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Why a UBIG

• Long standing gap in the social security system age 18-59
• A UBIG for this age group important step towards income security for all, and restructuring of our 

social security system
• Compared to other programmes of government aimed at assisting the poor- grants:

⚬ Can be rapidly implemented, 
⚬ Income reaches beneficiaries directly, 
⚬ Less prone to corruption 
⚬ Have stimulus impact, particularly in a crisis
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Financing and designing a Universal Basic Income Guarantee

• The IEJ and others have done extensive work showing that a UBIG can be financed and 
implemented at different amounts, either universally (age 18-59) or at targeted groups. 

• The recent IEJ policy brief on financing a UBIG sets out a wide range of around 18 financing 
options, which taken together could raise R250 billion in the short term, and R330 billion in the 
medium term.
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https://www.iej.org.za/financing-options-for-a-universal-basic-income-guarantee-in-south-africa/


Designing a UBIG

• Various proposals have also been made for different types of a ‘BIG’- either universal, which can 
be called a universal guarantee; or a means tested grant in the form of an unemployment, or 
other types of targeted grant.

• We prefer a universal grant, for a host of reasons which are outlined in our briefs.
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https://www.iej.org.za/introducing-a-universal-basic-income-guarantee-for-south-africa/


Designing options for a UBIG

• In current policy debates two broad options being considered for a UBIG for 18-59:
• Universal- guarantee, received by all, clawed back progressively from those who don’t need it
• Targeted- but only for those who qualify on the basis of

⚬ *employment status – an unemployment grant; or
⚬ *income status- a grant for those below the income threshold

• First meets criteria for a UBIG. Second meets most criteria- basic income, guaranteed but is not 
universal.
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Pros and cons of options 

Unemployed or ‘income threshold’ grant
Pros

• targeted; 
• can afford higher amount

Cons
• Covid economy sees fluid transitioning between employment status: formal, informal, part-time, 

unemployed etc.; 
• conditionalities including means testing (income level), employment status etc. creates 

inefficiencies, unfairness, as seen with Covid special grant; 
• disincentive to enter labour market/ earn income; 
• is not created as a fundamental right. 
• Grant for those below income threshold has ‘threshold paradox’- see below.
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Pros and cons of options 

UBI for 18-59
Pros

• More effectively address poverty & inequality; 
• all low-income, those in poverty whether working, unemployed or partially employed, will receive 

it; 
• income can be transferred relatively simply, and minimises bureaucratic interference & corruption; 
• it is a right which no-one can take away.

Cons
• ability to finance highly contested; 
• danger of it being set too low.
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A UBIG is an investment not a cost
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• A UBIG should be seen as an investment, not just a cost
⚬ Economic multipliers has a stimulus impact (see impact research- UBIG at LBPL 

raises growth by around 0.5% and disposable income of lowest 2 quintiles by 
around 5%)

⚬ Model also shows it stabilises the deficit and debt:GDP ratios as a result of the 
growth impact, reduces inequality significantly, and massively reduces poverty- at 
LBPL from around 37%-30%

⚬ Social impact, as seen in international experience
⚬ Benefits carers, those not remunerated for care work
⚬ Stimulates local economies, as poor tend to spend greater % & locally (cf even 

R350)
⚬ Supports income of working poor

• Stabilises household incomes in times of crisis



The international experience on income transfers 
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• Range of international studies show that large scale income transfer programmes, as in 

Brazil, or localized trials, as in Kenya Namibia etc, have a wide range of social and 

economic benefits*.

• Key impact: reduction in poverty

• In addition a wider range of benefits:

⚬ Support nutrition and health

⚬ Increase school attendance

⚬ Support job seeking

⚬ Stimulate local economies

⚬ Help mitigate negative economic ‘choices’- eg excessive debt

⚬ Assists agriculture and informal businesses
* See Dr Kate Orkin Dr Robert Garlick “International evidence to inform the decision on extending emergency relief measures to March 2021” Input Commissioned by Presidency 



Brazil stimulus and recovery 
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• Brazil at the onset of Covid-19, debt-to-GDP was at about 100% and GDP growth at 2%. 

After stimulus in response to Covid-19, growth increased to 5% and the debt-to-GDP fell 

to about 80%... in this context the markets “won’t blink” at a 2% increase in debt-to-GDP if 

it is part of a pro-growth stimulus package. (Colin Coleman)

• Brazil had higher debt ratio than us going into this crisis of above 90%. Then they 

implemented massive grant worth 4.5% of GDP. The economy limited GDP decline, 

recovered very quickly and is now at pre pandemic level. Debt ratio went down to 85% 

recently (Duma Gqubule)

• See also schroders.com What’s changed the outlook in Brazil? 06 Jul 2021

https://www.schroders.com/en-gb/uk/local/content-moved/


Paths to a UBIG
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• Elements

⚬ Short term: Improved Covid grant (minimum at FPL)- particularly if extended 

beyond March 2022

⚬ Medium term: Either a targeted UBIG, or a Universal grant at minimum at the 

FPL level

⚬ Long term: Progressive realization towards a decent UBIG, minimum UBPL



Possible Paths to a UBIG    (* dates are merely indicative)
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Short-term Medium Long Challenges

Path I

Improved COVID Grant R585 (FPL)

Now- Mar-/June 2022

Targeted unemployment grant

(Possibly including precarious/ 
informal workers)

June 2022- March 2024

Universal BIG

March 2024

How to overcome the definitional 
issues. Inability to differentiate with 
current databases. Perverse 
consequences of means testing.

Wouldn’t be able to use progressive 
tax like SST

Path II

Improved COVID Grant R585 (FPL)

Now- Mar/June 2022

Income thresholds

-NMW

-CSG (R4600)

-Income tax (about R7000)

-Other?

March/ June 2022- March 2024

Universal BIG

March 2024

How to overcome the “threshold 
paradox”: those just above 
threshold end up earning less than 
those just below, because latter 
benefit from a BIG, & former don’t.

Wouldn’t be able to use progressive 
tax like SST.

Path III

Improved COVID Grant R585 (FPL)

Now- December 2022

UBIG

At modest (at least FPL) level but 
universal

Jan 2023-June 2024

Decent UBIG

Move progressively towards a 
decent level (at least UBPL)

June 2024

How to overcome resistance to a 
UBIG.

Financing challenges.



Financing Options 
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Costs 
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• Evidence from both CSG and SRD uptake suggests initial uptake of 60% likely in first 
year, up to 80% over time.



Financing
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• We may have to borrow small amounts initially.
⚬ We have the capacity to do this.

Financing measures must be progressive by design.
Must come from a mix of taxation policies including:
1. Recoup the UBIG from those with taxable income.
2. Tax those with middle, high and very high incomes on a sliding scale.
3. Tax wealth and income from wealth. 
4. Limit tax breaks for those with higher incomes. 
5. Cancel ineffective corporate tax breaks. 
6. Tax environmentally damaging behaviour.
7. Reduce wasteful and irregular expenditure. 
8. Reduce tax evasion. 

Can be achieved with the necessary political will



Expanded tax options (July IEJ brief-pto) 
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VAT collection

SLIDE 18

• Money of a UBIG will mostly be spent, and with less leakage than economy 
average. Some of these items (80%) will be VATable.

• 80% spend on VATable items is conservative.
• Will finance approx. 12% of total cost of a UBIG.



Financing strategy
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• IEJ and others have done the initial work of identifying potential financing mechanisms, and 
shown that a UBIG is affordable at certain levels

• Need to develop more detailed approach to sequencing & rollout of different financing 
mechanisms short to long term; and element of borrowing

• In short to medium term, instruments like a Financial Transaction Tax, Social Security Tax , 
Resource Rent Tax, a luxury VAT etc. could achieve significant revenue to provide a basis to 
implement UBIG options

• But in part depends on UBIG path chosen. Eg of Social Security Tax – could only implement if 
low income workers benefited from grant.

• Criteria in choosing sequencing of financing options- include relative ease of implementation 
(although all require political will); limited negative consequences etc.

• Further work needed on a financing strategy, which looks at sequencing & merits of different 
options. IEJ is considering this.



What is possible with this financing? 
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What can be financed? 
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As Table 25 below shows, 17 of the UBIG scenarios at the FPL, LBPL, and UBPL highlighted in 
green -are immediately affordable without borrowing, with revenue of R249bn. When VAT 
collection is considered, an additional two scenarios are affordable in the short-term as noted by 
the asterisk. In the long-term (highlighted in purple), because of the redistributive potential of a 
wealth tax, it is possible to lift 60% of adults to the UBPL.



Social Secuity Tax (SST)
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• A progressive tax on income, dedicated to financing extension of social security. All 
earners on sliding 1.5-3% scale. 50/50 contribution by employers and workers.

• Workers earning less than R350k p/a receive more in the UBIG than they pay in the 
SST

 Highlighted options total R64,7bn (Note these figures are slightly revised in the July IEJ Brief)

*= positive or neutral for lower income earners – i.e. tax is less than or roughly equal to the value of the UBIG at 
FPL (UBIG R7020 p/a. Tax R7000 for those earning R350k) SEE BELOW
+= value of UBIG is progressively clawed back for higher income earners



Net benefit to low invome earners after the SST
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• Progressive net benefit of UBI to lower income earners after Social Security Tax is 

deducted= yellow. Higher income earners are net contributors= orange

• All workers earning less than R350k p/a receive more in the UBIG than they pay in the 

SST



Pre and post effective tax rates before receiving a UBIG
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Note: as an indicative example, if a family with 2 adults, but one breadwinner, received a UBIG at the LBPL of 
R840p/m they would benefit from a total UBIG of R840*2*12= R 20 160. While not precise (and assuming only 1 
breadwinner, & only 2 adults, and no other tax changes) this shows that the net income loss for a R500k earner in 
this example would be minimal (less than R1000 p/a); and those earning R1mn, would contribute around R50k p/a, 
which is not a massive contribution given the value added to society in economic stimulus development, social 
stability.



Comprehensive Social Protection
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• UBIG by itself not a silver bullet. Poor households/ communities need a variety of interventions to 

promote livelihoods, improve income, health etc.

• Comprehensive Social Protection (CSP) will ensure that households see the combined impact of 

⚬ A progressively improving NMW

⚬ A UBI for adults

⚬ A CSG and OAP which can truly support children and old people

⚬ Affordable public services eg through NHI



A UBIG must be part of a developmental strategy

• A CSP and UBIG must reinforce and combine with livelihood strategies which support local 

economic development; employment promotion and diversification; access to assets; access to 

affordable public services, including health, education, energy, water.

• So while grants go to individuals this comprehensive set of interventions would combine to 

improve incomes and capabilities of household and communities; and inject significant resources 

which will stimulate local and national economic wellbeing.

• Assist shift from the current growth path which diverts resources into financial speculation, & other 

unproductive economic activities; and help shift from climate destructive, exploitative growth 

models. Rethink capitalism

SLIDE 26



Policy implications 

• Need to realise developmental as well as stimulus impacts of a grant programme.

• Covid grant of R350 allows for bare survival. Minimal spending on food.

• The announcement was a missed opportunity to stimulate local economies. A grant at the FPL 

of R585, or even better at the LBPL of R840 would have injected a significant stimulus.

• The R27 billion to extend the Covid grant has effectively been covered by the tax being paid just 

by 2 large mining companies! We could easily have covered an increase in the grant. But we 

are paralysed by caution.

• An austerity paradigm is self-defeating. Countries in the crisis have accepted the need to spend 

and raise debt in the short term to rescue and ultimately stimulate their economies
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Policy implications 2 

• We need to avoid the dangers of reprioritization within an austerity paradigm. This has perverse 

consequences.

• See Presidential Employment Stimulus (PES) example. Money was taken from this budget at 

the beginning of the year to ‘fund’ the extension of the Covid grant. But this was unnecessary.

• Political choices need to be made to leverage the resources. In the PES or Covid grant 

example, the extra tax raised (R38bn) last year could have gone towards both programmes. 

Instead it went to a 1% reduction of corporate tax. What benefits has society seen from this 

decision?
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Policy implications 3

• Alternatively, an insignificant increase in borrowing, or monetary financing, could have 

easily accommodated both programmes.

• Treasury continues to make worrying choices. So there is no budget for the PES in 2022 or 

2023, despite the commitment in the R500 bn package to R100bn for jobs.

• Thus with the UBIG we need to ensure: that other budgets aren’t slashed to fund it; and 

that provision is contained to finance it in the MTBPS in October. We have 8 months to 

finalise a UBIG!
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What Policy shifts are needed?
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• Need for shift in economic paradigm. Current approach is not moving us forward.

• Need to rethink approach to social security and development, and ensure implementation of the 

ANC Manifesto commitment that no South African should fall through the social security net .

• Role of Treasury needs to change, and Presidency should play an overall coordinating role in 

economic planning and policy; instead of Treasury constantly blocking and undermining 

strategic programmes which have been agreed on.



What Policy shifts are needed 2
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• Need to look at how other countries have used their economic instruments, including their fiscus, 

development finance institutions, their reserve bank, to drive an economic recovery, and actively 

create economic space.

• This requires a fundamental rethink of our macro economic policy. This has been resolved in 

numerous ANC and Alliance processes.

• The design, financing and implementation of a UBIG can only take place in the context of this 

reimagined economic policy framework.



Why Policy shifts are needed 3
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• We must design a relief and recovery package which is of a sufficient size and appropriately 

tailored to our conditions to ensure economic rescue and recovery. The current recovery plan is 

medium term in nature, and cannot work if our productive base, our businesses and households 

are decimated, as is the situation at the moment. Grants play a strategic role in this recovery.

• At the same time we must design and sequence our interventions in a way which progressively 

builds confidence, capacity, and impact; and establishes credibility not just among investors, but 

among our people. Certain interventions can be rolled out quickly with significant impact. This is 

true of grants, but less true of some medium term infrastructure interventions for example.



What Policy shifts are needed 4
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• We must also learn from the failure of austerity strategies, and reject the passive acceptance that 

there is no room to maneuver, and that we must forever be victims of external forces beyond our 

control.

• Managing markets, aspects of infrastructure strategic for the economy etc are important. But 

equally, if not more important, is addressing the needs of our people. Neglect these, and the entire 

basis of the economy & society will be undermined, as we have seen in the July unrest.

• We have the opportunity to change course, and change history.



Negotiating a UBIG
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• Business has been able to stay largely out of the fray- some business voices support, but others 

have voiced opposition.

• Treasury role. Blocking. 

• But growing support in government and ANC

• Labour and community support

• Major coalition of organisations mobilizing support

• Possibility of escalating to a high level engagement in Nedlac?
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Additional slides 
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Modelling the impact of a UBIG for South Africa (Results from the 
ADRS study)
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Additional financing options 
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• We commissioned independent economists (DNA Economics) to

⚬ Stress test the IEJ’s financing proposals in terms of viability, efficacy, progressivity

⚬ To look at other possible options

• Additional financing options being explored include:

⚬ A Financial Transactions Tax

⚬ Resource rent tax

⚬ Withholding tax on government contracts

⚬ Tax on super-profits

⚬ Wealth taxes



Wealth Tax
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• A tax on wealth of wealthy individuals, with options at 1 – 3%

• The necessary groundwork to collect better wealth data will take time…

Estimated revenue collection through a Wealth Tax (R billion)

Based on Chaterjee, Gzajka & Gethin (2020).



Recommendations* 
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Based on R158bn revenue identified in March IEJ Brief. With R249 bn revenue identified in 
July Brief additional options are available - see slide 21 above 
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