
 

What some entrepreneurial welfare beneficiaries do to
improve their lives

South Africa distributes 17 million social grants every month. These include child, disability and older person grants.
Versions of this large social protection system exist elsewhere in the Global South, in countries like Brazil, Ethiopia and
China.

Social grants provide an important cushion amid poverty in South Africa. shutterstock

Critics in South Africa, as in other countries with established welfare systems, sometimes argue that social grants are a
drain on public resources. They suggest that this money should be invested elsewhere to help stimulate economic and
employment growth.

However, a convincing body of research shows that there are significant gains in food security, health, education and
financial independence for those who receive cash transfers in many countries, including South Africa.

A recent study conducted by the Centre for Social Development in Africa at the University of Johannesburg builds on this
body of evidence.

The research looked at how social grant beneficiaries in an urban area use their grants to generate income and improve
their livelihoods amid high rates of poverty and unemployment. Social grant beneficiaries in the study were highly
industrious and strategic. They established businesses and invested their grant money to grow their income to meet their
households’ basic needs.

The research

According to the World Bank social grants account for on average 10% of beneficiaries’ consumption needs in low-income
countries; 21% in lower-middle and 37% in upper-middle income countries.

https://www.bizcommunity.com/
http://www.statssa.gov.za/publications/P0318/P03182018.pdf
https://www.freemarketfoundation.com/article-view/like-china-sa-can-uplift-millions-out-of-poverty
https://mg.co.za/article/2018-09-28-00-sas-welfare-state-is-in-trouble/
https://www.odi.org/publications/10505-cash-transfers-what-does-evidence-say-rigorous-review-impacts-and-role-design-and-implementation
https://www.uj.ac.za/newandevents/Pages/How-are-Social-Grant-Beneficiaries-using-grants-to-generate-income.aspx
https://openknowledge.worldbank.org/handle/10986/22101


Our research supports this, attesting to the fact that social grants are insufficient to sustain a family. How, then, do grant
beneficiaries bridge the gap between their grants and their needs?

Previous research shows that cash transfers in rural areas are used for productive capital, and for saving and borrowing.
We wanted to get a picture of how people in urban areas used their grants.

Using a narrative research approach, we conducted in-depth interviews with 17 grant beneficiaries. Our study specifically
identified beneficiaries who were engaged in activities to improve their livelihoods. These represent 25% of grants
recipients in Doornkop, Soweto. The community on the outskirts of Johannesburg has high levels of poverty,
unemployment, grant recipients and informal income-generating activities.

Each participant was interviewed three times between April and July 2017.

The participants included a diverse cross-section of gender, age and type and number of grants received. Most
participants had some secondary school education.

What we found

Our research showed that many grant recipients worked hard to make their small grants go a long way. The participants we
interviewed are diligent and self-disciplined women and men, both young and old, who care about their households and
communities. They used their energies, skills and available resources to navigate the daily challenges of poverty and
unemployment.

The participants typically had no previous source of income and used the grant money in nuanced ways. Grants were
employed as capital to start and sustain their businesses. They used their own social networks, their knowledge and skills,
as well as their homes, to make a living. They also invested in future livelihoods by, for example, paying for a child’s
education.

The participants engaged in 30 livelihood activities that can be clustered into:

Most grant beneficiaries interviewed ran more than one micro-business to generate income and their primary motivation
was to get out of poverty. In some cases, participants described themselves as partners working with government to
improve their lives.

For all our participants the reliability of the social grant was key to managing cash flow and planning for their operational
requirements. Recipients of larger grants invested in higher-yield income activities.

The other important finding is that we have new insight into what is working in township economies, and what local
entrepreneurs look like – often older and female, they are people who have gained their communities’ trust.

Improving lives

Buying and selling cigarettes, snacks, clothing, fruit and vegetables;
Providing services such as gardening, shoe repairs, building, painting, recycling and traditional healing.
Participating in a form of gambling, mostly a numbers game called fahfeeh.

https://www.ids.ac.uk/publications/sustainable-rural-livelihoods-practical-concepts-for-the-21st-century/
https://academic.oup.com/afraf/article/117/466/109/4690666


Finally, our research found that these income-generating activities often resulted in improved living conditions. As one
participant put it, “Living has become easier.” We estimated an average total household income of R2,000 a month from
these other livelihood activities.

In general, our participants had enough money to cover their basic needs such as food, clothes, school uniforms, home
improvements and access to education and healthcare. We also found that they reported improved mental well-being as a
result of these income generating activities, expressing pride, improved confidence and happiness.

Beneficiaries’ stories also showed how grants and income-producing activities worked together to help stimulate the
township economy.

Recommendations

Our research shows that social grants are not enough to move people out of poverty. Although our participants grew their
income and moved above the food poverty line, they remained within the poverty line.

Critically, we believe that social grants are only one aspect of a multi-pronged poverty reduction package. Grants combined
with livelihood support, such as microfinance programmes that provide financial and productive skills to poor people, would
offer improved sustainable livelihood outcomes.

We also argue there is a need for a dual approach to policy making. This should acknowledge individual agency as a
mechanism for change, while also strengthening the impact of existing policies to reduce the barriers to establishing
income-producing activities.

Finally, we propose complementary interventions like economic empowerment schemes within urban townships to support
existing grassroots initiatives to reduce poverty and establish sustainable township economies. These strategies are crucial
to support people’s efforts, no matter how modest, to improve their lives in a context of rising unemployment in South Africa.

This article is republished from The Conversation under a Creative Commons license. Read the original article.
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