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MAIN POINTS

1. UBIG in the context of austerity
2. Financing vs net financing costs
3. Financing sources
4. Part of a package
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1. AUSTERITY CONTEXT 

• Austerity context means threats and opportunities.
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2. NET FINANCING COSTS - UBIG 
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2. NET FINANCING COSTS
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UBIG for all at FPL R239.0 billion

Recoup - Social Security Tax - R67.0 billion

Increased tax intake from higher economic growth due to multipliers
(R100 billion addition funds, with R150 billion stimulus at 25% tax/GDP)

- R37.5 billion

Increased tax intake from higher economic growth due to reduction in 
poverty and inequality and increased investment in population

(financing source 
dependent)

Recoup - VAT expenditure (financing source 
dependent)



2. NET FINANCING COSTS – SST 
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3. FINANCING SOURCES
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FINANCING SOURCE PROS CONS

Tax – higher incomes Equity-enhancing
Available

Pool somewhat constrained
Not necessarily all new funds
Competing priorities

Tax – net wealth Equity-enhancing
Large pools available
Injects idle funds into economy

Takes some time

Tax – wealth flows Equity-enhancing 
Financial stability enhancing
Large potential intake

Market implications somewhat uncertain

Tax – corporate loopholes Equity-enhancing 
Rule-of-law enhancing

Recessionary environment

Tax – resource rent Equity-enhancing 
Large pools available

Not permanent

Market debt Injects idle funds into economy Debt debate

Quasi-state funds Reorientates funds toward real economy Politically contentious?
Other uses?



4. PART OF A PACKAGE

• This isn’t just on the expenditure side, but also on the revenue side.
• Financing, e.g. debt levels, multiple demands on resources
• Expenditure, e.g. policy package, economic impact part of package

SLIDE 8



Additional information on IEJ tax 
proposals
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PRINCIPLES OF TAXATION

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. 
9. Must be progressive by design.
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INCOME TAXES
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CONSUMPTION TAXES
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WEALTH AND PROPERTY TAXES 
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NET WEALTH TAX 
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TAX BREAKS AND WASTE
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FEASIBLE OPTIONS
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IMPACT ON EFFECTIVE TAX RATES
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IMPACT OF TAXES
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• Reduction of private sector investment?
• Ineffective expenditure?
• Economic impact?



The Institute for Economic Justice (IEJ) is a progressive 
economic policy think tank committed to advancing economic 
justice, systemic change, and the equitable distribution of 
resources to ensure rights realisation and planetary wellbeing.

www.iej.org.za
    

https://www.iej.org.za/

