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Since the end of the Apartheid regime in 1994, South 
Africa’s Government has made considerable efforts to 
tackle the high level of inequality and poverty. Pro-
gress has been slow, however, especially in improving 
outcomes in the labour market. In this regard, one 
of the key challenges for policy-makers is the large 
number of young people entering the labour mar-
ket every year without the necessary skills or work 
experience. Consequently, South Africa continues 
to have some of the highest unemployment rates 
and lowest employment-to-population ratios among 
emerging economies. Improved economic conditions 
during the global boom years of 2002–07 did fi nally 
contribute to falling unemployment and rising employ-
ment. This positive trend, however, was interrupted 
by the global fi nancial crisis and ensuing recession 
in 2008–09, which resulted in the loss of about 
1 million jobs.1 That reversal illustrates the fragility 
of the South African labour market compared to other 
large middle-income countries.

To overcome these legacies of Apartheid and to mitigate 
the impact of the recent crisis, the Government 
has employed a range of measures, which seek on 
the one hand to bring down the persistent levels 
of poverty and inequality through social transfers, 
and, on the other, to promote economic growth and 
job creation. In the fi rst case, the Government has 
expanded the social security system, notably the 
old-age pension (OAP) and the child support grant 
(CSG). Regarding growth and job creation, policy-
makers have long sought to overcome constraints 
in the economy through a comprehensive framework 
such as the Growth, Employment and Redistribution 
(GEAR) strategy of 1996, the Accelerated and Shared 
Growth Initiative for South Africa (AsgiSA) announced 
in 2006 and, more recently, the 2010/11–2012/13 
Industrial Policy Action Plan (IPAP2) and the New 
Growth Path (NGP), launched in 2010, which builds 
on previous policy initiatives.

This note focuses fi rst on the child support grant as 
part of the strategy to reduce poverty through social 
transfers and, second, on the broader policy initiative, 
the New Growth Path, which aims to accelerate job 
creation by strengthening policy coherence.

The child support grant
The child support grant (CSG) was established in 
1998 to target children in poor households that had 
been excluded under the Apartheid social security 
system. Initially, children under the age of seven were 
eligible for a monthly payment of 100 rand (ZAR) 
if the primary caregiver and his or her spouse had a 
joint income of ZAR 800 per month or less and lived 
in an urban area and formal housing. For those who 
lived in rural areas or urban informal housing, the 
income threshold was ZAR 1,100 per month.2 The 
Department of Social Development is responsible for 
administering the grant, which is paid to the child’s 
primary caregiver.

Take-up of the CSG was initially low, however, with 
only 21,997 benefi ciaries in 1999 (fi gure 1). In 
2000, the take-up rate was only about 10 per cent 
of eligible children.3 Some of the key problems in 
rolling out the grant included the inadequate facilities 
for processing claims, lack of knowledge on how to 
apply and missing documentation.4 In response, the 
South African Social Security Agency has continu-
ally expanded the programme over the last decade 
or so. To enlarge the scope of the transfer, the age 
cut-off was raised six times since 1998 and stood 
at 14 years in 2007 prior to the onset of the reces-
sion. During the crisis, the cut-off was increased to 
15 years in 2009, 16 years in 2010, and fi nally,
to 17 years in 2011 (fi gure 1). At the same time, the 
payment has increased from ZAR 100 to ZAR 260 as of 
2011, while the Government has conducted outreach 
campaigns in rural areas to encourage enrolment.5 
The means test threshold for the CSG is now set at 
ten times the value of the grant. 

As a consequence of these reforms, the number of 
benefi ciaries has increased rapidly, reaching almost 
10.4 million in 2010, which represented 68.1 per cent 
of all social security recipients and 34.8 per cent of 
social grants expenditure (table 1). The take-up rate 
of the CSG has surpassed 60 per cent. To expand 
the scheme further, the Government has committed 
to increasing the age cut-off to 18 years in 2012. 
Government grants in South Africa, including the OAP 
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and CSG, now represent 73 per cent of household 
income for those in the lowest 10 per cent income 
bracket, up from 15 per cent in 1993. Though these 
cash transfers have had less of an effect on inequal-
ity, they play an important role in alleviating poverty 
in the country.6 

Reduced poverty and improved 
child outcomes
The South African child support grant scheme now 
reaches over 10 million children (fi gure 1), and has 
thus become an important part of the Government’s 
strategy to target poor households and to improve, in 
particular, child outcomes. Despite the relatively small 
size of the cash transfer, the CSG has the potential 
to alleviate credit constraints, which in turn sup-
ports investment by families in schooling (paying for 
school fees and uniforms) and nutrition of dependent 
children. Since its establishment in 1998, a range 
of evaluations has indicated a positive impact of the 
CSG on school attendance, nutrition, weight for height 
Z-scores and child labour.7 

Beyond the direct impact of the CSG on child outcomes, 
the grant, like all social transfers, has the potential 
to affect the labour market status of members of the 
recipient household, especially of the mother. In theory, 

the CSG could either increase female labour force 
participation by reducing constraints to job search or 
decrease it because of reduced incentives to work. 
In the fi rst case, an increase in household income 
would help household members, namely working-age 
mothers, pay for transport or child care needed to 
search for jobs. Indeed, recent empirical studies do 
not fi nd evidence that receiving the CSG reduces 
labour force participation of working-age women, 
suggesting that these transfers can alleviate credit 
constraints.8   

Impact of the old-age pension
In the South African context, there has been consid-
erable discussion about the effectiveness of social 
transfers in general, with particular attention to the 
impact of the old-age pension. The OAP is much 
higher than the CSG (ZAR 1,080 versus ZAR 260 
per month in 2010), and hence there have been 
a large number of evaluations of its impact on the 
labour market. While some earlier studies fi nd that 
the OAP is associated with lower labour force partici-
pation of prime-aged adults in recipient households, 
more recent investigations show that the transfer can 
have a positive impact on labour force participation 
and probability of fi nding employment among such 
adults. For example, the results of Ardington, Case 

Table 1. Grant benefi ciaries in South Africa, 2010/11 (estimates)

Type of grant Number of benefi ciaries
(‘000s)

Expenditure
(ZAR million)

Old age 2,647 33,797

War veterans 1 14

Disability 1,233 17,080

Foster care 554 4,898

Care dependency 121 1,582

Child support 10,336 30,594

Total 14,892 87,965

Source: National Treasury (2011).

Age cut-off

12,000,000

10,000,000

8,000,000

6,000,000

4,000,000

2,000,000

0

Source: SASSA, 2011; UNICEF South Africa and SAHCR, 2011. Figures for 2012 are projected.

Figure 1.   South Africa's child support grant
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and Hosegood (2009) indicate that cash transfers to 
the elderly can lead to increased employment in the 
same household among adults aged between 18 and 
50, largely through labour migration.  

The New Growth Path
The child support grant and other social transfers 
are making a substantial contribution to tackling 
poverty in South Africa and improving human and 
social development outcomes such as child nutri-
tion and school attendance. However, this strategy 
alone cannot overcome the challenges in the labour 
market, especially the lack of jobs in the formal 
sector. For this reason, the South African Govern-
ment launched its latest policy framework at the end 
of 2010, building on previous initiatives such as  
AsgiSA. The New Growth Path seeks to promote 
economic transformation and inclusive growth that 
translates into sustained job creation.

The NGP puts a priority on job creation and aims to 
reduce unemployment by 10 percentage points by 
2020, down from the current rate of 25 per cent, 
through the creation of 5 million jobs over the next 
decade. Stressing the importance of policy coher-
ence, the NGP focuses on six key areas that have the 
potential to create jobs: infrastructure; agricultural 
value chain; mining value chain; the green econo-
my; manufacturing sectors; and tourism and certain 
high-level services. For each of these “jobs drivers”, 
the framework outlines employment targets. One of 
the key drivers is investment infrastructure (energy, 
transport, water and communications) and housing, 
which is expected to create 250,000 jobs per year up 
to 2015 (table 2). The implementation of the NGP 

would also rely on existing measures including the 
Expanded Public Works Programme (EPWP).

To achieve this goal, the framework outlines a devel-
opment policy package for growth, decent work and 
equity, which includes macroeconomic strategies and 
microeconomic programmes. The latter set of measures 
consists of a range of policies covering a number of 
key areas such as labour markets and education and 
skills development. In the NGP, an initial proposal is 
also outlined that the government would seek “…to 
maintain the real value of social grants and improve 
the ‘social wage’ in poor communities…”.

There are two core phases to the implementation of the 
NGP. Phase one is expected to continue up to 2013 
and represents the period of establishing the policy 
framework for programming, budgeting and monitor-
ing mechanisms and engaging with social partners. 
During this phase, the Government aims to imple-
ment short-term measures that will reap rapid results 
(“quick wins”). Phase two will cover 2014–20 and will 
focus on strengthened implementation of programmes 
that have built on past successes and failures. In 
2010, the Department of Performance Monitoring 
and Evaluation was established in the Presidency to 
improve coordination of policies and monitor progress 
in government projects and programmes.

Improved labour market outcomes 
for all citizens
The global financial crisis hit South Africa hard,  
eroding a considerable proportion of the employment 
gains made during better times in the lead-up to the 
recession of 2008–09. 

Table 2. Creating employment through jobs drivers outlined in the New Growth Path

Jobs drivers Employment target

 Infrastructure 250,000 jobs per year in infrastructure and housing through 2015

Improving job creation in economic sectors

 Agricultural value chain 300,000 households in smallholder schemes by 2020 and creation  
of 145,000 jobs in agro-processing

 Mining value chain 140,000 additional direct jobs in mining by 2020 and 200,000 direct jobs 
by 2030

 Manufacturing 350,000 jobs by 2020

 Tourism and high-level services 275,000 jobs

Seizing the potential of new economies

 Green economy 300,000 additional jobs by 2020, rising to 400,000 by 2030

 Growing the knowledge economy 100,000 by 2020

Investing in social capital

 The social economy 260,000 jobs

 Public sector 100,000 jobs in the public service (along with EPWP)

Spatial development

 Rural development Measurable improvement in livelihoods for 500,000 households

Source: New Growth Path: The Framework
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In response, South African policy-makers have imple-
mented measures that seek fi rst to correct inequit-
able distribution and, second to promote sustainable, 

inclusive growth that is accompanied by the creation 
of more and decent jobs.

In the fi rst case, the Government has rapidly increased 
coverage of social transfers that target poor house-
holds, especially the old-age pension and child support 
grants. Studies show that these schemes are helping 
reduce poverty and improve child outcomes. In order 
to tackle the second, broader goal, the Government 
has announced the New Growth Path, which aims 
to put the South African economy on a different de-
velopment trajectory. By improving policy coherence, 
it is hoped that this package of measures will help 
transform South Africa’s economy and improve labour 
market outcomes for all citizens, especially among 
the black African population and marginalized youth.
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