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NUMSA’S GENERAL APPROACH TO 
RETIREMENT REFORM AND COMPULSORY 

ANNUITISATION 
• Provident funds reflect the victory of workers against the 

apartheid government to take retirement savings as a lump 
sum.    

• As provident fund savings are deferred wages, workers should 
retain this right  alongside expanding other areas of worker 
control. 

• Any discussion on retirement reform must take place within 
the context of a broader discussion of a comprehensive social 
security model. 

• Radical transformation is required to the retirement fund 
industry worth trillions of rands – assert worker control. 

 



The Revenue Laws Amendment Bill and 
Compulsory Annuitisation 

•  Preceded by the Taxation Laws Amendment Acts of 2013 and 2015, 
which imposed compulsory annuitisation of 2/3rds of value of 
provident funds on retirement. 

• NUMSA opposition to compulsory annuitisation remains 
notwithstanding: 
i. R247 500 threshold below which not applicable 

ii. Exclusion of those 55 years  and older on the day the law is operational 

iii. Exclusion of provident contributions made prior to the law’s operation 

• Main purpose is to postpone compulsory annuitisation 
requirements until 1 March 2018.  

• Does not postpone the equalisation of tax treatment of worker 
contributions to provident and pension funds.  However, threat of 
repeal if compulsory annuitisation not agreed to. 



Postponement vs Repeal 

• Postpones but does not address call for full repeal of 
provisions on compulsory annuisation. 

• Procedural concerns: 
i. By law, annuitisation requirements  are already applicable since 1 

March 2016. 

ii. Lack of consultation by Treasury of workers and trade unions, 
including through NEDLAC 

iii. Process is fragmented from discussions on a comprehensive social 
security framework, which Treasury has been delaying. 

iv. Compulsory annuitisation was incorrectly processed as a money bill 
as it is not a tax matter.  Contravention of section 77 of the 
Constitution and therefore vulnerable to constitutional challenge. 

 



The Myth of a Poor Savings “Culture” 

• Underpinning the push for compulsory annuitisation (possibly 
compulsory preservation in the future) is the imperative to reduce 
reliance on the state for social assistance. Note, the backtracking on 
the commitment to remove means testing for state pensions. 

• Poor level of savings is NOT cultural.  In fact reflects trends globally 
of lower income households  that spend greater proportion of 
income on consumption than saving. 

• International trends reflect that lower income groups also more 
likely to sell assets to cope with financial difficulty. 

• Historic and continuing marginalisation of lower income groups by 
banking and financial capital as a whole, including retirement fund 
industry.  Illustrated by failed attempts to establish retirement fund 
for domestic workers.  

• History of alternative savings models such as stokvels and burial 
societies reflects a culture that supports saving. 

 

 

 



South Africa’s Relatively Large Pension Assets and Inequality 

Source: OECD “Pension Markets in Focus 2015” 



Pension Assets and Inequality 
• South Africa has relatively large pension assets when measured against both 

OECD countries and  non-OECD countries. 
• In 2014 this was 94.8 % of GDP (an increase from 87.1 % in the previous year). 
• Yet minority of South Africans have any/enough savings at retirement age – 

this is a reflection of gross inequality as opposed to a poor savings culture. 
• Annuitisation will not plug the gap either for insufficient savings or for 

workers/working class generally who have no coverage at all.  
• Reflection of legacy of apartheid labour market and wages, entailing low, 

irregular incomes and general employment insecurity. 
• Global and local trends reflect declining Labour’s declining share of national 

income as opposed to ideologically-driven notions of wages constituting major 
cost driver. 

• Contradictions in neoliberal macro-economic agenda (as per the NDP) driven 
by Treasury that seeks to drive down wages, whilst at the same time expecting 
workers to save more. 

• Contradictions reflected in Treasury’s failure to regulate illicit and legal 
financial flows, whilst at the same time entrenching a system that will create 
windfall gains for finance capital 



Absence of Comprehensive Social Security 

• NUMSA maintains workers interests are paramount both 
before and during retirement. 

• Absence of comprehensive social security means that 
retirement savings have become an emergency measure to 
plug massive gaps in the social security net, including when 
not related to retirement. 

• Annuitisation cannot guarantee a decent income even at the 
age of retirement.  Workers should thus be able to withdraw a 
full lump sum to make their own decisions as to how to 
support themselves through retirement. 

• There is a need for more holistic and redistributive measures 
that ensures comprehensive coverage of currently excluded 
groups, such as seasonal workers, domestic workers, the 
informal sector etc. 



NUMSA’s Call for Repeal of Compulsory 
Annuitisation 

• Have registered both procedural and substantive 
concerns. 

• It is not sufficient to merely postpone the operation of a 
law that should not have been passed in the first place. 

• Accordingly our call is for a full repeal to enable a more 
inclusive consultation process within the context of 
establishing a comprehensive social security model. 

• NUMSA will continue to pursue this call both in lobbying 
Parliament and as well as through other processes, 
including undertaking protest action under S77 of the 
LRA and litigation action if necessary. 



 


