SUBMISSION TO THE PORTFOLIO COMMITTEE ON
Vote 16: SOCIAL DEVELOPMENT ON THE 2008/9 BUDGET

SUBMITTED BY

15 March 2008
Introduction

Honourable Members, the Black Sash again thanks the Portfolio Committee for inviting
us to make a submission on the 2008 Budget, with special emphasis on “Vote 16" in
the National Estimate of Expenditure, namely “Social Development”.

The Black Sash works to advance equality and social justice. We provide a
paralegal service to those who need help in a variety of matters, including child support
and other social grants, labour problems, debt and credit counselling and promoting a
culture of human rights for those seeking to query their status as citizenship. Our
services are free.

Our seven regional offices helped to recover R9.7 million in 2007 in government
grants and private pensions/social security. In the process, our clients recover their
rights to the recognition of their dignity and humanity. Last year we helped 6621
people. Since 2003, more than 58 000 cases were attended to by our regional office
staff.

Our training and capacity-building of paralegals from other organisations is ongoing
and we conduct outreach and education campaigns in four provinces, on a range of
issues. In late November 2007 for example, we launched the Reference Guide for
Paralegals on Debt and Credit. This was to enable people to amongst other, better
inform them about their right and responsibilities when they borrow money; advise
people on debt and credit-related matters, and assess a person’s financial situation.

We are sure that the Committee is aware that reckless credit granting by money
lenders, and the uninformed and negligent use of money by people, sometimes results
in people becoming impoverished. This often leads to their limited assets being
depleted, and eventually becoming dependent on the State. This makes the launch of
the above guide, an important intervention.

We intervene through litigation when necessary, to ensure rights protected and
extend to all. The Black Sash is an advocate for a just society. We are committed to
making human rights real.
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Turbulent times and a disproportionate hardship for the poor

In his 2008 Budget Speech, the Minister warns correctly of “widening international
imbalances” and that there are “storm clouds ahead”. A substantial part of the Budget
speech accurately describes the conditions that have led to these globally unfavourable
conditions. Amongst other, “losses due to bad lending practices in the USA’s housing
markets; higher oil prices; rising inflation; higher interest rates; rising food and fuel
prices”, and the effects of global warming on crop yields will cause “discomfort and
hardship”. Closer to home, it is argued that inflation and our “own lack of savings
increase our vulnerability to financial turbulence”.

However, an accurate description of the problems we are facing, most certainly does
not guarantee the formulation of an appropriate solution to the challenges we are
facing. We are acutely concerned that the existing interventions by the State, may in
fact lead to a widening of national imbalances. The trajectory of the Gini coefficient
over the past few years is anything to go by — namely that, despite significant
interventions by the State, the income inequality in South Africa has widened.

The Stats SA's household expenditure survey of 2005/6 showed, he said, that the Gini
co-efficient, which measures the gap, “continues to remain high between social groups
and within those groups. The Gini coefficient for the whole country was 0.72".2 We
therefore differ with the Minister's assertion that “we are all in this together.”

Furthermore the assertion that “we may not all be affected in the same way, but....face
the same headwinds and uncertainties” is, in our view, an understatement. Indeed, the
poor are “hardest hit”, not only when inflation rises, but also when the response from
the State is, less than adequate.

An example of the above problematic phenomenon include understatements that
conflate averages and provide statistics that do not reflect the real impact on the poor,
and therefore appears to justify a less than adequate intervention or support from the
State.

In his speech, for example, the Minister asserts that “during the course of 2007, food
prices increased by over 10 per cent. Mainly driven by global factors and poor weather

! p.3-5 2008 National Budget Speech — National Treasury

? Statistics South Africa on the Income and Expenditure Survey — Meeting Report — Portfolio Committee for Finance
- 07 Mar, 2008

% Within government itself, this figure is being contested. Some believe that if the social grants were taken out of the
equation the Gini co-efficient went to 0.8, claiming that is a reduction in inequality through redistributive policies
reduces the Gini coefficient.
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at home in 2006, the price of a 12.5 kg bag of mealie meal, the staple diet for most
South Africans, went from about R37 to R49”.

We believe it is important to look at these examples more carefully, and from the point
of view of households living in poverty. If one is to assume that the R12 increase in
mealie meal is over a period of 2 years, the nominal average annual increase in this
staple food is 16% - 60% above the average food price increase of 10%.

Added to this the fact that R12 is a larger proportion of poor people’s income than of
those who are better off and we see that the cost of living is disproportionately
burdensome on the poor. The very limited disposable income that they have (if any), is
stretched in any situation of price increases.

Despite acknowledgements by the Minister of Finance, that describe the negative
impact of recent global financial developments on all of us in South Africa, and despite
the fact that these most seriously affect the poor, adjustments to the social grants for
this financial year are inadequate. The implications of this make us extremely
concerned.

Tax deductions and corporate leniency — some at the cost of the poor?

Another example of these disproportionate benefits and safeguards accruing to
business and wealthier citizens in these turbulent times, are generous tax deductions
given to businesses — some of which are truly undeserving of this support by
government.

We refer here specifically to the recent work of the Competition Commission and the
Competition Tribunal that investigated companies they suspected of price fixing and
collusion.

When some of these companies confessed, in anticipation of corporate leniency, the
fines were a fraction of the profits they had generated over the years on the basis of
their price fixing. However, shortly after this fine was imposed, a huge bread price
increase occurred. It could be argued that the consumer (including those receiving
government grants) ultimately “paid” for this fine.

As the Black Sash, we participated in the hearings by the Competition Commission on
bread-price fixing, and in previous years, in hearings on banking practices and
charges. With regards to the bread-price fixing hearings, our recommendations, in line
with many civil society organisations, included criminalising these practices; increasing
the powers of the Competition Commission, and amending the law so that a larger fine
can be imposed on perpetrators.
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Our rationale for participating in these hearings is that we believe that exploitative
practices, if left unchecked and unregulated, ultimately lead to the impoverishment of
people, often to the extent that they may become wholly or partly dependent on the
State.

It is in this regard, that the work of this Committee and the Department of Social
Development becomes critical. Intergovernmental — and parliamentary inter-committee
relations are increasingly important, if comprehensive social security and protection, in
its most broad sense is to be maintained. We hope to engage with the Committee at a
future date, to more definitively demonstrate this from evidence of our casework and
information system.

Are spending priorities pro-poor?

The Black Sash affirms the increase in public spending by government. No other
government in the history of South Africa has consistently spent so many resources in
key services and infrastructure such as housing, water, sanitation, health care, welfare
programmes; social grants, policing and access to the courts.

We differ however in the weighting of “apex priorities” outlined by the President in the
State of the Nation Address. We are of the view that it is too infrastructure oriented,
fails to, in our view, address an even more important national emergency, namely
unemployment and inequality.

The fundamental assumption that mainly economic growth, along with and selective,
limited interventions in social security and essential services will reverse the chronic
poverty in South Africa, is naive. It has certainly not been able to bring about the
reconstruction and redistribution as originally envisaged in the early years of
democracy.

Significant resources allocated, but are these suff  icient to address crisis?

We must ask whether the current Budget, with in its benefits targeted at the most
marginalized and vulnerable people in our society, viz. poor and vulnerable women,
men and children whose survival depends on government support, and the limitations
of existing legislation to deal with exploitative commercial practices (such as price
fixing; anti-competitive behaviour and collusion) is adequate. We are of the view that it
iS not.

Compared to any middle income country, we are sadly one with the highest
unemployment rate (whether by narrow or expanded definition); have one of the
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highest income inequality indices in the world (Gini coefficient), and a unique profile of
different aspects of poverty, viz. income- ; asset - ; capability — and chronic poverty, to
name a few. This poverty is, for us, a most serious and long standing, national
emergency — one that demands unusual measures. The South African context
demands a unique response to a unique set of challenges.

Over and above this, the debilitating effects of HIV/AIDS in South Africa, particularly
amongst the economically active population; high levels of financial illiteracy; the
inability to save; a poor culture of — and very low savings ratios aggravates our
vulnerability.

More recently (especially during the period 2006-2008), the increased costs of fuel
(hence transport; cooking); interest rate hikes; food prices increases and inflation has
worsened chances of recovery, without significant state-led interventions.

Unemployment and Inequality: Significant but Insuff icient Interventions

Parents will make up a large proportion of the four million South Africans - one in four
adults by conservative estimates —who have no form of income support and are
unable to access jobs or find work through Expanded Public Works Programmes.
There has been no recognition of the large group of people even though the Public
Works Minister, Thoko Didiza, has acknowledged “...that although the Extended Public
Works Programme had so far created 854460 job opportunities, many were of a
temporary nature and did not often allow for skills to be transferred” (Business Day, 15
February 2008).

The additional allocation of R12 billion that has been made to social grants over the
next three years is significant but not sufficient to address the unique unemployment
and inequality challenges in South Africa. We justify this assertion by maintaining that
the severity of unemployment (some of which remains chronic); poverty and inequality
— demands bolder, more integrated approaches.
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To put this in context, Finance Minister mentioned that we spent 3.3% of our GDP on non
contributory grants. Yet over the medium term, social assistance remains at the same
percentage of the GDP indicating that the allocations are in fact limited. An additional
R12 billion over 3 years (or R4 billion a year) compares insufficiently to the tax subsidies
and incentives given this year alone to higher income earning individuals and companies.

These significant interventions fail to address a gaping hole in the economically active
population. This can be attributed to high unemployment; inequality and the impact of
HIV/AIDS.

The effect of this gaping hole within the EAP leads to a series of undesirable, but most
often unavoidable outcomes. In the absence of an effective plan to support unemployed
and marginalised people, entire families that live from hand to mouth, are forced to
survive ongrant money intended for the most vulnerable amongst them, thus
undermining their care.

What is needed is income support for the unemployed and the working poor, and a bold
increase to those currently receiving social grants. On top of this, strong consumer
protection needs to be enforced in order to prevent citizens from becoming vulnerable,
unable to fend for themselves by participating in the economy.

The diagram below aims to visually demonstrate this phenomenon- Figure 1:

\ At least 1 in 4 of working age in

SA is unemployed or working
poor
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A disappointing response to the call for an extensi on of grants

The Black Sash commends the decision to equalise the State Old Age Pension. It is most
certainly a necessary move towards gender equality and increased dignity of life for
vulnerable men. We note however that the realisation of this equalisation is to be
incremental, and will only be fully realised by 2010.

We are however, disappointed that the Finance Minister, Trevor Manuel, has failed in his
budget speechto realise the Constitutional rights of all our children by limiting the
extension of the Child Support Grant to 15, as from January 2009.

The 2008 budget once again fails to realise the rights of children embodied in our
Constitution — that they be protected and supported until the age of 18. The constitution
specifically stipulates that a “child” means a person under the age of 18 years” (Section
28, 3). Chapter 2, the Bill of Rights, Section 27 (1) makes clear that “Everyone has the
right to access to...social security, including, if they are unable to support themselves and
their dependents, appropriate social assistance” and Section 28(1) specifically states that
“Every child has the right to...basic nutrition, shelter, basic healthcare services and social
services” . Access to finance is also a critical necessity.

From this year, those children born in 1994, at the dawn of our democracy, will be left to
fend for themselves without any form of social protection until they retire (that is if hey get
any decent work). Currently, there are over 2 million children facing the realities of living
in poverty. They will battle to complete school on empty stomachs and as a
consequence will struggle to find work in our skills-driven economy.

Minister Trevor Manual has argued that the state has been allowed the space to
progressively realise constitutional rights. We are concerned, however, that children, who
are at a particularly vulnerable phase in their life, cannot afford to wait. The future of two
and a half million vulnerable South Africans between the ages of 15 and
18 remains in jeopardy as a result of this decision and the consequences of the neglect
will be felt for generations to come.

We are profoundly disturbed by Finance Minister Trevor Manual’'s assertion at the last
NEDLAC EXCO meeting (2008), and in the recent Mahlangu Court case that the demand
to extend the Child Support Grant to 18, should be considered in terms of the South
African Schools Act (which permits children to leave school at 16) and the Basic
Conditions of Employment Act (which allows children to work from age 16). He appears
to be arguing on this basis, that children can be seen as self sufficient from the age of 16.
We would strongly contest this notion which would relegate such children to a lifetime’s
competition for their survival with the large pool of unskilled labourers and work seekers.
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In the case of girls, it has been shown in recent studies that school dropout is a cause
not a result of teenage pregnancy, as demonstrated in a recent HSRC Study. We are
concerned that the neglect of a crucial group of teenagers will perpetuate poverty cycles
into the next generation.

The proposed “review of eligibility criteria" for the Child Support Grant considers further
conditions - such as school attendance and healthcare - as a basis for accessing the
grant. Such criteria have the potential to exclude many more poor and marginalized
children from the grant unless the government is able to guarantee access to, and
the efficient delivery of, free schooling and basic medical care, as well as the presence of
an able adult caretaker. Young people should not be denied their right to social protection
just because they can't access their right to education and healthcare.

We acknowledge the modest increases in social grants announced by Minister Manuel,
but the amount of the Child Support Grant in particular, still does not take into account
the cost of raising a child and the impact of food and fuel price increases on the
poor. The 10% increase of the Child Support Grant from R200 to R220 will not help poor
families stay on top of increasing food and fuel prices.

Indeed, these increased allocations hardly keep up with the average Consumer Price
Index (of around 8.8%), and increases in fuel levy of an extra 6c¢/l as predicted by the
Budget Speech. Typically mothers now will have to pay more to take their children to
clinics, schools and shopping facilities in the central business districts, far from their
homes.

Lastly, while we welcome Manuel's announcement that the current means test will be
reviewed. However, if this will be increasingly restrictive, it will continue to act as a
barrier for those who do not qualify or who struggle to prove their eligibility due to
circumstances beyond their control. We continue to lobby for the scrapping of the
undignified means test for the Child Support Grant and the recovery of benefits from the
taxes of those who are not in need.

Social Relief of Distress (SRD)

The key purpose of the comprehensive social security programme (for which 99.1% of
resources have been allocated in the Social Development Vote), is to provide “income
support to the elderly, the disabled and children in need through social assistance grants
as provided for in law”, as well as to “assess the social, economic and fiscal impact of
social protection programmes”. Part of this mandate is to “reduce poverty and

vulnerability of this section of our community that are in distress”.*

4 p.313., Vote 16 — Social Development, Estimate of National Expenditure 2008, National Treasury
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It is disappointing that government chose to adopt a conservative approach towards the
attainment of a comprehensive social security system, as demanded by the ANC
Polokwane Conference. The Black Sash, and its partners in Alliance for Children's
Entitlement to Social Security (ACESS - made up of over 1 200 children's sector
organisations)® will call on Manuel's colleagues in the Department of Social Development
to make supportive measures, including the Social Relief of Distress (SRD) award more
readily available to adults and children so as not to penalize those who continue to live in
poverty.

For the Black Sash, this is a particularly important grant. Many of our clients who visit our
regional offices are often unable to access a grant for a host of reasons. One typical
scenario is when young mothers lose their documentation in a shack fire or disaster, and
are unable to prove their identity. Another example is when our clients have to wait for a
response from Home Affairs for key documents. In some regions, service from Home
Affairs is very poor.

The SRD is a critical stop-gap measure, for a particularly vulnerable group of people. We
are therefore disappointed about the very small amount of money set aside for this critical
grant.

The table below demonstrated that for 2008/9 (and over the MTEF period), SRD
amounts to less than 0.2% of grants allocated.

Table 1:

® www.acess.org.za
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We will also advocate for the finalisation of progressive regulations for the SRD, as
contained in the Social Assistance Act (2004), as we contend that the process in
finalising regulations, has been very slow.

What constitutes fraud?

As part of its strategy to ensure that state resources reach the beneficiaries it was
collected for, good governance and administration initiatives have been put in place by
SASSA. These also include steps to combat fraud.

We also note from Table 1 that there does not appear to be an allocation for the Grant-in-
Aid, and we would therefore wish to query the rationale behind this seeming omission of
this vital provision.

The Black Sash commends actions such as penalizing repeat public servant offenders
and the recovery of more than R16.6 million from un-entitled beneficiaries and the
acknowledgement of debts of R77.5 million. We also commend the steady increase of
clients receiving payments through the banking system (currently 14.5% of all
beneficiaries), thereby reducing the risk of easily being robbed of cash.

However, on p.331 of Vote 16, we note with concern that “123 610 beneficiaries have
been cancelled due to non-collection or direct requ ests from beneficiaries” . This is
listed under the section “combating fraud”.

During the period 2003-2007, the Black Sash served individual 58 544 clients, within its
casework strategy. Of these clients, 35 937 (61.4%) of persons were assisted by us to
have a various range of government grants resolved or realized. Table 1 reflects these
figures.

We wish to enquire what the basis is whereby “non-collection” is associated with fraud. Is
this under certain circumstances only, or is this association made under certain
conditions that point towards fraudulent behaviour?

The almost 36 000 clients we have served since 2003 certainly have not been associated
with being fraudulent. Instead, we found that they were often in dire need of accessing a
grant, visited us to establish whether they qualify for such a grant or to seek advice in
addressing a bureaucratic, logistical or procedural problem; or want to know how to
access a required document. It is therefore required of government to explain this
problematic association.
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Table 1:

While we commend the belated attempts by government to integrate and co-ordinate its
approach to dealing with poverty, we need a more comprehensive battle plan, if we
want to win the war. How can the proposed new "National War Room against poverty"
lead such an offensive without adequate resources?

Recommendations and critical engagements in the nex  t few months

The Black Sash seeks to engage on the details of the proposed “review of
eligibility criteria” for the Child Support Grant and seeks this Committee’s support
and advice on how best to take forward an inclusive discussion on this matter.
Along with our partners, such as the People’s Budget Campaign; Financial Sector
Charter Campaign (FSCC) and ACESS, will insist on participating in the proposed
"National War Room against poverty."

The Black Sash hopes to engage with the honourable members of this Committee;
the NEC of the ANC; and all interested parties on a way forward that can address
our national emergency.

Along with our partners, we also hope to engage with the members of this
Committee; the Department of Social Development, in order to ensure that
supportive measures are made available, including the Social Relief of Distress
award, to adults and children so as not to penalize those who continue to live in
poverty.
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We will like to seek clarity about the association of “non-collection” of grants with
fraudulent behaviour.

We realize that the following demands are not within the narrow ambit of this
Committee, however we wish to have your input and support on the following issues:

Take forward developments by the Competition Commission on amendments to
their mandate, criminalising bad business practices; and the imposition of larger
fines on perpetrators.

Contribute towards advocating for a reweighing of “apex priorities,” that addresses
unemployment and inequality more urgently.

Finally, we call for a participatory, effective plan to support unemployment and
marginalised people.

Thank you

Black Sash National Programme Team
Tel: +27 21 461 7804

Fax: +27 21 465 5252

Email : epaulus@blacksash.org.za

Black Sash National Director : Marcella Naidoo
mnaidoo@blacksash.org.za ;

Website: www.blacksash.org.za
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