EXECUTIVE
SUMMARY

The Transformation Audit report explores the theme of
economic justice with in-depth analysis of pertinent
issues such as minimum wage-setting and social protec-
tion, women in the labour market, landlessness, and the
role of dialogue and social pacts. The title of the report,
Radical reconciliation: Critical choices for economic justice,
builds on the IJR’s reconciliation work in recent years,
which has placed stronger emphasis on the important
linkages between reconciliation and economic justice.

Minimum wage-setting, social assistance and poverty

This section of the report begins with a comparative
analysis of the apartheid distribution regime and the
current regime under the democratically elected ANC
government. Some degree of continuity is observed, in
that while the racial underpinning of the previous
economy was completely dismantled, the class structure
remains. Thus, South Africa’s economy is characterised
as a high-wage economy, with high incomes for the top
echelon and skilled workers, and low earnings for the
less skilled, with disastrous effects on unemployment,
poverty and inequality. However, due to the expansive
social wage, some improvements in poverty levels are
observed. In South Africa, the debate over a national
minimum wage to address income inequality has been
at the forefront of the policy agenda, with COSATU, the
country’s largest trade union, proposing globally unprec-
edented minimum wage levels that are likely to lead to
job destruction. The authors here review the domestic
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implications for employment of various minimum wage
levels currently on the table, drawing on international
experience. They test assertions regarding low wages in
South Africa and show with international benchmarks
that South Africa’s existing minima are not out of line
with international practice. A strong case is made for
focusing on the stimulation of employment, even if
initially the wages are too low to help poor households
rise out of poverty. The authors argue that while there is
no publicly available analysis of precisely how different
national minima would affect employment patterns and,
hence, poverty and inequality, the existing evidence
suggests that policy-makers should proceed with caution.
A national minimum, set at an appropriate level through
appropriate procedures with attention paid to employ-
ment effects, would probably enhance equity and social
justice.

This section further considers alternative strategies
for poverty reduction in a low growth economy with
high unemployment. The effects of social assistance
programmes, public employment programmes and wage
subsidies are evaluated for their impact on poverty
reduction. Cash transfers for the unemployed is an
option that has been practised historically, particularly
in European countries during times of economic crisis.
In South Africa, however, the proposal of a basic income
grant for the unemployed does not enjoy mass appeal,
mainly because of the structural nature of unemploy-
ment in the country. Instead, the government has chosen
to invest in public employment programmes. Wage
subsidies, which have become popular with govern-
ments across the world, are also discussed as an option
to stimulate pro-poor growth. The authors conclude by
stating that beyond these strategies more effective and
better funded land reform policies and other programmes
that expand non-waged livelihoods would also help to
address the challenges of poverty.

Women in the labour market: Vulnerability
and opportunity

This section of the report provides a special focus on
gender inequality in South Africa’s labour market,
concentrating on the vulnerability of women. Since the
end of apartheid, more women have joined the labour
force; however, in comparison to their male counter-
parts, women have had a much more difficult time in
finding employment. Not only do women earn less,



their employment tends to be precarious. This paper
is data-driven, using labour force surveys to analyse
women’s vulnerability in the labour market. An impor-
tant observation from this analysis is that an increase
in women’s education levels has not necessarily led to
improved labour market outcomes - one-third of women
working in the informal sector and 38 per cent of women
who are unemployed have a matric or higher qualifica-
tion. The author, thus, argues that the quality of educa-
tion seems to be an important indicator in determining
labour market outcomes. This paper offers a detailed
analysis of the sources of vulnerability for women in
South Africa’s labour market, looking into, for example,
the effects of variables such as age and race. The author
concludes with a set of key policy proposals, focusing
particularly on the role of informal sector employment
and small-scale agricultural businesses for women.

Towards an inclusive poverty-alleviation
policy agenda

In the previous sections of the report, the role of land
and agrarian reform to support livelihoods is touched on
briefly. Thus, we have dedicated this section to unpack-
ing the topic of land and agrarian reform in South Africa
and its role in poverty alleviation. The authors here
provide an in-depth review of the land and agrarian
reform policy landscape. There is certainly scholarly
consensus that South Africa’s market-based land and
agrarian reforms have failed; however, there is much
debate about the course of action that the government
should take to produce better results. This section of
the report is particularly concerned with the rural poor
and the contribution that land and agrarian reform can
make to reducing poverty in the countryside. A key point
made by the authors is that South Africa’s market-based
land reforms have largely failed to restructure agrarian
relations more equitably, and this failure is linked to
ongoing poverty. The authors argue strongly that for
land reform to have an impact on poverty alleviation,
large farms should be dismantled in favour of a demo-
cratic structure, which would allow a diverse group of
small-scale farmers to engage in productive agriculture.
While a few large estates could be retained, they might
be reduced in size to facilitate equity and efficiency in
the agrarian sector. This would also depend largely on
the degree to which the government is willing to support
and build the capacity of small farmers to become

more productive and to diversify livelihoods beyond
the farm.

Searching for social or developmental pacts at the
local level

All matters of policy require consensus, and it has often
been said that South Africa is not short of ideas on
how to take this country forward. However, reaching
consensus between social partners (government, busi-
ness, trade unions) and increasingly with citizens is a
major stumbling block for progress. This section of the
report interrogates the nature of relations in South
African society from the high-level policy players to the
ordinary citizens, and the extent to which the quality
of our interaction creates a foundation for productive
and cooperative relations. The high-level interactions
between social partners in the form of social pacts are
considered, and the pitfalls that contribute to deadlock
in institutions such as NEDLAC are discussed. At least
three conditions for pacts are established. Firstly, there
must be a willingness to compromise; secondly, the costs
of not compromising must outweigh the perceived gains
of standing firm; and, thirdly, there must be organisations
that are able to mobilise and restrain their followers in
accordance with a strategic and tactical vision. The report
proceeds to evaluate the processes of pact-making in
South Africa against these three conditions, and evidence
suggests that they have not been met.

The report also provides a comparative view of social
pacts by considering the cases of Germany and the United
States and assesses the conditions that enabled these
countries, during challenging times in their histories, to
forge lasting and transformative pacts.

A multi-stakeholder dialogue model for building
trust at the local level

The final section of the report examines the nature of
relations across society by exploring public perceptions
of trust between citizens, and towards state institutions
and public leaders. The evidence presented indicates
low citizen confidence levels, particularly towards local
government institutions and authorities. The role of
dialogue in trust building at a community level and how
this might contribute towards creating cohesive and
flourishing communities is discussed.
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INTRODUCTION

Reconciliation is only in the vocabulary of those who
can afford it. It is non-existent to a person whose self-
respect has been stripped away and poverty is a festering
wound that consumes his soul. (B Claasen, extract
from TRC Youth Hearings 22 May 2007)

In the early years of South Africa’s political transition,
the concept of reconciliation championed by former
president Nelson Mandela became the driving force for
disarming warring factions, uniting a divided nation
and laying the foundation for democracy. During the
Truth and Reconciliation Commission (TRC) proceed-
ings, Archbishop Desmond Tutu reminded South Africa
that the:

TRC is expected to promote, not to achieve, reconcilia-
tion. Reconciliation has to be the responsibility of all
South Africans, a national project...we all have been
deeply wounded and traumatized and it will take long
to undo centuries of the alienation and animosity that
were deliberate state policy. (In Barry 2006: 693)

Reconciliation is, indeed, an ongoing process, and
usually a complex one that requires post-conflict states
to effectively address the root causes of conflict in the
reconstruction of their societies (Hecht & Michalowski
n.d.). The concept of reconciliation is contested and has
different meanings for different people, which makes
it difficult to arrive at a single definition of the word
(Gibson 2004). The Institute for Justice and Reconciliation
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has attempted to provide an all-encompassing measure
of national reconciliation, which outlines six dimensions
of reconciliation (Wale 2013). These are: the extent to
which citizens feel secure (physically, culturally and
economically); the existence of a democratic political
culture; the acceptance of cross-cutting political rela-
tions; the extent of historical confrontations; improved
race relations; and a commitment to dialogue.

The reconciliation objectives outlined above do not
follow a linear process (IDEA 2003), but are the essential
ingredients that need to work together for lasting recon-
ciliation. Elements advocating radical economic justice
often erroneously perpetuate the notion of sequencing
reconciliation by giving primacy to economic justice at
the expense of other objectives. At the other extreme,
sections of society that oppose material redress prefer
to limit the notion of reconciliation to forgiveness and
a complete departure from the past without any real
engagement with how the legacies of the past continue
to impact on the lives of black South Africans, in particu-
lar. Both positions convey an incorrect view of what
reconciliation is. Reconciliation should be understood
as a complex process that requires continuous dialogue
to better comprehend and address the sources of
division that threaten peaceful coexistence (see Du Toit
& Doxtader 2010).

Some 20 years since the TRC was established under the
Promotion of National Unity and Reconciliation Act 87
of 1995, its legacy (and now that of former president
Mandela) is contested and has come under scrutiny,
predominantly among the youth of South Africa, who
have taken on the new struggle for decolonisation
and economic justice. Much of the criticism levelled
against the TRC relates to its narrow terms of reference
and inadequate redress for the structural violations of
apartheid that led to the material dispossession and
underdevelopment of black South Africans (Sharp 2012;
see also De Waal 2013). However, the efficacy of truth
commission mechanisms in addressing the complexity
of structural violence (which, in some contexts, can
be traced as far back as the colonial era) is disputed.
A major difficulty in attempting to address economic
violations by way of such instruments is the challenge of
assigning responsibility and establishing accountability
for prosecutions, as well as the financial burden this
may place on a new government (Drumbl 2009). Truth
commissions are more suited to diagnosing past human
rights violations, including socio-economic dimensions



