics South Africa showed that 

job losses continued unabated since the last quarter of 1996, with an estimated 500 000 jobs 

lost since 1994.60 By contrast, the budget deficit target has been met, with the Budget, which 

stood at about 8% in 1993 reaching 3,3% by 1999.61 Clearly, any expectation that economic 

growth could finance an absolute increase in social security spending within the GEAR 

framework in the medium term has proved illusory.  

Implications for the social welfare system 

The RDP, the RDP White Paper and GEAR had all envisaged a social security and 

social services system operating within the context of severe neo-liberal fiscal constraints. 

This policy approach has been clearly confirmed by the post-1994 Budgets. Hence, spending 

on social security and social services has tended to remain static - or even fall in real terms- 

whilst, within each sector of the overall social welfare system, there has been a process of 

reallocating existing funds between different projects. This might be described, colloquially, as 

a process of "robbing Peter to pay Paul".  

Although there have been advances in some areas, the overall effect of the neo-

liberal policy framework has been a systematic failure to overcome the legacy of past 

inequalities in social rights. Instead of a generalised redress through increased social welfare 

spending, there have been programmes of cost cutting which has repeatedly led to real 

declines in social assistance grants and cuts in health and education staffing and facilities. 

GEAR not only marks the social welfare system: it scars it. 

 Patterns in social spending, 1996-1998

The 1996/7 Budget exhibited a commitment to both deracialisation and a reduction in 

the Budget deficit. Finance Minister Chris Liebenberg's Budget for the 1996/97 fiscal year 

made provision for a deficit of 5,1% of gross domestic product (G.D.P.) against 6% in 

1995/96,62 a step praised by business.63  
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The 1996/97 Budget allocated R14, 3 billion to total spending on grants and other 

welfare items, which involved a 7, 4% increase in spending on grants and a 1, 6% increase in 

spending on poverty alleviation programmes.64 Measured against the backdrop of an inflation 

rate of 8, 7% in 1995 total welfare spending declined in real terms. Maintenance grants for 

parents were increased to R135 and foster child grants to R305.65 Social assistance grants 

including old age pensions, disability grants, single-parent grants, and grants to parents with 

disabled children were increased on average by R20 a month, to R 430 a month, an increase 

of 4,8%.66 Again, this represented a decline in real spending. R 450 million was also put aside 

for “special pensions” to former members of the armies of the ANC and Pan-Africanist 

Congress (PAC).67  

There were also overt budget cuts. Subsidies to old age homes were cut by R50 

million in 1996/7, affecting 800 facilities.68 Spending on the primary school feeding 

programme -which came from special RDP funds and reached 3,2 million children in 12,3000 

schools - declined from R623 million to R500 million.69 Resource reallocation took place 

within the context of this neo-liberal fiscal austerity, which had already involved a real decline 

in overall spending: the cuts to old age homes, for example, were used to help fund HIV and 

AIDS treatment, welfare services and development initiatives.70  

A similar pattern was evident within the health sector. A figure of R17, 2 billion was 

allocated to health spending in 1996/97,71 including R5, 3 billion for a free primary health care 

programme (see below),72 and R9, 3 billion for hospitals.73 This represented an increase, in 

real terms, of only 0,5% despite the backlog in this essential social service.  

Real spending on health fell in the Western Cape, Gauteng, KwaZulu-Natal and the 

Free State by 12%, 8%, 4,6%, and 0,6%, respectively.74 These cuts resulted in reductions in 

medical personnel, with R98 million cut from academic hospitals in the Western Cape alone.75 

The allocations for Mpumalanga, the Northern Cape and the Northern Province were 

correspondingly increased in real terms, growing by 33%, 28% and 22% respectively.76 

Although Health Department figures indicated that between R6 and R8 billion was needed for 

upgrading and repairing hospitals, only R241 million was allocated for 1996/7. 77 

Following a March 1996 report, the government announced plans to introduce a 

system of free primary health care. Free primary health services were introduced in April 1996 

at clinics, community health care centres, and day hospitals. The policy cost R5, 3 billion, and 

was partly underwritten by R680 million from RDP funds.78 By 1998, the government was able 

to report that 500 new public clinics in previously under-served areas had been constructed.79 

It was also able to report that free primary health care programme had been established, with 

women and children under 6 also entitled to free medical care.  

However, severe problems continued within the health sector. In many instances, 

primary health care facilities were partly funded by removing resources from tertiary level 

medical facilities.80 At the same time, however, the new free health services led to a rapid 

growth in the number of people using the hospitals, which are, in addition, the main source of 

tertiary level health care to disadvantaged communities.  
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The combination of declining overall resources and growing social demands has 

deeply compromised the quality of health care provided by many hospitals catering largely for 

disadvantaged communities. At Chris Hani Baragwanath, four babies recently died of 

klebsiella (which results from poorly cleaned hospitals) for the simple reason that only 4 

nurses - rather than the recommended 18- were on duty to care for 35 babies in intensive 

care. New facilities at Edenvale hospital - including a R40- million theatre block and maternity, 

paediatrics and casualty wards - could not open in 1999 due to staff shortages.81  

The situation was worsened by a wave of budget cutting programmes prompted by 

insufficient financial resources. In October 1996, for example, the Gauteng Department of 

Health announced a five-year plan to restructure provincial health services by cutting costs 

and reallocating resources to deprived areas and primary health care.82 As part of this 

restructuring, three hospitals were closed, and a further eight downgraded into health-centres. 

These included, however, hospitals in underprivileged areas such as Hillbrow, Laudium and 

Lenasia. The plan also entailed the loss of 2,500 jobs and the redeployment of 6,000 staff.  

Similarly, the Western Cape Department of Health introduced voluntary severance 

packages from June 1996 for health personnel, and the Free State government attempted to 

terminate the contracts of district surgeons in the Free State in 1997.83 By 1999, hospital 

superintendents were warning that health services were heading toward "irreversible 

collapse".84 In the case of Durban's King Edward Hospital, departments such as paediatrics 

have seen staff cuts up to 40%.85 

Even so, the clinic system, too, has been negatively affected by budgetary 

constraints. Of the clinics built since 1994, at least 117 were not operational by early 1998, in 

large part due to financial, equipment and staff shortages.86 In KwaZulu-Natal only 46 of an 

estimated 113 clinics were operational. Provincial budgets submitted to parliament in early 

1999 showed that health care expenditure in all the provinces had exceeded their budget 

allocations, notwithstanding already inadequate facilities exemplified by understaffing, 

shortages of bed linen, and a lack of medicines in the hospitals. 87 This situation illustrates 

that the continuing problems in the problems lie in the inadequate health Budget, rather than 

on extravagance by the health sector. 

Although many government officials blamed the situation on corruption and poor 

administration,88 which is in line with the rationale of "spend less but better" at the heart of 

GEAR, there is no doubt that neo-liberal fiscal austerity played a central role in these 

problems. As even National Department of Health Director General Olive Shisana 

commented in early 1998, universal health care "can only be real if you have enough money 

to implement it". He estimated that an additional "R4- billion to R5-billion" (which, as indicated 

earlier, is not forthcoming) was needed ensure the success of a universal health care policy.89  

A somewhat different scenario, however, was to be found in the education sector. A 

total of R32, 5 billion was allocated to education expenditure in the 1996/97 Budget, an 

increase of 10,7% from the 1995/1996 Budget, or a real increase of 3,4% if the 1996 inflation 

rate of 7,4% was taken into account.90 Spending allocations to the provinces - which are 
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responsible for school and college education - rose 8% over the 1995/6 figure, or 0,5% in real 

terms. 91  Spending on tertiary education increased from R4, 33 billion in 1995/6 to R5, 49 

billion in 1996/7- a rise of 27%.92  

There was therefore a real, but limited, increase in educational expenditure for the 

fiscal year. The increase was nonetheless arguably inadequate given the existing state of 

educational facilities, given that in 1995 12% of schools had no sanitation facilities, 24% had 

no water within walking distance, and 59% had no access to electricity.93 Almost 17% of 

school buildings were described as in a "weak to very weak" condition", whilst only 49% of 

schools had adequate supplies of textbooks.94 According to some estimates an additional R3 

billion would be needed over 10 years to eliminate backlogs in educational facilities. 95 

At the same time, there was a reallocation of educational resources, with 20% of the 

education budget shifted from higher-than-average funded provinces to lower-than-average 

funded provinces.96 Corresponding to the shift in funding between provinces, plans were 

announced for the “redeployment” of teachers between areas with the intention of 

establishing a teacher: pupil ration of 1: 40 in primary schools, and 1: 35 in high schools, with 

educators offered the option of voluntary retrenchment. 97 By 1997, there had been over 

19,000 applications for voluntary retrenchment.98  

The effects of Budget constraints were also felt in other areas. In late 1997, the 

Department of Education abandoned the plan for set teacher: pupil ratios, announcing that 

provinces could set their own targets according to the number of teachers that they could 

afforded.99 In late 1998, several provinces announced that temporary teacher posts would be 

suspended in 1998 due to budgetary constraints, affecting an estimated 43,000 teachers.100  

By 1997, the Department of Education was publishing draft norms for school funding 

that sought to encourage greater private funding of schools. This step that is sure to reinforce 

inequality in education, because middle and upper class areas will be far more capable of 

mobilising additional private resources than working class communities. 

 The first post-GEAR Budget, delivered by incoming Finance Minister Trevor Manuel 

in March 1997 for the 1997/8 fiscal year, was billed as a "transformation" Budget set to deliver 

a "better life for all".101 However, the main characteristic of this budget was its continuity with 

the 1996/7 Budget. The trend towards neo-liberal fiscal austerity accelerated, and there was a 

real decline in overall government spending as well as a reduction in social spending. The 

overall increase in government expenditure was only 6,1% in the context of the inflation rate 

of 7,4% in 1996.102 (Indeed, inflation increased to 8,6% in 1997). This cut in real spending 

took place despite an increase in government revenue of 11,1%.103 

This cut in overall real spending in for the 1997/98 fiscal year was matched by a cut in 

social spending. This may be seen in terms of both grant allocations and funding for social 

service provision, notwithstanding the Minister's claim that the Budget represented a 

"substantial allocation to poverty relief" and a "significant reprioritisation of expenditures in 

favour of social development".  
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Although social expenditure now covered a far greater number of people, social 

assistance grant allocations were not commensurately increased, but remained at - and, in 

cases, below- the level of inflation.104 Child maintenance grants in the last days of the 

apartheid government had been R435 per month for the mother and R135 per child up to the 

age of 18 (for up to two children),105 and applied mainly to Coloured, Indian and white 

mothers. The new Budget included African children, but not on the same terms as Coloureds, 

Indians and whites in the past.  

Instead, government followed the recommendations of the Lund Commission on 

Child and Family Support, which had proposed in August 1996 that the parent allowance 

component of maintenance grants be phased out in order to allow more children to be 

reached without increasing welfare spending.106 Once again, the logic of reallocation of 

existing resources within the context of neo-liberal fiscal austerity had come to the fore. 

However, the government distinguished itself by going even further than the Lund 

Commission: whereas the Commission had suggested that benefits be payable for children 

up to the age of 9 years, with no grant for the mother, the welfare budget applied only to 

children up to the age of 6 years, who would receive a flat rate of R75 a month.107 The 

programme was phased in from 1998. 

The government defended this schedule of grants as adequate for feeding and 

clothing a child, a highly doubtful proposition that is nonetheless revealing about the social 

implications of neo-liberal fiscal discipline in the South African context.108 Indeed, certain 

churches, unions and advocacy groups calculated at the time that the effect of the reforms 

would not be a broader distribution of resources, but instead an overall cut of R2, 5 billion on 

child welfare spending over 5 years.109 

A similar rationalisation of resources took place with regard to the aged. Following a 

1996 White Paper for Social Welfare, the Department of Welfare argued that increased 

welfare spending could not take place until higher rates of economic growth were achieved.110 

It also noted that the Unemployment Insurance Fund was in crisis due to increasing levels of 

unemployment, leading to a freeze on applications for extensions of pay-outs to avert 

bankruptcy.  

The White Paper for Social Welfare suggested several means of providing welfare in 

the context of budgetary constraints. Great stock was placed on more efficient accounting as 

a means of raising more funding, and a case was made for means testing as a basis for 

eligibility for old age pensions.111 

In addition, the White Paper for Social Welfare argued that the State's old age homes 

should only cater for the frail and indigent, with the bulk of care for the aged to be provided by 

community structures. 112 The aim is to "shift the focus of resources from the aged to women 

and children",113 once again following the logic of reallocating scarce resources within an 

overall framework of austerity. The effect of the restriction would be that only 2% of the aged 

would be eligible, as opposed to the 4,5% of the aged in old age homes in 1998. 114 
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Finally, the White Paper for Social Welfare argues that the State should be the last 

resort for social assistance. Instead, it argues – with marked affinities to workfare 

approaches-115 that benefits should be phased out and recipients placed into “development 

programmes” to train and encourage them to participate in small, medium and micro 

enterprises. The disabled, too, would be encouraged to integrate into the labour market 

through special development programmes. 

Total education spending for 1997/98 was R40, 3 billion, a nominal increase of 3% 

from the previous fiscal year, but a cut in real terms of 5,6% if inflation was considered.116 

This vindicates concerns by Department of Education officials that the "main obstacle to more 

funding" are the "belt-tightening forced by the ambitious targets" of GEAR.117  

Illustrative of this point are reports by school textbook publishers in early 1998 that 

textbook expenditure dropped by 50% between 1995/96 and 1996/97 and again by 70% 

between 1996/97 and 1997/98.118 Thus, media and government arguments that "excessive" 

spending on teacher salaries was leaving little money for other costs such as textbooks 

missed the basic point - it was the inadequate overall education Budget that led in the first 

place to absurd trade-offs between personnel and facilities. 

In tertiary education, the process of redeploying and rationalising existing resources 

was marked. According to the 1997/8 Budget, tertiary institutions received an allocation of R5, 

4-billion for the 1997/98 fiscal year, representing an average funding level of 65,6%. This was 

down from the 68% subsidy of the previous year.119 Historically white institutions such as the 

University of the Witwatersrand, Cape Town, Rhodes, Stellenbosch, Natal and Peninsula 

Technikon were hardest hit with subsidy levels of only 63%.120 However, even institutions 

such as the University of the Western Cape had their funding slashed whilst the funds 

redirected to historically black universities remained inadequate to institutions which were 

already markedly under-resourced.  

The result of these twin processes - budget cutting in historically white institutions, 

and inadequate funding for historically black universities - has been a wave of cost-cutting 

exercises including reductions in the number of academic staff, the closure of courses, the 

outsourcing of support service jobs, and hikes in student fees.121  

By mid-1999, a number of historically black universities, including Nelson Mandela's 

college Fort Hare, and the Medical University of South Africa, were reportedly facing closure 

or merger with stronger institutions due to "huge student debt, financial deficit and massive 

cash flow problems".122 However, new Education Minister Kader Asmal stated that -"given the 

magnitude of our other priorities"- tertiary education bodies would not receive additional 

resources and that his department would investigate rationalisation of the institutions. 123 
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 The Medium Term Expenditure Framework and the social welfare

system, 1998-2001

The pattern of neo-liberal fiscal was reproduced in the Budgets announced for 

1998/1999 and for 1999/2000. Both Budgets were structured by the Medium Term 

Expenditure Framework (MTEF), which was announced in December 1997 and set three year 

spending plans for national and provincial government.124  

The guiding principle of the MTEF is clearly neo--liberal fiscal austerity. Welfare 

spending for 1998/99 only increased by 7% (from R18, 43 billion to R19, 78 billion), and was 

thus below the 1997 inflation rate of 8,6%.125  

Although there were real increases in spending on social services in 1998/9 - health 

receiving R25, 1 billion (c.f. R20, 2 billion in 1997/98), and education rising to R46, 8 billion 

(c.f. R40, 3 billion in 1997/98) 126 - spending will fall in real terms during the operation of the 

MTEF as a whole, assuming that inflation remains above 7% (as has been the case over the 

last 5 years). This is because projected annual increases in social spending during the three-

year period are consistently projected in the MTEF at levels below this inflation rate. For 

welfare, spending would increase by an average of 4% a year.127 For health, the average 

annual rate growth rate of expenditure is projected at approximately 5, 5%; for education, the 

average annual growth rate of expenditure is projected as 3, 4%, with provincial education 

spending growing at 3%.128  

In addition, the MTEF projects an overall decline in total social spending as a 

proportion of the Budget over three years. Welfare spending will fall from 9,6% of the total 

Budget in 1998/99 to 9,3% in 2000/01, health spending will decline from 12,2% to 11, 7% and 

education from 22,8% to 21,8%.129 It is envisaged that the Budget deficit will have fallen to 

3% by 1999/2000, remaining at this level for 2000/01.130 

The effects of this Framework on social spending are best illustrated by several 

examples. In the 1999/2000 Budget, old age pensions, previously R470 a month, were 

increased by 4% - R20 - in the 1999/200 Budget, which was well below the inflation rate and 

as such, represented a real cut in spending.131 Direct transfers to households rose on 

average only 4,2% a year between 1995/96 and 1998/99, and are set to rise by only 2,9% a 

year until 2000/1.132 Taking into account the projected rate of inflation, then, the budget for 

social assistance grants has been effectively cut by 3,7%.133 As for education, spending has 

been cut in real terms by 3,9% and health by 0,8%.134  At the same time, however, the 

maximum rate of corporate tax was reduced from 30% from 35%.135 

The continued inadequacy of these allocations was highlighted by a decision by the 

cash-strapped Northern Province government to freeze pension and disability payments in 

1998.136 This was due to an attempt to stretch the budget by eliminating fraudulent claims: 

hence, disabled people to reregister by first obtaining a doctors' certificate verifying their 

disability, whilst pensioners' were required to reregister in person at special points around the 

province. The disruptive effect of the freeze - combined with poor publicity regarding the 
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procedures for reinstatement - had ruinous effects on the poor who depend on the R470 

pension grant. 

RECOMMENDATIONS 

In conclusion, the fundamental problem with the social security and social services 

systems in post-1994 South Africa is that they are operating within the framework of neo-

liberal policy framework centred on neo-liberal fiscal discipline and the roll back of the State 

from the economy in a context of significant inequality. Hence, there is pressure to contain 

and, where possible, cutback, social security and social services and introduce quasi-

workfare arrangements.  Within this policy framework it is inevitable that the social welfare 

system - albeit it deracialised and expanded- will have a limited impact of redressing social 

inequality in South Africa.  

Alternative policy proposals for the social welfare system must therefore be situated 

within the context of an alternative macro-economic policy framework. Clearly, a fully 

elaborated macro-economic policy framework falls outside the scope of this paper, but some 

preliminary recommendations regarding the social welfare system can be put forward. It is 

worth however worth noting, -if only in passing - that both the economic models on which 

GEAR is premised and the data that it deploys to develop its projections of the likely 

consequences of neo-liberal reforms are - notwithstanding their veneer of neutral technical 

certitude - quite questionable.137 

A useful starting point for an alternative approach is the notion of a social market 

system, such as has been adopted by FEDUSA. From a social market perspective, the neo-

liberal assumption of a necessary trade-off between economic growth and social spending is 

rejected.138 This model, which has already been adopted by FEDUSA, differs from the neo-

liberal framework in several essential respects.  

In the neo-liberal framework, of which GEAR is a representative model, economic 

growth leads to wealth redistribution through job creation. In this model, government grants 

should be reduced as far as possible to a "safety net" for the poor who lie beyond the 

economic mainstream, with education and health services operated on the basis of means 

testing and cost-recovery principles. Economic adjustment will, according to this model, lay 

the foundations for free market-based economic growth that will in-and-of itself provide the 

basis for popular empowerment. 

By contrast, a social market perspective, whilst accepting the need for efficient and 

equitable social services that do not encourage fraud or laziness, argues that social spending 

is functional to the requirements of economic growth in a capitalist framework.139  

From this point of view, social spending promotes human resource development 

through developing an educated and healthy workforce (which, typically, will also benefit from 

government expenditure on items such as housing and transport). Social security also frees 

business from the obligation of providing haphazard and temporary social responsibility 

programmes by providing collective facilities and social services and boosts the effective 
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demand of workers and other consumers through unemployment, study and other grants. 140 

Conversely, restricted social expenditure could actually hinder economic growth to the extent 

that it lowers productivity and suppresses demand. These propositions are confirmed by 

experiences in Western Europe.141 

It is possible to make a number of suggestions regarding the restructuring of the 

social welfare system in South Africa that are in line with a broadly social market perspective.  

Regarding targeted social assistance grants, the evidence indicates the need for 

increased spending. Cash grants of this type may play a significant role in economic 

development and poverty alleviation: largely successful East Asian attempts to deal with 

poverty over the last two decades have used cash transfers to the poor as an important policy 

instrument.142  

Research on South Africa itself indicates that old age pensions, which were paid out 

to 1,7 million pensioners in 1994-1995, play a substantial role in raising the income of the 

poorest sectors of society. Survey data from 1993 indicates that pensions doubled the per 

capita income of the poorest 20% of African households.143 Further evidence also indicates 

that the pensions may have helped to reduce child malnutrition and raised educational 

involvement by children in poor areas.144  

Consequently, a strong case may be made for increased spending on old age 

pensions on both economic and ethical grounds. Old age pensions help combat poverty, 

contribute to human resource development and increase the demand for basic consumption 

goods. Increased expenditure on old age pensions would magnify these effects. Exactly the 

opposite effect is achieved by the current policy of cutting old age pensions in real terms. A 

similar point can be made with regard to other forms of grant: increased spending on these 

vital sources of income can have highly positive effects on the broader economy and society, 

whilst neo-liberal cutbacks could undermine growth and increase inequality. 

With regard to health and education services, organised labour not only needs to 

defend the employment of education and health workers facing redundancy due to the 

government's cost-cutting exercises, but argue for increased expenditure on these sectors. 

Health and education services are vital to the quality of life of working class people, and 

important aspects of human resource development.  

As such, the struggle to defend these jobs and extend these services is not an 

impediment to transformation but rather a defence of social services and of valuable human 

resources which lays the basis for economic and social development. The loss of these jobs 

will lead to a very real deterioration of collective education and health facilities to the 

detriment of working people and their families.  

Conversely, increased spending on these sectors would not be a "burden" on the 

economy but aid economic growth. Education and health spending promote productivity and 

effective demand and are thus in no way incompatible with economic growth. Similarly, an 

expansion of the personnel employed to administer the allocation of social assistance grants 
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would not only improve the efficiency of allocation of these resources and help prevent 

corruption, but also stimulate the economy by further stimulating effective demand.  

Overall, then, a larger public sector would contribute to poverty alleviation, stimulate 

effective demand both indirectly by administering grants and directly constitute an important 

source of job creation and contribute to long-term economic development by developing 

human resources on an adequate scale. It is important to move beyond the logic of treating 

social services as a burden on the economy, or of funding the social welfare system on the 

basis of trade-offs between clinics and hospitals or teachers and textbooks.  

Finally, as indicated above, political conditions are crucial in shaping the social 

welfare system. Strong labour movements consistently mobilising around the expansion of 

social rights have been repeatedly identified in studies as crucial to the development of 

welfare systems beneficial to the working class.145 Hence, a social market policy requires that 

labour effectively contest government policy from a position of independence and strength. 

Organised labour, with its strategic power in the workplace, can be the most effective 

champion of social rights for the less-privileged sectors of society. 
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