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 Training of the Unemployed (TOU) 

The Training of the Unemployed (TOU) involves the provision of training programmes to unemployed 
UIF beneficiaries and unemployed youth. The training or learning programmes are designed to afford 
the unemployed an opportunity to be integrated into the labour market or to start their own 
enterprises. The beneficiaries must be registered on the Public Employment Services (PES) database 
and must be available for training in various artisan skills needed by different industries in our country. 

The programme is implemented in partnership with other organisations who can provide training 
linked to employment. The employment requirement is now compulsory for all proposals for funding. 
It is therefore mandatory for all proposals to be accompanied by letters from employers confirming 
that participants will be absorbed into jobs. 

 

 

 

 

 

4 AN INTEGRATED SYSTEM OF SOCIAL 
SECURITY  

 

The reform challenge is to find an optimal mix of statutory, pooled and standardised social security 
mechanisms, alongside supplementary voluntary and occupational arrangements.  

44..11 PPRRIINNCCIIPPLLEESS  UUNNDDEERRPPIINNNNIINNGG  SSOOCCIIAALL  SSEECCUURRIITTYY  RREEFFOORRMMSS    
The following principles underpin the proposals presented in this paper: 

 Transparency and fairness – Government’s subsidy programmes, through rebates and tax expenditure 
subsidies should be transparent and fair to all members in the social security system. It is important 
to ensure that high-income earners do not receive higher benefits from the state than lower income 
earners. There is need to create much clearer relationship between our social grants programme on 
the one hand, and our system of tax subsidies and rebates on the other, such that high-income earners 
do not receive higher benefits from the state than lower income earners (DSD Social Budget Bulletin 
1 of 201720). 

 Risk pooling and social solidarity (social cohesion) - All income earners should be able to participate in 
one social security system, despite their income levels, contributing according to their means and 
benefit from the system according to their needs.  This means that everyone in a common pool shares 

                                                             
20 DSD, Social Budget Bulletin 1 of 2017 
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social risks. This ensures that members and their beneficiaries will be able to maintain an acceptable 
standard of living post retirement, or in the event of disability or death for all workers. 

 Universality/ universal coverage – Everyone needs to have access to all social security provisions in 
the country.  

 Equity - Fair and equitable uniform rates of contribution and benefits for all participants. 
 Mandatory participation - Compulsory participation of all income earners. 
 Administrative efficiency - Streamlined use of payroll-based contributions, modern information 

systems and efficient payment arrangements. 
 Minimum guarantees - All contributors should have adequate benefits.   
 Sustainability - The social security system should be able to address both investment and longevity 

risks while ensuring long-term sustainability for contributors and the country. 
 Good Governance - efficient, effective and participative governance of the social security 

programmes.  
 Adequate institutional capacity - social security coordinated and implemented by bodies and people 

capable and qualified to meet its goals.  
 

44..22 DDEEMMOOGGRRAAPPHHIICC  PPRROOJJEECCTTIIOONNSS  
The number of people who receive these different benefits will change over time. As life expectancy improves, 
the relative share of social security expenditure that finances retirement will rise relative to other benefits. 
The design of the proposed social security system is based on the analysis and management of long-term 
demographic trends and their implications for social needs. 

Figure 3 Projection of the population of South Africa over the age of 45 

 

Source: Actuarial Society of South Africa 

South Africa’s population is expected to stabilise at about 60 million, the number of people aged over 60 will 
increase to nearly 8 million in 2065.  



This gazette is also available free online at www.gpwonline.co.za

46  No. 45006 GOVERNMENT GAZETTE, 18 AuGusT 2021
 

43 
 

Consistent with the requirements of the Constitution, South Africa’s integrated social security system should 
cover all citizens and permanent residents, including migrant workers. All workers with earnings above a 
minimum threshold should contribute to the pensions and insurance arrangement under consideration. It is 
therefore proposed that Government should meet part of the contribution costs of lower-income employees. 
Otherwise, such workers might move into the informal sector to avoid contributing to the fund, which would 
leave them unprotected and put the system’s sustainability at risk. This is one of the ways in which the social 
security funding arrangements will serve an important redistributive function within the broader and 
unusually unequal income structure of the South African economy. 

44..33 AA  MMAANNDDAATTOORRYY  PPEENNSSIIOONN  AANNDD  IINNSSUURRAANNCCEE  SSYYSSTTEEMM
The absence of a statutory arrangement providing pensions and insurance is the most obvious gap in South 
Africa’s social security system. Such an arrangement must be mandatory, should provide adequate but 
affordable benefits, and should pool risk across the workforce. It should be designed to interact with non-
contributory social assistance as well as contributory arrangements, both statutory and voluntary. 

The design of a new social security system must consider the varying needs and risks of different groups during 
the life cycle, including death, loss of income/ support due to old age, disability and long-term unemployment. 
Consideration should be given to the changing world of work and experiences of informally employed and 
informal sector workers (and those in atypical work environment such as gig economy and platform workers). 
Those who live long beyond their salary-earning years need an adequate income in retirement, but those who 
die young require assurance that their dependants will be provided for. Those who suffer accidental injuries 
and lose their capacity to work need a replacement income (and in some cases compensation), while those 
who lose their jobs through the vagaries of economic and industrial trends need to be assisted in finding 
alternative work and meeting interim income needs. 

44..44 TTHHEE  NNAATTIIOONNAALL  SSOOCCIIAALL  SSEECCUURRIITTYY  FFUUNNDD  
Government proposes a mandatory social insurance scheme, the National Social Security Fund (NSSF). The 
NSSF will fill a significant gap in South Africa’s social security arrangements, and it will complement social 
assistance programmes, social insurance funds and private arrangements.  

The NSSF will provide pensions to formal, informal and self-employed workers who reach retirement, disability 
benefits to those who are physically unable to work and survivor benefits to their dependants should they not 
live until retirement. Contributions to the pension and risk benefit components of the NSSF will be pooled, 
sharing risk across all contributors. 

A mandatory pension payroll contribution worth between 8 and 12 per cent of earnings is proposed to be met 
by employees and employers, at the establishment of the NSSF.  There will be both a floor and a ceiling to 
contributions: it is proposed that workers earning less than R20 000 per year should not be obliged to 
contribute to the NSSF, though they will continue to contribute to the UIF. Those earning more than the ceiling 
R276 000 per annum or R23 000 per month, at present will not be obligated to contribute on income above 
that level.  

44..44..11 RReettiirreemmeenntt  
At retirement, a worker who contributed to the NSSF will receive a pension calculated according to a formula 
based on lifetime wages, length of service, and an accrual rate to determine what proportion of average 
earnings (up to the contribution ceiling) the worker would receive for every year worked. 
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This is a defined-benefit (DB) pension plan (see Box 1 below). The defined-benefit design means that workers 
with equivalent contribution records will receive the same pension as investment risk is carried by the system. 
A worker’s pension should represent a fair return on contributions during his or her career, considering that 
risk benefits are also a claim on these contributions. The pension income should grow at the rate equivalent 
to the wage inflation to ensure that the income received is equivalent to the average national incomes. 

Box 3: Benefit design and funding concepts 

BENEFIT DESIGN 

Within contributory schemes, the relationship between contributions and benefits can be classified in 
different ways for example:  

a. In a defined benefit (DB) scheme, a pension is calculated based on years of contributions and the 
insurable earnings. The formula for the pension promises a yearly pension which is a certain 
percentage of the yearly income (called the accrual rate) per contribution year. The accrual rate 
multiplied by the number of years of contribution gives the replacement rate. The pension is then 
generally calculated by multiplying the replacement rate by the reference income of the beneficiary. 
The reference income can be the last income of the contributor, or the average income over a 
certain number of years. 

b. In a defined contribution (DC) scheme, contributions are simply saved. The accumulating amounts 
of contributions earn interest during the active years of contribution and, at the point of retirement, 
the amount of lifetime savings is paid out either in form of a lump sum or converted into an annuity 
(a yearly amount that is paid until death). 

c. In a notional defined contribution (NDC) scheme, the principal calculation of a defined contribution 
pension in schemes that do not have real reserves is used. The virtual annual rates of return (i.e., 
fictitious interest rates) used for the accumulation of interest in the fictitious account balances are 
normally stipulated by law. 

 

FUNDING  

Contributory pensions can be funded in different ways: 

a. Full funding means that the level of reserves at any point in time can cover all future pension 
liabilities acquired, at least in theory. Defined contribution schemes are automatically fully funded, 
as their liabilities to individual contributors are always equal to the amount they have saved. In 
theory, defined benefit schemes can be fully funded too, but in practice, they rarely are. 

b. Partial funding means that at any point in time, the pension scheme must have a minimum level of 
reserves. This amount – defined by law – is less than the actuarial equivalent of all future liabilities. 
The fact that new generations of workers will continue joining the mandatory social security scheme 
makes partial funding possible, because their contributions help guarantee most of the scheme’s 
future liquidities. Reserves largely serve the purpose of smoothing contribution rates and helping to 
smooth the effects of economic downturns.  

c. Pay-as-you-go (PAYG) is an extreme case of partial funding with a very low level of reserves, as PAYG 
schemes rely almost entirely on the future contributions of the active generations to pay the 
pension of each contemporary pensioner generation. Defined benefit schemes tend to be PAYG, as 
they rely on the future contributions of the active generations to pay the pensions of the retired 
population. 

Source: ILO 
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The design of the NSSF enable workers who have worked a full career to achieve an income in retirement of 
at least 40 per cent of their earnings over the course of their career. However, workers will not achieve this 
replacement income through the NSSF alone: for lower-income workers, the old-age grant will continue to 
contribute to income in retirement, while higher-income earners will need to make supplementary 
contributions during their careers if they are to achieve an adequate retirement pension. 

Figure 6 shows how the composition of workers’ retirement income will change according to their career-
average earnings (assuming that the old age grant is available to all). The system is designed to provide a 
worker with 30 years of contributions to the NSSF, and average career earnings of up to R90 000 per annum 
with a minimum replacement rate of 40 per cent) in retirement without contributing to a supplementary 
scheme. If such workers wish to receive a higher replacement rate, they will need to contribute to an approved 
supplementary fund (over and above mandatory contributions to the NSSF).  

Figure 6: Composition of retirement income at different income levels against a 40 per cent minimum target 
after full employment 

 

44..44..22 DDiissaabbiilliittyy  aanndd  ssuurrvviivvoorr  bbeenneeffiittss  
In addition to financing a retirement pension, the social insurance system must provide for income security if 
workers do not reach retirement age or are unable to work. Workers who are unable to work until retirement 
age will qualify for benefits to meet basic income needs. If a worker becomes permanently disabled, he or she 
will receive an income based on their salary as at the time the accident occurred or last year of employment 
where applicable.  

Income support will also be paid to a worker’s dependants if he or she dies before retirement. The NSSF would 
pay a survivor benefit based on not only the worker’s salary but also the number of dependants that the 
worker leaves behind. 

The benefit will be paid out for each child until they reach age 25 or complete their education21, so, the younger 
a deceased worker’s children, the longer the benefit would last. Surviving spouses would receive a benefit 
related to the salary of the deceased spouse.   

                                                             
21 First degree or diploma qualification. 
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The amount that a worker receives through risk benefits will not be determined by the length of time that 
they made contributions. A worker who has been contributing to the NSSF for one year would be entitled to 
the same risk benefits as one contributing for 15 years, provided they earned the same salary and had the 
same number of dependants. 

The worker who has only worked for one year would thus receive risk benefits from the NSSF far in excess of 
his or her contributions. This is achieved by pooling contributions across the entire workforce: the NSSF covers 
the difference between this worker’s entitlement and contributions with the contributions of other members. 
In this way, it is not only contributions that are pooled, but also risk: the needs of those affected by risk events 
are in part covered by those who do not suffer injury or die prior to retirement. Because disability and mortality 
risks decline as income rises, the NSSF redistributes to lower-income earners in these arrangements.  

Recipients of the disability benefit will be eligible for a pension if they reach retirement age. The benefit 
calculation will treat the years they received the benefit as years of service and base the career-average salary 
on their wages prior to suffering the disability (adjusted for wage inflation). Recipients of the disability benefit 
who do not reach retirement will be eligible for survivor benefits based on their last salary before becoming 
disabled. 

Risk benefits will usually be paid as a monthly income stream rather than as a lump sum. Lump sums will only 
be appropriate if the awards are relatively small. 

44..44..33 UUnneemmppllooyymmeenntt  iinnssuurraannccee    
Unemployment insurance will continue to be credit-based with credits accrued at a faster rate. The UIF has 
also extended the benefit for unemployed workers who remain out of work after the exhaustion of their 238 
credit days. This will be worth 20 per cent of their income and will last for a maximum of four months. It will 
be subject to conditions associated with government’s labour activation and employment service reforms. 

This additional benefit for workers who have exhausted their credits acknowledges the needs of the long-term 
unemployed. It also reflects Government’s commitment to reducing the need for workers to access their 
accumulated retirement savings. 

The continuation benefit outlined above will not meet the longer-term income needs of the chronically 
unemployed or older workers who have lost their jobs and are unlikely to be re-employed. Options for funding 
a more extended continuation benefit are being explored. This would be limited to a fixed rand amount.  

The following changes to the Unemployment Insurance law were proposed under the Unemployment 
Insurance Amendment Bill, 2011. These were adopted in the Amended Act of 2017. 

 The fund may be used to finance re-entry of unemployment insurance beneficiaries and contributors 
to the labour market. 

 A contributor’s entitlement to benefits will accrue at a rate of one day’s benefit for every completed 
four days of employment subject to a maximum accrual of 365 days benefit in the four-year period. 
Previously, workers accrued benefits at a rate of one for every six days worked, up to a maximum of 
238 days. 

 A contributor is entitled to illness benefits if the period of illness is longer than seven days, versus 14 
days previously. 
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 The first 238 days of benefits will be paid at a replacement rate of between 38 per cent and 60 per 
cent of a worker’s income, depending on the contributor’s earnings level. Thereafter, benefits will be 
paid at a rate of 20 per cent for a maximum of an additional four months. 

44..44..44 UUnneemmppllooyymmeenntt  IInnssuurraannccee  ffoorr  aattyyppiiccaall  wwoorrkkeerrss  
Based on experiences during the Covid-19 pandemic, there has been calls by Nedlac social partners to explore 
the possibility to progressively extend unemployment insurance cover to atypical workers, self-employed or 
informal workers who do not meet the definition of contributor in terms of the UIF Act.  One of the key 
mechanisms for providing social security relief during the Covid-19 lockdown was through the Covid-19 TERS 
which has been made available through the UIF to all workers who are or are eligible to be contributors to the 
Fund.  

However, a number of other workers who may be self-employed, in the informal sector or so-called platform 
or gig economy have not been covered and have had access to no form of relief except possibly the R350 SRD 
grant. 

Extending UIF benefits to self-employed workers is urgent in view of the heavy losses of income and work 
suffered by these workers following the Covid-19 pandemic. Whereas other categories of workers classified 
as employees have had access to relief funds, including UIF benefits and the Temporary Employee Relief 
Scheme (TERS), self-employed workers have been excluded. Incorporating these workers into social insurance 
schemes such as the UIF to alleviate the hardship endured by them and their families should be treated as a 
matter of critical importance. 

Within the scheme of the UIA and the Unemployment Insurance Contributions Act (UICA) (Act 4 of 2002) 
“contributor” and “employee” are overlapping categories in that a person cannot be a contributor without 
being an employee for purposes of the Act. Declaring persons to be contributors necessarily means that they 
must also be deemed to be employees for purposes of the UIA and UICA22. 

 

44..55 FFUUNNEERRAALL  BBEENNEEFFIITT  
The NSSF will offer a flat-rate funeral benefit to all its members. This will replace the funeral benefits to which 
members might have been eligible from the social insurance funds.  A similar benefit will be provided to those 
only accessing social assistance. 

44..66 CCOONNTTRRIIBBUUTTIIOONN  SSUUBBSSIIDDYY  
A mandatory payroll contribution for retirement and risk benefits could be a significant burden for low-income 
workers, and an additional cost to employers.  

The NSSF needs to be structured and financed so that it does not serve as a disincentive either to job creation 
or to participation in the formal labour force. A contribution subsidy is therefore proposed to mitigate the 
negative impacts, with government paying all or a portion of the NSSF contribution for low-income employees. 
The intention is to ensure that the full contribution reaches the fund, while the incidence is shared by the 

                                                             
22 See, ”Nedlac Sub-committee on UIF:  The extension of UIF benefits to atypical workers. An explanatory 
memorandum, 2020”.  
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government. This subsidy will be paid from the fiscus. Its design will encourage formalisation of employment 
and contribute more broadly to protecting decent terms and conditions of work. The structure of the 
contribution subsidy should be in-line with tax expenditure subsidies in tiers 2 and 3. 

However, it is not reasonable to expect the lowest-paid workers to make full contributions to the new fund, 
and it would be counterproductive to raise the costs of employment beyond the reach of more labour-
intensive industries and enterprises.  

Internationally, tax and non-tax financial incentives are effective in encouraging savings for retirement. Tax 
incentives such as tax deductions for retirement contributions promote retirement savings among middle-to-
high income earners. On the other hand, low-income earners are more sensitive to non-tax incentives 
(matching contributions and fixed nominal subsidies) than tax incentives23.  

44..77 TTHHEE  NNSSSSFF  CCOONNTTRRIIBBUUTTIIOONN  CCEEIILLIINNGG  
The contribution ceiling is a key feature of a social security fund. A social security system should provide 
greater protection to low-income workers, while providing scope for higher income earners to augment their 
retirement savings through alternative vehicles that offer greater diversity of benefits without imposing risk 
on the fiscus. The contribution ceiling therefore allows middle- and higher-income earners to contribute to 
occupational or voluntary retirement and insurance funds while also participating in the statutory social 
security arrangement. 

44..88 IINNTTEERRAACCTTIIOONN  OOFF  TTHHEE  NNSSSSFF  WWIITTHH  SSOOCCIIAALL  SSEECCUURRIITTYY  AANNDD  LLAABBOOUURR  AARRRRAANNGGEEMMEENNTTSS  
The NSSF will seek to complement existing retirement and insurance arrangements rather than replace them. 
For lower-income workers, social grants will continue to play an important role in providing benefits for 
retirees, the disabled and children. The existing social insurance funds will continue to address specific events 
as per their legislative mandate and the introduction of the MSSR will play a vital role to enable all institutions 
to have access to the common data interface and shared service delivery platforms. Workers earning above 
the personal income tax threshold will be encouraged to make supplementary contributions to approved 
funds.  

44..88..11 SSoocciiaall  aassssiissttaannccee  
The social assistance system will continue to provide a safety net for the poorest households. However, social 
grants will no longer work in isolation but will be administered alongside the NSSF. Social assistance will serve 
as the foundation of an integrated social security system rather than as a last resort for those on the margins 
of the productive economy, and it will be linked to labour-market instruments and initiatives. 

The key change to the social assistance system will be the progressive elimination of the means tests for child 
support and the old age and disability grants and increasing coverage to include working age individuals. The 
thresholds for the means tests will be raised gradually over time until they are aligned with personal income 
tax rebates of equivalent value based on fiscal affordability. 

The result will be that workers will no longer forgo social grant entitlements if they earn improved wages or 
retirement pensions. The old age grant will provide part of all everyone with a base retirement income which 
no older person will fall below. Similarly, the child grants and income support to working age population, will 

                                                             
23 OECD, 2018. Financial Incentives and Retirement Savings. OECD Publishing, Paris. https://doi.org/10.1787/9789264306929-en  
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ensure that everyone has access to some source of income and that their income will not fall below those 
levels. These levels should be aligned to the poverty lines over time, to progressively eliminate poverty and 
provide adequate protection against poverty for everyone.  

This interaction between social assistance and the NSSF will require alignment between the disability 
assessments for both systems.  

44..88..22 SSoocciiaall  iinnssuurraannccee  ffuunnddss  
It is proposed that the UIF, the compensation funds and RAF/RABS will continue to provide insurance for 
workers and their families against loss of income arising from specific circumstances. Coverage of UIF and 
COIDA will be expanded to the entire workforce by incorporating government employees. 

The compensation funds and RAF/RABS will remain responsible for motor vehicle accident victims’ trauma 
care and rehabilitation. However, the arrangements for financing income and medical benefits will adapt, over 
time to the phasing in of the NSSF and NHI respectively. Contribution levels and benefit alignment issues will 
need to be considered over time.  

Further adaptations to the social security system may come under consideration to respond more effectively 
to the needs of identified vulnerable groups. Alongside measures to increase job creation and improve access 
to training and employment opportunities for adult work seekers, options for extending unemployment 
insurance are being explored. Links between social security and employment services are central to labour 
market activation as part of a more dynamic growing economy. 

Recognising the need to support workers in lower-paid sectors and occupations, a social security contribution 
subsidy will be funded as part of the overall social protection budget. 

 

 

 

 

 

44..99 SSTTAANNDDAARRDDIISSEEDD  DDIISSAABBIILLIITTYY  MMEEAASSUURREE  
A standard disability measure and a streamlined assessment process across the social security landscape is 
proposed.  Box 4 below provides the status quo in terms of disability assessments across existing social 
security entities.  
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Box 4: A standardised disability measure 

 

 

44..1100 IIMMPPRROOVVIINNGG  CCOOOORRDDIINNAATTIIOONN,,  CCOONNSSIISSTTEENNCCYY  AANNDD  CCOOHHEERREENNCCEE    
Specific funding streams are retained in the consolidated social security landscape because they address 
specific risks relating to the workplace and the roads. As such, they require specific capacity, expertise and 
infrastructure. 

However, the IDTT has identified considerable scope for enhancing coordination across these entities through 
unified policymaking, common benefit structures and consolidation of administrative systems and platforms.  
This process will require legislative harmonisation.  

 Unified policymaking: The establishment of a single department responsible for social security will 
ensure that different entities adhere to an overarching set of social security policies and to 
Government’s broader objectives. 

 Benefit alignment: Under the proposed framework, individual entities will provide different levels of 
income-related benefits. However, it is desirable to establish aligned structure of benefits. This will 
normalise aspects such as the definition of dependant and minimum benefit levels. 

 Fragmented administration: The establishment of common systems for contribution collection, case 
management and payments will significantly enhance the administrative efficiency of social security, 

A standardised disability measure 

At present, disability is assessed differently across different social security entities. In the new social 
security landscape, assessments of disability will be harmonised in order to achieve transparency and 
consistency. 

Disability assessments for the disability grant determine whether an applicant has a disability without 
specifying the degree of the impairment. The assessment procedure is applied differently across the 
country and it is often the case that the medical resources are not available for a thorough examination. 

Under the Compensation Fund rules, workers with disabilities are assessed according to the American 
Medical Association disability framework, which quantifies the degree of a worker’s impairment. The level 
of benefit is determined by this degree of impairment: the higher the degree of impairment, the less able 
a worker is to return to work and the higher the benefit that he or she receives.  

The proposed Road Accident Benefit Scheme will provide income replacement benefits on a similar basis 
to the Compensation Fund, with the benefit dependent on the injured worker’s capacity to earn. However, 
it has not yet been decided what assessment tool will be used.  

Given that the disability benefits paid by the NSSF will almost certainly operate on a similar basis, it is 
necessary that a single disability assessment metric be established for all social security entities, including 
SASSA. This assessment tool be applied evenly across the country, which might require a dedicated 
capacity for the performance of disability assessments. 
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achieve considerable savings and improve service delivery. Establishing a common public interface for 
social security claimants will be a key aspect of this administrative consolidation. This will require the 
different social insurance entities, including the NSSF and SASSA, to share branches and call/labour-
centre facilities. The table below indicates the current footprint of RAF, SASSA, and the UIF’s labour 
centres. The RAF is planning to increase its presence.  

Table 6: Footprint of RAF, SASSA and the Labour Centres 

Province RAF Labour Centres SASSA TOTAL 
Eastern Cape 15 15 43 66 
Free State 8 12 22 40 
Gauteng 16 23 39 78 
Mpumalanga 10 16 76 106 
Kwazulu-Natal 17 16 79 106 
Limpopo 17 11 16 40 
North West 8 11 26 42 
Northern Cape 4 6 22 33 
Western Cape 12 12 35 56 
TOTAL 109 122 358 577 

 

44..1111 LLIINNKKIINNGG  SSOOCCIIAALL  SSEECCUURRIITTYY  WWIITTHH  LLAABBOOUURR  MMAARRKKEETT  
The consolidated department responsible for social security will ensure that social security policies 
complement labour initiatives and adhere to the country’s NDP objectives. Mandatory participation in the 
NSSF will complement labour market reforms which are aimed at improving the protection of workers in 
temporary or atypical employment. 

A key interaction between the labour market and social security arrangements will be the sharing of facilities 
between social security entities and labour centres. Shared offices will provide a key point of contact between 
social security recipients and labour-market initiatives. They will also greatly expand the footprint of public 
employment services, which currently lack the capacity to deal with the large numbers of job seekers in the 
labour market. 

In the new environment, the links that presently exist between social security and labour institutions, such as 
the UIF, Compensation Funds and Inspection Teams funded by the Department of Employment and Labour 
will be reinforced. These will continue to play an important role in overseeing labour conditions and 
strengthening the relationship between Government and individual employers. 
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44..1122 UUNNIIVVEERRSSAALLIISSAATTIIOONN  OOFF  TTHHEE  OOLLDDEERR  PPEERRSSOONN’’SS  GGRRAANNTT  
The proposal for the universalisation of the older person’s grant is premised on the fact that state benefits are 
mostly universal already, however fragmented, with different systems, different criteria and different benefit 
values. For example, there are 4.4 million older persons in South Africa, of which, 3.1 million receive the Older 
Persons Grant (OPG) and 400 000 older persons who receive tax rebates. The group whose income is too high 
for a grant or too low to benefit from the tax system, receive no benefit from the state (STATSSA, SOCPEN and 
Tax Report, 2016).   

This is mainly due to the fragmentation of state benefits, where the poor and the wealthier have relatively 
good coverage, and those falling between the tax and the social assistance (estimated at around 1 million) 
receive little to no benefits. This is further complicated in certain instances where high income older persons 
receive more income support from rebates compared to their poorer counterparts. For instance, grant 
recipients aged 75 receive a fixed additional R240 per annum from the state while those who are wealthier 
and can access tax rebates, of the same age cohort receive an inflation adjusted amount of R2 466 in tax 
rebates per annum from the state (2017/18). The OPG is R1,890 per month for qualifying individuals between 
the age of 60 and 75 and is R1,910 for those above the age of 75, which is R22,680 and R22,920 per year 
respectively. Taxpayers above the age of 65 can claim the ‘secondary rebate’ which is worth up to R8,199 per 
tax year and taxpayers above the age of 75 can also claim the ‘tertiary rebate’ of R2,736 per tax year for a total 
benefit of R10,935. 

For the Old Age Grant, following policy options were considered with majority support for the second option 
during the initial consultations:  

 Option 1: universalisation of the OPG at age 60 accompanied by the removal of secondary and tertiary 
rebates. 

 Option 2: universalisation of the OPG at age 65 accompanied by the removal of the secondary and 
tertiary rebates but retaining a more simplified means tested OPG for those between 60 and 65. 

 Option 3: universalisation of OPG at age 75 accompanied by the removal of tertiary rebates but 
retaining a more simplified means test for those between 60 – 75. 

The costs for universal coverage at the age of 65 (option 2 above) will be offset when the secondary and 
tertiary rebates are removed. Amounts over and above the rebates will be recuperated from the tax system. 
Funding the gap, i.e., those who currently do not receive tax benefits, and the additional support provided to 
taxpayers will be progressively realised over the next few years through: 

 Gradually raising the means test to that of the tax threshold; and  

 Simplifying the means test to provide for a flat rate benefit and a single income threshold, and  

 Excluding annuity income from the means test, and  

 Adjusting the tax expenditure subsidy caps, or  

 Potentially increasing funding from general tax revenue, to fund implementation.  
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44..1133 IINNCCOOMMEE  SSUUPPPPOORRTT  FFOORR  TTHHEE  WWOORRKKIINNGG  AAGGEE  PPOOPPUULLAATTIIOONN  
South Africa’s social protection system inherently has much of its roots in the old colonial thinking of the British 
and maintains much of the thinking from the 1300s in the way the English treated the poor in terms of duty, 
charity and the expectation that those who are able to work should work. This is very noticeable in South 
Africa (SA) where social protection is provided for the elderly, those with disabilities and children, however 
little to no protection is provided for those of working age (between 18 and 59). The mainstay of social 
assistance for working age people in SA are expanded public works programmes (EPWP). These programmes 
in most instances remunerate beneficiaries with stipends, which are significant below market wage clearance 
levels (and even minimum wage levels) and often exempt employers from the Basic Conditions of Employment 
Act. 

Globally, the early 1900’s saw a substantial shift from work programs for the poor. A more rights-based 
approach began to take root. The idea of progressive taxation and redistribution through services began to 
emerge as well.  

During the mid-1900s two important international covenants were development that has a significant impact 
on the social security landscape and moved the world away from the antiquated ideas of works-based 
programs to income support programs in the advancement of the Human Rights Agenda: 

 International Covenant on Economic, Cultural and Social Rights (ICECSR), which South Africa 
ratified in 2015; and 

 ILO Convention 102 of 1952 on Social Security, which South Africa is still to ratify. 
 
Convention 102 of 1952 is an international social security instrument that establishes “worldwide-agreed 
minimum standards for nine branches of social security”. This is further supported by the Social Protection 
Floor Recommendation 202 of 2012 which is intended to be a steppingstone for developing countries on their 
path to ratifying Convention 102. 

Article 9 of the ICECSR provides for the right to social security to everyone, including the working age 
population. Articles 19 to 24 of Convention 102 provides for states to ensure access to unemployment 
benefits, and this is further supported by section 2 of Recommendation 202 for developing states to provide 
income support over and above just unemployment insurance to this group. 

In South Africa these standards are given effect to some extent in our constitution. Section 27 of our 
constitution is worded very similarly to the ICECSR – giving effect to the right to social security for everyone. 
Furthermore Section 39(1)(b) of the South African constitution allows domestic courts and tribunals to 
consider international law and section 233 compels courts to favour interpretation of domestic law in line with 
international law. 

44..1144 TTHHEE  BBAASSIICC  IINNCCOOMMEE  GGRRAANNTT  ((BBIIGG))  
The BIG was investigated and the findings in 2002 (Taylor Report) were that it could address severe poverty 
that characterises South African society.  An income transfer has important implications for its socio-economic 
and political benefits. A universal grant, provided as an entitlement and without a means test, will more readily 
reach the poorest population. Micro-simulation modelling undertaken by the Taylor Committee found that 
the grant would be feasible within the policy framework of government at the time. At the time it was 
calculated on a per person basis of R100 per month. A household with 6 people (the average for the South 
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African population) would have received R600 a month, which would be paid to the person primarily 
responsible for childcare.  

In the context of the SA social assistance landscape, a BIG will be easier to implement for the working age 
group only while maintaining the existing social grants for children, the elderly and people with disabilities. 

In line with the reform proposal for our existing social grant framework, the BIG should be unconditional, 
individually targeted and at level that will at least lift the individual out of poverty. Consideration should also 
be given to a universal grant for simplicity and ease of administration. While our current grants are not 
universal, this will be in line with government’s broader social security reform proposals to make all the grants 
universal. Over time, the existing grants may converge into a BIG with top ups for various contingencies, 
however in the short to medium term the main objective will be to provide categorical income support for the 
population aged 18 to 59. 

44..1144..11 UUnniivveerrssaall,,  mmeeaannss  tteesstteedd  oorr  ttaarrggeetteedd  BBIIGG  
One of the key decisions that need to be made is whether South Africa should implement a universal or a 
means tested grant. This decision will be mainly influenced by the pace at which the country wants to 
implement the BIG and the availability of resources. A universal grant will clearly be the fastest route as it 
could likely have almost everyone reached in a matter of months. This is demonstrated by SASSA’s ability to 
reach over 5 million in less than 3 months evidenced by the implementation of the R350 COVID Relief Fund. A 
streamlined application process that will allow for mainly electronic applications will facilitate rapid 
deployment. 

Administratively, it is a lot easier for SARS to recoup the grant paid to a wealthy individual with a technical 
adjustment to the tax brackets than for SASSA to interview millions of applicants to determine whether the 
applicant qualifies based on income. A universal grant is therefore potentially more efficient, cost effective 
and better targeted resulting in fewer exclusions. 

While a means tested BIG may prove onerous as already highlighted, since it is only provided to those with 
incomes below a certain threshold, a universal benefit is one that would be provided to everyone within a 
particular category. The key argument against a universal benefit is that a grant should not be paid to a wealthy 
person. Many countries, however, use their tax systems to recoup the benefits paid to the wealthy.  

The key benefit of universal benefits is that it promotes social solidarity and buy-in to the system; and it is 
administratively much simpler to administer with fewer exclusion challenges. It reduces stigma of the poor 
and discontent amongst the wealthy who feel that they are the ones funding the system. It also reduces 
fragmentation of systems as we see in South Africa where we have tax thresholds and grant thresholds set at 
very different levels. SA’s tax authority is also significantly more advanced than the Social Security Agency, 
hence relying on the Tax Agency ability to test income is likely to be a lot more effective than through Social 
Security Agency. 

It will also be much easier to implement a reform that will require a significant adjustment to taxes as it will 
be easier for government to sell an increase in taxes on the working age population with an increased transfer 
to that same population. Microsimulation for universal income support at the level of the food poverty line 
suggest that the financial cost will be approximately R200 billion and will require a 10-percentage point 
increase on income taxes. At face value, these amounts appear to be astronomically high and even impossible 
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to propose, however the microsimulation on the redistributive impact on society suggest that the reform is 
not as large and has net benefits for vast majority of the population. 

For the majority of the population, depending on the level of the transfer, it is likely that the benefit received 
will be larger than their increase in taxes. The wealthiest deciles of the population will only see a slight 
reduction in income on average, and the impact of this may be reduced if phased in over a period of time. 

44..1144..22 TThhee  ggrraanntt  vvaalluuee  
Recently, the government has been severely criticized on the value of the COVID-19 R350 SRD grant. While 
many appreciated the COVID relief, being 40% below the poverty line, it makes a very small dent as many 
people are still experiencing hunger and starvation. These are almost similar arguments made regarding the 
CSG, which is way below the poverty line and while it has aided to reduce poverty shocks, it makes very little 
impact, if any on SA’s widespread inequalities. The options for the value thus depend on what objectives the 
state would like to achieve first, including inter alia; reducing hunger, reducing poverty and improving the 
standard of living of our people. The options for the value thus depend on what objectives we would like to 
achieve first. The options would include: 

• Reduce hunger (with the goal being to eradicate). With this option, the grant value would have to be 
around the FPL, and 

• Reduce poverty (with the goal being to eradicate). This option would require the grant value to be 
pitched around the LBPL. 

• Improve people’s standard of living (with the goal being to significantly reduce inequality and social 
ills in society). In this case, the value should be significantly higher, but at least starting at the UBPL 
(Studies done on a decent standard of living suggests income of around R7 500 per person, per month. 
This is an aspirational value that government should strive to achieve through a mix of transfers, 
labour and economic policies.) 

 

44..1155 SSUUPPPPLLEEMMEENNTTAARRYY  RREETTIIRREEMMEENNTT  FFUUNNDDSS  
Workers will need to make supplementary contributions over and above their NSSF contribution to ensure an 
adequate income replacement in retirement and appropriate levels of insurance. Government will continue 
to incentivise top-up contributions to an occupational fund or approved private arrangement through the tax 
system although contributions above an upper limit will not be tax deductible. 

44..1155..11 AAuuttoo--eennrroollmmeenntt  
A system of automatic enrolment is proposed to encourage workers to make supplementary pensions and 
insurance contributions. Under such a system, an employer is obliged to enrol employees in the company’s 
occupational scheme or another suitable arrangement in addition to their mandatory contributions to the 
NSSF. Employees may be permitted to choose their level of supplementary contribution. Employees should be 
allowed to opt-out of the employer scheme in favour of the NSSF default fund should they deem it more 
suitable or to opt into another suitable arrangement of their choice.  

44..1155..22 NNSSSSFF  DDeeffaauulltt  ffuunndd  
The NSSF default fund would be run on a smoothed defined contribution basis and without Government 
underwriting. It could also be a default destination for supplementary contributions made through automatic 
enrolment. Where an employer cannot enrol employees in an occupational fund, they would instead be 
enrolled in the default fund or into a suitable private arrangement. Employers will be obliged to enrol 
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employees into occupational schemes or another suitable arrangement that meets the approved funds 
framework (standards relating to cost-efficiency, disclosure, investment strategy, risk management, 
administration and governance). Where employers and employees have arrangements through bargaining 
agreements, including agreed levels of contributions, these bargaining gains should continue to apply to 
current and future employees. The difference between agreed levels of contribution and the NSSF 
contribution shall be contributed into the occupational, sector scheme or another suitable arrangement. 

The NSSF default fund will also provide cover to the self-employed, informal sector workers and workers 
whose employers are unable to provide an occupational fund (tier 3). The fund would be administered by the 
NSSF and would be separate to the mandatory fund as this would be run on a DC basis and would also include 
voluntary benefits (in tier 3). As such, costs would be shared with the tier 2 mandatory fund as there would 
be common administration and contribution collection – thus economies of scale which will benefit members. 

The diagram below illustrates the location of the default fund in the proposed framework.  

Figure 7: Location of the NSSF Default fund 

 

Workers must have confidence in the pension arrangement to which they contribute. Their fund must be 
transparent, well administered, well governed and well regulated. Workers must trust that the fund is 
investing their contributions prudently, and with their best interests at heart. Fund members must know that 
they are receiving good value for money, and that asset management or administrative fees are not eroding 
their returns. At present, too few fund members enjoy such peace of mind. They are usually enrolled in a fund 
as a condition of employment and have little influence on how the fund is run. In some cases, workers do not 
even know that they belong to a fund.  

44..1166 CCOOVVEERRAAGGEE  OOFF  IINNFFOORRMMAALL  SSEECCTTOORR  WWOORRKKEERRSS  ––  RREETTIIRREEMMEENNTT  AANNDD  RRIISSKK  BBEENNEEFFIITTSS  
To ensure that everyone has cover, informal sector workers and self-employed workers will also participate in 
the NSSF default fund with its legal framework aligned to the NSSF for coherence. This will provide them with 
the necessary cover and solidarity while participating in a secure environment.  It is evident through many 
studies that have been carried out that the large proportion of South African’s informally employed have little 
or no realistic access to effective retirement-savings vehicles. These workers have little reason to be confident 
in existing options for savings hence the option to include them into the NSFF default or auto-enrolment fund. 
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International (UN; ILO) and regional (AU; SADC) standards confirm the right of all persons and all workers, 
including informal economy workers to social security protection including retirement and risk benefits. Such 
contributory arrangements must be sensitive to the particular context and contributory capacity of informal 
economy workers. 

ILO Recommendation 204 (2015) (The transition from the informal to the formal economy) went further, by 
affirming that the transition from the informal to the formal economy is essential to achieve inclusive 
development and to realise decent work for all. Paragraph 18 suggests that ILO members should progressively 
extend, in law and practice, to all workers in the informal economy, social security, maternity protection, 
decent working conditions and a minimum wage that considers the needs of workers and considers relevant 
factors, including but not limited to the cost of living and the general level of wages in their country. UN 
standards also cover those who work in the informal sector economy. The UN International Covenant on 
Economic, Social and Cultural Rights (ICESCR 1966) article 9, is important for informal economy workers in 
support of the 1948 UN Declaration of Human Rights article 22.  

While the right to social security is not specifically protected in the Charter, nevertheless, as noted by the 
African Commission on Human and People’s Rights (ACmHPR) in its Principles and Guidelines on the 
Implementation of Economic, Social and Cultural Rights in the African Charter on Human and People's Rights. 
This right can be derived from a joint reading of a number of rights under the Charter including (but not limited 
to) the rights to life, dignity, liberty, work, health, food, protection of the family and the right to the protection 
of the aged and the disabled, in addition strongly affirmed in international law. 

In addition to the above international prescripts, the South African Constitution contains important provisions 
regarding the role and importance of international law. The Constitution generally supports an international 
law-friendly approach. It stipulates that to the extent that South Africa has ratified international instruments, 
it is bound by their standards and provisions (section 231(1)).  

Voluntary contribution, early access, and member accounts 

Voluntary contributions are encouraged, being supported with incentives in terms of contribution subsidies, 
early access to accumulated savings and membership benefits. In terms of early access to savings, it is 
recommended that contributions paid by members are allocated to a member account, split evenly between 
an accessible member account and a frozen member account. The balance of the accessible account is 
available to the member for up to two withdrawals a year, at or after retirement. Incentives that will be 
received from government will be directed to a subsidy account, which together with the balance in the frozen 
member account is not accessible to members but converts to an income on retirement. The member may 
direct the scheme to allocate more than half of the member’s contribution to the frozen member account 
should they wish to. Notice, once given, may only be altered after one year.  

Informal sector workers will be allowed to access their benefits when they reach the retirement age of 60 
which is the same as the age of eligibility for the older persons grant.  Annuity rates will be guaranteed for one 
year with notice of change of at least six months and the annuity increases at the rate of price inflation. It 
includes a five-year guarantee and contingent spouse’s benefit, unless waived at the option of the member, 
who must confirm that they are not married at the time of waiver. 

Survivors and disability benefits will be offered to the self-employed and informal sector workers based on 
the recommended options. Survivor benefits on death prior to retirement are payable to surviving spouse(s) 
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and children, for a maximum of two years and age 18 to the maximum of 24 years with proof that the children 
are still at school.  All contributions paid by the member throughout the term of membership of the scheme 
(excepting those already withdrawn), plus investment returns, are returned to dependents in the form of a 
funeral benefit. 

Disability benefits will be payable on total and permanent disability until the scheme retirement age at a rate 
of one-eighteenth of the total contributions (plus incentives) received over the three years prior to disability 
plus 10% of this amount payable as a retirement contribution, also attracting government incentives as if it 
were a normal contribution. 

44..1177 AAPPPPRROOVVEEDD  FFUUNNDDSS  FFRRAAMMEEWWOORRKK  ((AAFFFF))  
This paper proposes the introduction of an approved funds framework that will determine which funds are 
eligible for tax-incentivised supplementary savings. This framework will establish standards relating to 
disclosure, investment strategy, risk management, administration and governance. 

Regulating governance will minimise potential conflicts of interest. The proposed framework will include 
principles of independence of the board and an appropriate balance of power between the boards of 
management and service providers. Multi-employer (umbrella) funds will be subject to specific governance 
provisions, such as requiring employer and employee member representation on the board of management.  

These criteria include:     

 Governance framework: The governance framework for approved funds should require a well-
capacitated, independent and representative governing body; strong governance mechanisms; and 
structural measures designed to avoid possible conflicts of interest between approved funds and 
service providers. 

 Protection of benefits: Member benefits in approved funds should be protected through various 
mechanisms depending on the DB or DC nature of the fund. For DB funds, various layers of benefit 
protection are provided by governance standards, minimum benefit rules, funding rules and the 
employer’s liability in the event of a shortfall. For DC funds, benefit protection is achieved primarily 
through strict governance standards and investment regulations designed to protect members from 
excessive investment risk. Approved funds must provide for efficient transfer between funds on 
change of employment or changes to the employer’s retirement funding arrangements. 

 Payment of benefits: Approved funds must pay benefits in a manner appropriate to the income-
smoothing and risk-sharing objectives of the mandatory tier. The provision of benefit payments must 
be cost-effective and equitable; and 

 Cost efficiency: Approved funds should meet certain standards of cost efficiency. The size of the fund 
(in terms of membership and/or assets) may be used as a proxy for potential cost economies, but 
smaller funds that can demonstrate a record of cost efficiency should also qualify. 

Progress has been made on some of these criteria. For example, legislation was passed to improve governance 
of funds in 2013 24 . This includes the need for trustees to obtain a minimum skills and training in fund 
governance within a stipulated period of being appointed.  

 

                                                             
24 National Treasury, Pension Funds Act amendment (through Financial Services Laws General Amendment Act No 45 of 2013) 
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Box 5: Some implemented initiatives – governance, default regulations and tax harmonisation 

 

44..1188 AANNNNUUIITTIISSAATTIIOONN  
Annuitisation refers to the conversion of accumulated funds into a pension, usually paid monthly. This can be 
a single transaction on retirement or can be affected in several steps, depending on income needs and 
circumstances. The South African annuity market is shaped by regulations which recognise both life and living 
annuities. Life annuities pay a regular fixed or inflation-adjusted income as long as the recipient or their 
dependants are alive. Living annuities are discretionary drawdowns and pensioners have the flexibility to 
choose their income each year (subject to regulatory limits).   

Starting in 2012, Government embarked on a reform of the retirement industry governed by the Pensions 
Funds Act.  Discussion papers have been published on improving cost-effectiveness including lowering 
charges, improving governance, improving preservation and the annuities market and harmonizing the 
tax treatment of retirement fund contributions.  

Consultative processes followed with retirement funds, employers, labour unions, and product and service 
providers. Consultations also took place within NEDLAC, including dedicated meetings with the labour 
constituency, whose members are key beneficiaries of these reforms. Several proposals were amended as 
a result of these consultations, and consultation is continuing on some aspects, including preservation and 
annuitisation arrangements.  

Amendments to the Pension Funds Act have been made to strengthen the governance of retirement funds 
by allowing the Registrar to impose fit and proper requirements on fund trustees, to require trustee 
training, and by clarifying the fiduciary duty owed by trustees of a fund to its members and to the fund 
itself, as well as other technical changes. The non-payment of contributions to pension funds by employers 
has been criminalized, and delinquent employers will be personally liable for their non-payment of 
contributions. Whistle-blowers are better protected. The Registrar of Pension Funds has been empowered 
to impose new standards for the governance of retirement funds. 

Default regulations came into effect in March 2019. Default options are automatic choices made on behalf 
of members who do not exercise their choices in a given situation. The regulations will require funds to 
have default investment portfolios for the investment of retirement savings, default annuity strategies for 
members upon their retirement, and default preservation rules for members on termination of 
membership before retirement.  

The Taxation Laws Amendment Act (2013) outlined a system that harmonizes the taxation of retirement 
contributions and benefits in retirement. The harmonization proposals meant that provident fund 
members would, similar to pension and retirement annuity fund members, get a tax deduction of 27.5% of 
the greater of taxable income or remuneration, up to R350 000 per year, from 1 March 2016. The 
harmonized tax treatment of contributions into retirement funds came into effect on 1 March 2016, while 
Nedlac reached agreement on the implementation of annuitisation by provident fund members from 1 
March 2021.  
The private retirement industry will continue to be a very important component of retirement provision for 
workers, regardless of the structure of the mandatory pillar 2 system.  The long run intent of the approved 
funds framework envisaged in these reforms is to build a private retirement industry composed of fewer, 
more standardised funds, held to higher market conduct and prudential standards as a condition for their 
continued operation.  These reforms therefore complement changes to the social assistance system, and 
the introduction of mandatory social insurance contributions for retirement and risk benefits that are the 
main focus of this paper.   
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Government proposes that it should be mandatory for retirement fund contributors to annuitize at least two-
thirds of their supplementary retirement savings at retirement (if the two-thirds is above a stipulated 
threshold). This currently applies to all retirement funds including provident funds with effect from 1 March 
2021. Several fairness issues in the annuity industry need to be addressed that would make such products 
more appropriate for low-income earners.  

44..1199 NNSSSSFF  AASS  AANN  AANNNNUUIITTYY  PPRROOVVIIDDEERR    
Once established, the NSSF should also be an annuity product provider. This would stimulate competition and 
pool mortality across the working population, provide protection against inflation and include an income for 
a spouse should the retiree die first. The monthly income would also be the same for men and women, which 
would be administratively straightforward and adhere to constitutional requirements of non-discrimination. 
This would allow a fairer annuity value to be offered and might assist in encouraging better outcomes in the 
wider annuity market. At present, insurers pay larger monthly annuities to men than to women because 
women have a longer life expectancy. 

44..2200 VVEESSTTEEDD  RRIIGGHHTTSS  
Where these proposals change conditions and benefit design of retirement and social insurance funds, the 
rights of current members and contributors who have accumulated funds or benefit entitlements under 
current rules will be assured. Current gains via bargaining arrangements should not be reversed as a result of 
the introduction of the new system. Members of retirement funds may be granted the opportunity to transfer 
accumulated retirement savings to the NSSF but will not be obliged to undertake any actions related to 
accrued rights that might leave them in a poorer position. 

44..2211 SSUUMMMMAARRYY::  AA  FFOOUURR--TTIIEERR  FFRRAAMMEEWWOORRKK  FFOORR  RREETTIIRREEMMEENNTT  IINNCCOOMMEE  
Under the proposals described in this section, workers’ pension and insurance arrangements can be depicted 
as a four-tier system, as in the figure and table below. Lower-income workers will rely on the grants system 
and the NSSF to provide income protection. At higher income levels, workers divide contributions between 
the statutory arrangement and regulated (approved) funds, and the financial responsibilities and risks shift 
from Government to the individual. 
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Figure 8: The retirement savings framework 

 

Table 7: Summary framework - retirement 

 
1. Social 
Assistance 
Grants  

2. Social 
Insurance 
(The NSSF) 

3. Supplementary 
Arrangements  

4.  
Discretionary 
Savings  

Participation  (Universal) Mandatory Auto-enrolment  Voluntary  

Funding  Non-
contributory 

Contributory up 
to a ceiling 

Contributory Contributory 

Benefits  Older persons 
Grant  

Retirement 
Death  
Disability 

Approved retirement 
fund benefits  

Private savings and 
insurance benefits  

Administration  SASSA NSSF Approved funds 
(including NSSF Default 
fund)  

Private/ 
occupational funds 

 

The design of the framework should therefore:   

 Enhance coverage of retirement savings and insurance arrangements. At present, social insurance 
coverage of low-income earners and certain sectors is inadequate. The NSSF will enrol workers across 
all sectors of the economy. 

 Allow workers to smooth incomes over their lifetime and enjoy risk protection through cost-effective 
arrangements. All workers earning above a minimum threshold will be mandated to participate in the 
NSSF. As earnings rise, workers will be encouraged to make supplementary contributions to regulated 
and approved funds.  

 Preserve and improve the best attributes of the existing private pension system. An approved fund 
framework will ensure that well run, fully transparent funds will receive tax-incentivized 
supplementary retirement and insurance contributions.  
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 Encourage retirement savings and efficient allocation of capital. The NSSF and the approved fund 
framework will promote preservation of retirement savings and enhance regulation of fund 
management within a competitive environment.  

 Manage and share risk appropriately. The NSSF will assure a basic level of income protection, with risk 
carried across society as a whole, underwritten by government. Supplementary contributions allow 
participants to manage risks privately while seeking market-based investment returns in a suitably 
regulated environment. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


