INCOME SUPPORT FOR THE UNEMPLOYED
AGED 18-59

A discussion paper

16 NOVEMBER

2020

NATIONAL DEPARTMENT OF SOCIAL DEVELOPMENT

5

TABLE OF CONTENTS
1.

Introduction.................................................................................................................................... 4

2.

The Basic Income Grant: A definition........................................................................................ 7

3.

The Target Group and Rationale ............................................................................................... 8

4.

The Inequality, Poverty and Unemployment Conundrum ...................................................... 9
4.1.

Effects of inequality ............................................................................................................ 12

4.2.

Tackling Inequality ............................................................................................................. 16

5.

The COVID-19 Outbreak and Its Impacts .............................................................................. 19

6.

The objective of the Basic Income Grant................................................................................ 21

7.

The Case for a Basic Income Grant in South Africa ............................................................. 22

8.

International and National Framework in Relation to Social Security ................................ 24

9.

8.1.

The ILO recommendation 202 of 2012 ........................................................................... 24

8.2.

II. National social protection floors ................................................................................... 25

The South African social assistance landscape .................................................................... 26

10. The South African economic context ...................................................................................... 28
11. Benchmarking Basic Income Support: The cases of Namibia, Kenya, India and Finland
29
11.1.

The BIG Experiment in the Otjivero-Omitara Village, Namibia (2008 – 2009) ..... 29

11.2.

The Kenyan Case........................................................................................................... 32

11.3.

India: Three Projects Piloting the Unconditional Cash Transfer (2010 – 2014) ... 33

11.4.

Universal basic income: The Finish experience ........................................................ 38

12. The cash plus approach ............................................................................................................ 39
13. The feasibility of a Basic Income Grant in South Africa ....................................................... 41
14. Proposed Solutions and Possible Options ............................................................................. 43
14.1.

A Universal BIG .............................................................................................................. 43

14.2.

A means tested BIG ....................................................................................................... 44
2

14.3.

The grant value ............................................................................................................... 45

14.4.

Affordability and taxes ................................................................................................... 46

14.5.

Guideline for implementation ........................................................................................ 48

15. Possible Scenarios to Be Implemented .................................................................................. 48
15.1.

Paths towards a Basic Income Grant for South Africa ............................................. 48

15.2.

The redistributive benefits of taxes and transfers ..................................................... 50

15.3.

Fiscal implications .......................................................................................................... 53

15.4.

The Cost of Not Providing Income Support.................................................................... 53

15.5.

The Value and Reach ........................................................................................................ 54

16. Beyond the Costs ....................................................................................................................... 55
17. Conclusion ................................................................................................................................... 57
BIBLIOGRAPHY ................................................................................................................................. 58

3

1. Introduction
“A simple vote, without food, shelter and health care is to use first generation rights as
a smokescreen to obscure the deep underlying forces which dehumanize people. It is
to create an appearance of equality and justice, while by implication socioeconomic
inequality is entrenched. We do not want freedom without bread, nor do we want bread
without freedom. We must provide for all the fundamental rights and freedoms
associated with a democratic society.”
– Nelson Mandela.
South Africa’s Constitution establishes legally obliges government to inter alia provide
social protection to the to those who are not able to take care of themselves. Section
27(1c) of the constitution provides that all South Africans have the right of access to
social security, including, if they are unable to support themselves and their
dependents, appropriate social assistance. Section 27(2) goes further to state that the
state must take reasonable legislative and other measures, within its available
resources, to achieve the progressive realisation of the right of access to social
security and social assistance.
Since the advent of democracy in 1994 the South African government has gradually
extended social assistance to the poor, wherein the Child Support Grant, the Older
Person’s Grant, the Disability Grant, the Care Dependency Grant, the War Veteran’s
Grant, the Grant-in-aid, the Foster Child Grant were as well as short term relief in the
form of social relief of distress (SRD) to those in distress. Today, South Africa’s social
protection programme is one of the most all-inclusive and modern in the developing
world, which has had positive effects on beneficiaries. Other developing countries also
look to South Africa as a model.
However, South Africa still faces the enormous challenge of reaching all those in need.
At present, many people are falling through the cracks of the social protection system.
Except for SRD and the disability grant, individuals between the ages of 18 to 59 do
not have access to social assistance. Government has chosen various alternative
policy interventions to assist this group of people such as the Expanded Public Works
Programmes (EPWP) and labour market interventions, minimum wage levels and
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wage subsidies. Arguably, these have not really been very effective as poverty,
inequality and unemployment remains high. Inequality in South African ranks the
highest in the world with a Gini coefficient of 63.9 (ILO, 2018), signaling that the
country has not been very successful in redistributing economic gains within society.
More than half of South Africa’s population is trapped in a vicious circle of poverty and
unemployment. Unemployment in South Africa is chronic, structural and widespread,
and will not be solved by macroeconomic growth alone. In the current economic space
of low growth and even negative growth in many counties, exacerbated by the COVID19 pandemic, the need for protecting those in the working age group of the population
has become a greater necessity. South Africa needs a cohesive economic and social
policy that tackles both poverty and inequality. This paper proposes a new component
to the South African social protection system — in the form of income support for those
between the ages of 18 and 59 as a step towards a Basic Income Grant (BIG) – with
the potential to reduce poverty, inequality and to empower individuals and thereby
create enhanced human capability.
The introduction of basic income support makes more sense than ever in the current
socio-economic environment. In addition to fostering greater equality and providing
South Africans with their constitutional right to access income protection, a BIG has
strong potential to contribute to both economic and social development in the medium
to long term. Evaluations of grants already in existence in South Africa demonstrate
that their impacts go far beyond immediate poverty reduction.
Several policy proposals, including the idea of a Basic Income Grant (BIG), a minimum
wage and the introduction of a national wage subsidy, have been presented to expand
income support to vulnerable members of society, particularly those between the ages
of 18 and 59 years. Whilst government’s initiatives and efforts through a National
Minimum Wage, labour market interventions and wage subsidies aimed at reducing
poverty and inequality should be commended, they do not however, replace or undo
the constitutional right of South Africans to access social security, human dignity and
equality.
Ordinarily, a basic income grant (BIG) would be a universal grant that covers everyone
in society. However, since in South Africa we already have categorical grants for
5

children, older persons and persons with disabilities, a conventional BIG will not be
feasible in the short term and it will be best to work towards such by building on the
existing system of social transfers, in particular the existing social assistance
programme. Therefore, the path to a BIG will be to introduce income support for the
working age population, i.e. those from ages 18 to 59 who are not covered by existing
social assistance schemes. Income support for the working age population is
therefore, being considered by government in view of the mandate of the Department
of Social Development and the South African Social Security Agency (SASSA) in line
with the National Development Plan (NDP) for the eradication of poverty and reduction
of inequality. The BIG has been investigated in 2002 by the Taylor Commission, which
found that it could address severe poverty that characterises the South African society
and recommended widespread social policy changes (Barchiesi, 2007). An income
transfer has important implications for its socio-economic and political benefits. A
universal grant will be able to better reach the poorest population.
While many of the findings of the Taylor committee were, and are continuously being
implemented, government preferred EPWP as an option compared to income support
for the unemployed working age population. Within the context of the social assistance
landscape, the BIG will be simpler to implement for the working age group, while
maintaining the existing social grants for children, the elderly and people with
disabilities. In line with the existing social grant framework, the BIG is anticipated to
be unconditional, and individually targeted. A universal grant is one other option that
requires discussion. Proponents of the latter would argue for its simplicity and ease of
administration. While South African current grants are not universal, this will be in line
with government’s broader social security reform proposals to make all the grants
universal.
This paper examines the feasibility of introducing the BIG in South Africa, its possible
characteristics and an analysis of costs and benefits. The paper focuses on adults,
between the ages of 18-59, that do not receive any other grants. It first discusses the
rationale for the grant and the choice of the target group. It continues by exploring its
appropriateness in the South African context and finally costs associated with
introducing this form of provision. For the purpose of this paper, the BIG will be
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considered in a more limited form of categorical income support for the population
aged 18 to 59.

2. The Basic Income Grant: A definition
The Basic Income Grant is defined by Taylor (2002), as a universal guaranteed
minimum income to be provided to all citizens of the country. In contrast to
conventional social assistance, which is subject to a means test, the basic income is
paid to everyone irrespective of income. This however does not mean that the
introduction of a basic income would make the rich become richer. The basic income
must be funded somehow, and the rich would contribute more to its funding than the
poor, not only if the funding were through a progressive income tax but also under a
flat tax or even a regressive indirect tax (Maki, 2009). Although the proposal of an
unconditional basic income has long historical roots in Europe, the recent growing
attention to the basic income emerge specifically in the context of the identified gaps
in the existing social assistance programmes due mainly to the means test in
developing states (Makino, 2004).
In the South African context, the basic income grant is a universal guaranteed
minimum income to be provided to all citizens of the country. The BIG should ideally
be provided as a right with no means test. By eliminating the stigma that depicts the
beneficiary as poor, the grant would bolster economic support without draining
psychological resources. According to the Taylor Report (2002), the BIG is a social
policy alternative that would be classified as a universal social assistance grant for all
South Africans.
The Committee further determined what could be some of the concrete characteristics
of this option (Taylor Report, 2002). As the Taylor Report (2002) argued, when
implemented, the grant could be determined on an individual basis and be paid out to
the person responsible for running the household. For example, the basic income
grant of R100 (proposed value at the time) would imply that someone who lives alone
receives R100 a month and a home with 6 people (the average for the South African
population) receives R600 per month, which would be paid to the principal caregiver.
The applied supposition in the model used to evaluate the feasibility of the basic
income grant is that there is no overlap between different grants. The grant is meant
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for people currently not receiving social assistance, i.e. those falling through the social
safety net. The BIG would thus serve as a social entitlement for all South Africans.
Such an entitlement supports the right to appropriate social assistance as entrenched
in the South African constitution in section 27(1) (c), (2). The grant would make great
inroads with regards to advancing the vision of an all-inclusive social security system
as envisioned in the White Paper for Social Welfare (Taylor Report, 2002).

3. The Target Group and Rationale
Social Assistance currently covers children, persons with disabilities and the elderly.
Thus, the grant will focus on adults, aged 18-59, who do not receive any other form of
a grant. With the addition of this grant in the social assistance system, no South African
below the poverty line will be left out of the social protection and development network.
Essentially, the majority of BIG potential beneficiaries are living under economic
hardship. The difficulties faced in breaking the cycle of poverty are often seen as
insurmountable. However, evaluations of South African grant programmes already in
existence suggest that the grants have developmental impacts beyond the
acquirement of basic needs. For example, evidence on the effects of South African
grants demonstrates that those receiving a grant display an increased tendency to
save and invest. The BIG, while a simple concept, is viewed as an intervention that
is likely to boost employment-seeking behaviour and improve development-enhancing
saving and investment behaviours as well.
A well-designed social security system should reduce risks associated with the inability
of many to enter the labour market, long-term structural unemployment, or loss of
work. It should contribute to household income security and social cohesion. Whether
funded by the fiscus or another source, the system should share risk across the
population, which will offer greater protection to those that need it most, at the same
time promoting human rights, dignity and equality as enjoined by the founding
provisions outlined in Chapter 1 of the Constitution.
The paper argues several reasons to implement the BIG. First, people without the
ability to earn a living or who suffer from poverty are unable to enjoy the basic rights
enshrined in the South African Constitution. Second, the effects of the global economic
downturn including COVID-19 must be mitigated immediately since they have the
8

potential to severely exacerbate the existing economic and social problems. Third,
households that already receive a grant are also adversely affected by the gaps in the
system. The household formation patterns of South Africa necessitate resource
pooling within the household. This undermines the effect of the existing grants by
stretching them over the entire household instead of being spent solely on the intended
beneficiary. Finally, the levels of inequality, poverty and unemployment remain high in
the country and a BIG will have a significant impact on the reduction of these.

4. The Inequality, Poverty and Unemployment Conundrum
For more than two decades, South Africa has sought to address poverty and inequality
with a wide range of initiatives, including the use of fiscal policy to support redistributive
measures. The social wage – which refers to the government’s investment in
education, health services, social development including social assistance to
vulnerable households and individuals as well as contributory social security, public
transport, housing, and local amenities as a redistributive measure – has played a
notable role in the government’s efforts to reduce poverty and inequality (World Bank,
2018).
Despite all these initiatives, the unemployment levels have been persistently high in
South Africa, consequently impacting on poverty and inequality. South Africa is
commonly labelled as the most unequal country in the world. Both income and
consumption expenditure data show that South Africa is one of the most unequal
countries in the world, and that inequality has increased since the end of apartheid in
1994. Analysis of the distribution of consumption expenditure per capita in the Living
Conditions Survey (2014/15) found that the country had a Gini coefficient of 0.63 in
2015, the highest in the world and has become worse over the two decades since the
dawn of our democracy. Further analysis of consumption expenditure trends provides
evidence that the very poor—those in the bottom 10 percent—grew at a slower pace
than the rest of the population between 2006 and 2015 (World Bank, 2018).
The graph below also offers a deeper perspective into the share of national income
held by the top richest people in the country versus the poorest. More specifically, in
South Africa, the wealthiest 10% of the population accrues over 60% of the national
income in 2018, whilst 50% of the population held less than 10% of the national
9

income. This contrasted with Western Europe where the top 10% of the population
had less than 40% share of the national income and bottom 50% of the population had
just over 20% share of the national income. The coverage gap within South Africa’s
social security system combined with the nature of structural unemployment, in the
face of a changing global economy, has marginalised unskilled workers. There is an
urgent need to transform the country’s social security system, a process which
government initiated during the first decade of democracy, but delayed any meaningful
progress since then (Samson, Babson, Haarmann, Haarmann, Khathi, Quene and
Van Niekerk, 2001).
Figure 1: Population percentage share of National Income by wealth

Source: International Labour Organisation (2018).

As already highlighted, South Africa has the highest level of inequality in the world.
These impacts severely on society. International evidence confirms that countries with
high levels of inequality have lower levels of child wellbeing, higher levels of infant
mortality, higher levels of teen age birth rates, lower educational attainments, more
health and social problems, higher levels of mental illness, increased obesity, higher
homicide rates, drug used and incarceration; aa well as lower social mobility, i.e. the
ability to move up the economic ladder is much lower (Deeming, 2010). These are all
prevalent social ills in South Africa and contribute negatively towards economic
growth.
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Notwithstanding the positive impacts of the social assistance programme in denting
poverty, impacts on inequality have been minimal. Armstrong and Burger (2009), using
the Income and Expenditure Survey of 2005 (IES2005) the normalized Foster-GreerThorbecke (FGT) measure and the General Entropy (GE) measure (to assess the
impact of social grants on poverty and inequality, respectively), found that social grants
have a considerable impact on poverty, and that this impact increases as the poverty
measure being used becomes more sensitive to the severity of poverty.
It is no doubt that the impact of the COVID-19 virus will continue to be felt for a long
time to come, especially by the poor and unemployed. The latest figures from STATS
SA (2020) show an economic decline for three consecutive quarters, from the second
quarter of 2019 to the first quarter of 2020, signal that the country is now deeper in
recession. The unfortunate part is that with a shrinking economy comes less
investments, which impacts heavily on job losses. Unfortunately, the recent COVID19
catastrophe has not assisted the situation, with statistics pointing a gloomy picture on
employment. Unemployment in South Africa today sits at more than 42 percent, the
lowest it has ever been. There is no better time to consider the Basic Income Grant
since it was proposed at the Jobs Summit back in 1998, than at this moment.
Government has shown that it has both capability and will to be able to support this
group, and the pandemic has highlighted the vulnerabilities of this group, albeit known
for a long time, pointing to the need for social protection in the form of direct income
support measures.
Income poverty has devastating social and economic impacts on the majority of South
Africans and undermines social cohesion & economic inclusion. According to Statistics
South Africa (2017), Headcount Poverty increased from 53,2% in 2011 to 55, 5 % in
2015 (approx. 30, 4 million people) living below Upper Bound Poverty Level (UBPL)
of R1 183 per person per month in 2019. People living below the Lower Bound Poverty
Line (LBPL) of R785 per person per month increased from 18,7 million in 2011 to 21,9
million (40%) in 2015. People living below the Food Poverty Line (FPL) of R561 per
person increased from 21, 4 % in 2011 to 25, 2% in 2015 from 11 million to 13, 8
million people (Taylor, 2020).
The face of poverty in South Africa continues to be Black Africans with women and
youth disproportionately represented. Children constitute 51% among of those below
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the LBPL and youth in ages from 18 to 24 years are 43, 6% (Taylor, 2020). Those who
are without paid work and in the age 18 to 59 are among those who live in extreme
poverty below the FPL and are excluded from the system. The consequences of not
including those who are currently excluded from the economy and from social
protection are continued protests, food riots, violence, destruction of infrastructure and
lawlessness. Political, social and economic disruptions and sustained instability
prevent economic development and undermine democracy (Taylor, 2020). The extract
below from Statistics South Africa, displays the 2015 increase in poverty headcount.
Figure 2: Poverty count by age

Source: Statistics South Africa (2017)

4.1.

Effects of inequality

According to Wilkinson and Pickett (2009), almost all the problems we associate with
life in modern developed societies can be traced to one common cause. This is a big
idea, one that should radically change the way we think about politics, economics,
fairness and social justice. The common factor they have identified has the power to
help forge a society that is healthier, where people trust each other more, where
children have higher literacy, where there is less stress, less violence, less drug
dependence and less mental illness.
As Wilkinson and Picket (2009) argues further, while we are spending millions to tackle
each of these problems individually, often with questionable results, there is one
solution that could tackle them all at the same time. This shared answer is not, as
many of our politicians would have it, to speed up and strengthen economic growth,
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forging policy in the fearful shadow of the markets’ reaction as if they were some kind
of capricious deity. Instead, it is greater income equality: if we want to do better we
need to become more equal.
Ordinarily, it would be very easy to think that rich countries would have low levels of
poverty and other social ills. However, this is not the case as argued above. The more
unequal the country the higher actually, the societal ills as is demonstrated below by
the below graphs (figures 3-8).
Figure 3: Inequality effects on child well-being

Source: Wilkinson & Picket, The Spirit Level (2009)
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Figure 4: Inequality effects on education

Source: Wilkinson & Picket, The Spirit Level (2009)
Figure 5: Inequality effects on health

Source: Wilkinson & Picket, The Spirit Level (2009)
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Figure 6: Inequality effects on drug abuse

Source: Wilkinson & Picket, The Spirit Level (2009)
Figure 7: Inequality effects on imprisonment

Source: Wilkinson & Picket, The Spirit Level (2009)

15

Figure 8: Inequality effects on imprisonment

Source: Wilkinson & Picket, The Spirit Level (2009)

4.2.

Tackling Inequality

One way to examine the relationship between growth and inequality is to look at factors
that explain the relatively healthy distributions of income found in many “developed”
economies. The Organisation of Economic Cooperation and Development (OECD)
estimates that a significant difference exists between pre- and post-tax inequality for
a selection of OECD countries. The average post-transfer improvement in the ginicoefficient for 24 OECD countries is around 30% (0.34-0.27) with very significant
improvements for countries such as Sweden, Belgium and Denmark (around 40%)
(Figure 9). The United States, by way of contrast exhibits an improvement of only
around 17-18%. Without these government organised transfers, all the OECD
countries reflected would become structurally unequal, regardless of their level of
economic development (Social Budget Report, 2020).
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Figure 9: Differences in inequality before and after taxes and transfers in selected OECD countries
(around 2005)

Source: (OECD, 2020)

Taxes and transfers reduce inequality in disposable income relative to market income.
The effect varies, however, across OECD countries. The redistributive impact of taxes
and transfers depends on the size, mix and the progressivity of each component.
Some countries with a relatively small tax and welfare system (e.g. Australia) achieve
the same redistributive impact as countries characterised by much higher taxes and
transfers (e.g. Germany) because they rely more on income taxes, which are more
progressive than other taxes, and on means-tested cash transfers (Joumard, Pisu &
Bloch, 2013).
Many countries across the world utilise the tax and transfer systems to effectively
reduce inequality. These are the two most effective fiscal instruments available to
government to correct imbalances in the primary income distribution. As can be seen
in the graph below, in most countries primary incomes is severely skewed creating
huge inequality. Many countries have Gini coefficients of around 0.6 to 0.75 from their
primary income distribution. However, with a progressive tax system and sufficiently
large transfer systems many of these countries can bring inequality more in line with
acceptable levels with a Gini of around 0.35.
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Figure 10: Growth incidence curve totals excluding grants (1995-2005)

Source: Statistics South Africa (1995-2005)

The Growth Incidence Curve Total per capita income excluding Grants South Africa
(1995-2005), indicates that high levels of inequality in South Africa can arguably be as
a result of government not doing enough to correct the imbalance in the primary
income distribution. While South Africa does have a relatively progressive tax system
and a large social assistance program compared to the developing world, overall, the
level of redistribution is not sufficient to make a significant impact on inequality. The
country’s socio-economic policies may be what is causing the stagnant growth we are
experiencing at present. The country has slowed down expansion of its biggest
redistribution programme over the last two administrations, which consequently sees
a concentration of wealth and income amongst a few (10%) people in the country.
A stronger focus on redistribution through utilising the country’s very well developed
tax capacity and transfer systems will enable the country to “expand the demand of
the lower 90% of income earners”. With income concentrated in the hands of a few –
the South African economy becomes skewed towards imports, as the current labour
supply cannot match the demands of the top income earners. Careful shifting of
income to the lower income segments provides the opportunity to change consumption
demand towards more basic goods and services, which the current labour market may
be more able to supply; thereby increasing local demand, hence growth in
18

employment, industrialisation and economic growth. This indirect linkage between
redistribution and growth brings a more balanced approached to economic stimulation,
when compared to the mainly supply-side measures that are currently being funded.
Government has supported this approach during the COVID-19 pandemic by making
available R41 billion of its R500 billion stimulus package to not only provide relief to
the poor, but also boost demand within the economy. There are strong merits for such
to be continued post COVID19, and key to this is to complete the final phase of the
country’s social assistance program by providing income support to the working age
population.

5. The COVID-19 Outbreak and Its Impacts
The COVID-19 pandemic has had a negative effect on the economy, however the
South African economy was already suffering before the global pandemic. The
economic growth figures released by STATSSA for the first 3 months of 2020, showed
a declining picture, wherein the economy shrunk by 2% (ENCA, 2020). As presented
by the Statistician General, Risenga Maluleke (June, 2020) in his media interview with
ENCA, the first quarter of 2020 marked a third consecutive quarter where South Africa
recorded negative growth in the economy (Qs 3 & 4 of 2019 and Q1 of 2020). South
Africa entered the first level of lockdown already in recession, with the lockdown
plunging the country even deeper into recession.
Unemployment has also been at its high before the lockdown, which was implemented
on the 27th March 2020 following the declaration of the national state of disaster by
the South African government. Unemployment figures for example, increased by 0.1
of a percentage points between Q2: 2019 and Q3: 2019, ultimately coming to a record
high of 30.1% in the first quarter of 2020, the highest it has ever been. Below (figure
3), is a picture of the numbers of the employed and unemployed against the total
number of working age population.
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Figure 11: Employment figures for working age population in South Africa

Source: Stats SA (2019)

Of the unemployed, many of those who are discouraged job seekers, have given up
looking for work “actively”, in part because people get jobs in South Africa primarily
through word of mouth, not through “active” forms of job search, and in part because
in many areas, especially rural areas, there are just no jobs to be had (Seekings,
2007). The next graph demonstrates the level of unemployment amongst the youth,
which is higher notwithstanding the education level.
Figure 12: unemployment levels amongst youth

Source: Stats SA (2019)
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6. The objective of the Basic Income Grant
Social security, particularly social assistance has been and remains a contested
terrain around the world. More than often, a question is asked when introducing a
grant, what the intention is, whether to address poverty or inequality. As has been
demonstrated, South African grants tackle poverty as well as support those who are
unable to work due to disability and old age. Ample evidence has demonstrated that
grants are very significant in reducing poverty shocks (Armstrong & Burger, 2009).
The Basic Income Grant (“BIG”) policy proposal focusses on the income support for
people between the ages of 18 – 59 years. It merits to state that social grants by its
design; serve many purposes, but poverty reduction is of top priority. This is to ensure
that people do not go to bed with an empty stomach or starve to death. Aligned to the
Department’s mandate and income support programme, the objective of the BIG is to
provide income support to people between the ages of 18 and 59 years in order to
meet basic needs.
Furthermore, this discussion paper notes the triple challenges (i.e., poverty,
unemployment & inequality). The paper reasons that DSD contributed and continues
to contribute to poverty reduction. Albeit unemployment and inequality are critical
areas to look at, they are mandates of other departments and sectors, to which social
grants; including the proposed BIG will have a contribution, but not very significant. If
any exists, it will be in pockets. Although the Department anticipates the BIG to be one
possible means for the unemployed to look for work as will be argued in this paper,
employment is beyond what the proposed BIG is meant for as that is outside the DSD
mandate.
Albeit inequality is one of South Africa’s main challenges as already alluded, grants
are not necessarily designed to address inequality. The mandate of the Department
of Social Development (DSD) is to provide social protection services and contribute to
government efforts to forge partnerships through which vulnerable individuals, groups
and communities become capable and self-reliant participants in their own
development.
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It is important therefore to recognise the BIG not as a silver bullet to address all the
aforementioned problems, but just a means to address income poverty to assist
communities to be self-reliant participants in their own development. Other efforts and
measures will have to be pulled from various stakeholders in government to ultimately
address the unemployment problem, which culminates into poverty and persisting
inequalities. It is for this reasons amongst others that, the Department has been
working on linkages initiatives, wherein the intention is to link grants with others social
protection services. One such initiative is the one relating to linking children grants
with other social protection services, which is underway.
It is imperative for government to come up with a way to assist citizens, particularly
the most vulnerable, so that they can be able to take care of their families, and go out
look for jobs. A basic income grant, which puts money in the hands of individuals,
would also stimulate economic activity, as more people would have the means to buy
and sell goods and services in their own local communities, and thus raise the potential
growth trajectory of the country over time.

7. The Case for a Basic Income Grant in South Africa
Historically politicians and policy makers across developing countries, and most donor
agencies, including international financial agencies, have long discarded the idea that
poverty and unemployment can be addressed through social grants. They have more
lingered around social insurance and means-tested social assistance for those
affected by particular contingency risks, such as accidents, loss of job, disability or old
age. Many have demonstrated an extraordinary eagerness for public works
programmes. A very limited role has been given to cash transfers or social grants. This
position, however, has shifted significantly over the last few decades.
One reason for the above change is that, the persistence and aggravation of poverty
and inequality under globalisation defy the oft-made prediction that economic growth
all trickle down to the poor and economically insecure. Another reason for this shift is
that other forms of aid have been shown to have limited effectiveness, especially in
the context of systemic shocks where there are mass entitlement failures in which
whole communities are blighted by an economic setback, ecological disaster or an
epidemic. The latter inter alia provides more reason and motivation for basic income
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support for those unable to take care of themselves due to their economic conditions.
The recurrence of financial and economic crises as evidenced by the economic
downturns of 1998, 2008 and now 2020, further makes basic income support, a
necessary

intervention,

particularly

for

a

country

marred

by

inequalities,

unemployment and poverty such as South Africa.
It is emphasized that lack of social security systems is the most important obstacle for
a country to realise its economic and social development and, to achieve the
objectives of Millennium Development Targets (ILO, 2010a). The current Social
Assistance programme provides income support for approximately 17.5 million
people, at an approximate cost of R175 billion. Albeit, these grants do not necessarily
remove people from below the LBPL, they provide an important means to survive.
Those who are without paid work and in the age 18 to 59 are among those who live in
extreme poverty below the FPL and are excluded from the system.
The BIG is expected to provide a consistent and predictable income as universal and
unconditional benefits, thereby reducing poverty and inequality and buffering against
the possible displacement of jobs by technology. The BIG will also promote an
individual’s dignity and human rights. It is anticipated that the provision will give people
space to engage in different forms of work, that are not always rewarded by the market,
such as the largely unpaid and unrecognised “care work” which are largely performed
by women. Hence, there will also be a very positive impact on gender equality, and a
reduction in the wage gap between men and women. If the BIG were set above the
food poverty line or the lower bound poverty line, then theoretically this, together with
the other social grants, can lead to the eradication of hunger or poverty.
In the case of families, the BIG would also give parents the capacity to invest in the
human capital of their children, thus helping to break the vicious cycle of generational
poverty that many are trapped in. A BIG financed through a progressive system of
taxation, would be strongly redistributive, helping to address the economic inequalities.
Failing to extend social security to cover the broader portions of the population is
included in many texts as one of the most significant impediments to sustainable
growth and development. It is emphasized that lack of social security systems is the
most important obstacle for a country to realise its economic and social development
and to achieve the objectives of the Sustainable Development Goals.
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According to Standing (2008), it is arbitrary to make sharp distinctions between the
deserving and the undeserving in contexts where brute ill-luck and chronic uncertainty
are the undeniable realities. Emergencies, shocks and crises, all force those involved
in shaping policy and reacting to events, to abandon old prejudices and look to what
works. What this ultimately means is that, it is not just about having food at the end of
some dusty road but being able to develop sustainable livelihoods in viable
communities based on functioning systems of social security.

8. International and National Framework in Relation to Social
Security
8.1.

The ILO recommendation 202 of 2012

At the International Labour Conference (ILC) in 2011, a new strategy was formulated
to establish sustainable social security systems. This strategy resulted in the
recognition of the Social Protection Floors Recommendation by the ILC, which
convened in 2012. The so-called Recommendation number 202 is intended for the
creation of national social protection floors. Social protection floors cover legal
implementations including the objective of the right to basic health and basic income
assurance.
There are four fundamental policies that will be dealt with while creating the social
protection floors at the national level. The first of these policies is to develop social
security programs to support employment policies. Following this, it is necessary that
a comprehensive national social security system be set up. The third fundamental
policy is to strengthen the country’s institutional capacity within the framework of
principles of governance and liability. Finally, creating the financial sources of social
protection floors should be dealt with within the national fiscal space. In order to be
able to succeed in the extension of social protection floors at national and international
levels that will be created within the framework of the Recommendation numbered
202, the support of national governments, NGOs and global efforts is needed within
the framework of social dialogue.
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8.2.

II. National social protection floors

The General Conference of the International Labour Organization (ILO), which was
convened at Geneva by the Governing Body of the International Labour Office in May
2012, made the following recommendations with regards to social protection floors:
4. Members should, in accordance with national circumstances, establish as
quickly as possible and maintain their social protection floors comprising basic
social security guarantees. The guarantees should ensure at a minimum that,
over the life cycle, all in need have access to essential health care and to basic
income security which together secure effective access to goods and services
defined as necessary at the national level.
5. The social protection floors referred to in Paragraph 4 should comprise at
least the following basic social security guarantees:
(a) access to a nationally defined set of goods and services, constituting
essential health care, including maternity care, that meets the criteria of
availability, accessibility, acceptability and quality.
(b) basic income security for children, at least at a nationally defined minimum
level, providing access to nutrition, education, care and any other necessary
goods and services.
(c) basic income security, at least at a nationally defined minimum level, for
persons in active age who are unable to earn sufficient income, in particular in
cases of sickness, unemployment, maternity and disability; and
(d) basic income security, at least at a nationally defined minimum level, for
older persons.
8. (b) basic income security should allow life in dignity. Nationally defined
minimum levels of income may correspond to the monetary value of a set of
necessary goods and services, national poverty lines, income thresholds for
social assistance or other comparable thresholds established by national law
or practice and may consider regional differences.
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After ratifying the ICESCR in 2015, South Africa submitted its first report to the UN
Committee on Economic Social and Cultural Rights (CESCR) in 2017. In the
observations and recommendation to the country, amongst others, they made the
following recommendation:
48.

The Committee recommends that the State party:

(a)

Design and regularly update a composite index on the cost of living.

(b)

Raise the levels of non-contributory social assistance benefits to a level
that ensures an adequate standard of living for recipients and their
families.

(c)

Ensure that those between the ages of 18 and 59 with little or no income
have access to social assistance.

(d)

Establish a social protection floor in line with the rights-based definition
provided in the ILO Social Protection Floors Recommendation, 2012
(No. 202);

(e)

Expand the coverage of the Unemployment Insurance Fund benefits to
all workers, regardless of their status.

(f)

Consider the possibility of introducing a universal basic income grant;

(g)

Rectify the situation brought about by the outsourcing of the social grants
payment system and ensure that all the payments are made in a timely
manner during the transition period.

49.

The Committee draws the attention of the State party to its general
comment No. 19 (2007) on the right to social security and to its statement
on social protection floors: an essential element of the right to social
security and of the sustainable development goals (E/C.12/54/3).

9. The South African social assistance landscape
Social security has been established as policy throughout the developed and
developing nations. There is consensus that social security plays a cardinal role in the
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prevention of poverty as it guarantees that people are able to maintain an
indispensable minimum living standard and plays a valuable role in the quest to reach
a more equitable distribution of income in society. Some of the direct contributors to
poor access to health care, education, housing, and social infrastructure are low and
non-existent incomes. Considering the levels of poverty in SA, it is clear that although
the current system has made a vital contribution to the fight against poverty, in relation
to coverage and quality; the present support is not doing enough to effectively
eradicate poverty (Maki, 2009).
Social assistance in South Africa is targeted at the poorest and most vulnerable groups
in society, i.e. the elderly, the disabled and children, with access subject to a means
test. Unfortunately, other parts of the population, most notably the unemployed and
working poor, have limited access to social security. Despite all the negative views
regarding grants and their labelling as handouts that creates dependency and laziness
by some, including those in authority, the grants system has been expanded
incrementally. The most notable is the steady expansion of the CSG from benefiting
only children under the age of seven to now benefiting all children under the age of 18
in poor households. The latter can in be viewed as quite progressive, and in line with
the constitutional promise of progressive realisation of social rights.
The current social assistance programme provides income support to just about 17, 5
million people, of which more than 12,2 million are children. The 17, 5 million grants
paid to the poor costed approximately R175 billion in 2019. Whilst generous income
support at levels significantly above the poverty line is provided to the elderly and
those with disabilities, less generous support is provided to care givers of children, the
majority of whom are working age women, and non-guarantee support to working age
adults. This category (working age adults) is mainly covered by UIF and EPWP.
Subsidies and in-kind goods and services are also provided to this group of the
population either at low or subsidised costs. These include social housing, basic
services, health care, etc.
It is notable that South African cash transfers reach the majority of women, who are at
the very bottom strata of society in terms of poverty and economic activity. Despite
social assistance in South Africa reaching many women however, the grant system is
not directly linked to labour market and social security policies that could facilitate
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women’s access to employment and skills development (Plagerson and Ulriksen,
2015).
While grants do reduce poverty considerably, it is unlikely that they will eradicate
poverty, as per our NDP and SDG commitments, until their values are increased to be
equal or more than the poverty lines; and until everyone, including working age adults
are covered. Furthermore, grants provided to the elderly, those with disability and
children are significantly diluted as these needs to also provide support to other poor
members of the household who may not have access to income. Those who are
without paid work, and in the 18 to 59 age group are among those who live in extreme
poverty and often below the food poverty line and, are excluded from the social grant
system. This is a flaw in the South African social protection system, where society
broadly provides pooled income support to children, those with disabilities and the
elderly who are poor; but no, or limited support to the working age population. In so
doing, the burden or support for these groups are regressively shifted to the, poor
thereby significantly diluting the support provided through the social protection system.

10.

The South African economic context

One of South Africa's largest economic problems is the high and increasing
unemployment rate. Unemployment rate increased by 0, 1 percentage points to 29,
1% in Q3 of 2019, and after the advent of the COVID pandemic, the expanded
definition increased by 3 percentage points to 43%. According to the Quarterly Labour
Force Survey (QLFS), this is the highest unemployment rate since STATSSA started
measuring unemployment using the QLFS in 2008 (Business Report, June 2020).
The COVID19 pandemic also threatens to deepen the situation even further, with
poverty rates remaining relatively high. Over 40% of the population remains trapped
in poverty. Whilst government’s solution to poverty and unemployment for the last 2
decades was largely centred on job creation, EPWP and economic growth, it is quite
clear that these interventions are unlikely to succeed in reducing poverty and
unemployment in the near to medium term. In fact, the economic outlook is likely to
get worse if the country does not change course soon.
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11.

Benchmarking Basic Income Support: The cases of Namibia,

Kenya, India and Finland
11.1. The BIG Experiment in the Otjivero-Omitara Village, Namibia (2008 –
2009)
In January 2008, the Basic Income Grant (BIG) pilot project commenced in the
Otjivero-Omitara area, about 100 kilometres east of Windhoek. Otjivero-Omitara is a
low-income rural area about 100 kilometres east of the capital Windhoek, which is
characterised by deprivation, unemployment, hunger and

extreme poverty

(Haarmann, Haarmann, Jauch, Shindondola-Mote, Nattrass , van Niekerk and
Samson, 2009). The country’s Basic Income Grant (BIG) Coalition which consists of
a number of organisations, including the Council of Churches and the Namibian NGO
forum initiated the pilot project. All residents below the age of 60 years receive a Basic
Income Grant of N$100 per person per month, without any conditions. The grant was
given to every person who is registered as living there in July 2007, irrespective of his
or her social and economic status (Haarmann, et al., 2009).
The first universal cash-transfer pilot project in the world, the Namibian BIG pilot
project was designed and implemented by the Namibian Basic Income Grant Coalition
(established in 2004). With the aim to practically pilot the Namibian Government's
NAMTAX recommendation of a BIG for Namibia, the BIG Coalition esteems this
project as the first step towards a BIG for all in Namibia (Haarmann, et al., 2009).
Funds to start the pilot project were raised through voluntary contributions from
supporters of the idea from all sections of Namibia's society, and by support from
people, churches, organisations and donors in other countries. The BIG pilot project
ran for a period of 24 months up to December 2009 (Haarmann, et al., 2009).
Approximately 930 inhabitants received a monthly grant of 100 Namibian Dollars,
almost equivalent to the 100 South African Rands, without any conditions attached.
However, those eligible for the country’s universal old age pension payments (aged
60+ years) from the state were excluded from the experiment. The effects of the BIG
pilot were evaluated on an on-going basis using four complementary methods. A
baseline survey was first conducted two months before the first payout of the BIG in
November 2007 (Haarmann, et al., 2009). The survey collected retrospective and
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current data on the social and economic situation of the residents, including health
and nutritional data. Secondly, a panel survey was conducted in July 2008 covering
the same households and individuals in the baseline survey and repeated in
November 2008. Information was also collected from key informants living in, or near
the settlement area, such as local nurses, the police chief, local leaders and shop
keepers. Lastly, a series of detailed case studies of individuals living in the area were
carried out (Haarmann, et al., 2009).
The introduction of the BIG in Namibia, kindled hope within the community, wherein
the pilot ultimately produced significant results, which saw improvements in several
economic and poverty aspects of the Namibian people (Haarmann, et al., 2009). The
following were amongst other outcomes of the introduction of the BIG in Namibia:


Economic Activity and growth: The introduction of the BIG led to an increase in
economic activity in the area. The rate of those engaged in income-generating
activities reportedly increased from 44% to 55%. The BIG enabled recipients to
increase their work for both pay, profit and family gain, as well as selfemployment. The BIG also increased the purchasing power of the inhabitants,
thereby creating a market for products of the new businesses established
because of the BIG. The BIG is a form of social protection, which reduces
poverty and supports pro-poor economic growth. As a national policy, it would
greatly assist Namibia in achieving the Millenium Development Goals to which
the country has committed itself.



Debt and Savings: The BIG contributed to the reduction of household debt with
the average debt falling from N$1 215 to N$ 772 between November 2007 to
November 2008. Six months after the introduction of BIG, 21% of the
respondents reported saving some of the money (saving was also reflected in
the increasing ownership of livestock).



Household Poverty and Nutrition: Before the introduction of the BIG, residents
of the Otjivero-Omitara reportedly experienced serious food shortages. Using
the food poverty line (N$152 or R152 per capita per month), 76% of residents
fell below this line in November 2007, and this was reduced to 37% within one
year of the BIG and continuously declined over the study of the period. The BIG
also resulted in huge reduction of child malnutrition. Using a World Health
Organisation measurement technique, the data showed that children’s weight30

for-age had improved significantly in just six months from 42% underweight
children in November 2007 to 17% in June 2008 and further to 10% in
November 2008.


School Attendance: Before the introduction of the BIG, almost half of the
school-going children did not attend school regularly. Pass rates stood at about
40% and dropout rates were high. Many parents were unable to pay school
fees and buy their children school uniforms, and the lack of adequate nutrition
had a negative impact on school performance of many children. After the
introduction of the BIG, payment of the school fees improved significantly and
most of the children had school uniforms. Non-attendance due to financial
reasons dropped by 42%. Dropout rates at the school fell from almost 40% in
November 2007 to 5% in June 2008 and further to almost 0% in November
2008.



Crime: The BIG has contributed to a significant reduction of crime. Overall crime
rates – as reported to the local police station – fell by 42% while stock theft fell
by 43% and other theft by nearly 20%.



Women independence: The introduction of the Basic Income Grant has
reduced the dependency of women on men for their survival. The BIG has given
women a measure of control over their own sexuality, freeing them to some
extent from the pressure to engage in transactional sex.



Unintended consequences: The criticism that the BIG is leading to increasing
alcoholism is not supported by empirical evidence. The community committee
is trying to curb alcoholism and has reached an agreement with local shebeen
owners not to sell alcohol on the day of the pay-out of the grants.

The Otjivero-Omitara BIG experiment certainly spawned widespread public debate on
the BIG. However, regardless of the latter coupled with all the positive outcomes from
the BIG pilot, the Namibian government remained unconvinced about the introduction
of a BIG, questioning to some extent the results of the pilot. The Government has
since elected to introduce a program intended to alleviate poverty through economic
growth. This program, named “Harambee Prosperity Plan”, also includes the creation
of a food bank and grants for young people conditional on participation in this food
bank and a few other community activities (Haarmann, et al., 2009).
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Both policy and trial experiments of the BIS are important for several reasons; they
give us important information about the effects of implementation of basic income on
which theoretical evidence is highly ambiguous. Trials are also invaluable in
uncovering implementation issues not predicted by theory, and thus fine-tuning the
detail of policies before full implementation. Perhaps of equal importance is that trials
also have ‘political demonstration effects, raising public awareness and overcoming
objections by demonstrating impacts (Martinelli, 2017). It is however noteworthy that,
even if a pilot does demonstrate good outcomes, if there is a lack of political and
societal will to start with, it’s still likely that it won’t be implemented, even if the results
are positive.

11.2. The Kenyan Case
Launched in October 2016, by the American non-profit organisation, GiveDirectly, a
12 Year Project of the Universal Basic Income (UBI) has been informally labelled by
the Kenyan media, one of the largest basic income trials in Kenya’s history (Beresh,
2018). In sum, a total of $25 million was raised by the non-profit, which was to be
further allocated directly to villagers. The GiveDirectly project registered roughly 40
villages with a total of 6,000 adult residents, giving the people a guaranteed, 12-yearlong, poverty-ending income. An additional 80 villages, with 11,500 residents all
together, were to receive a two-year basic income (Lowrey, 2017).
With this initiative, GiveDirectly started the world’s first true test of a universal basic
income. Albeit the GiveDirectly idea is in vogue most in chilly, left-leaning places,
including Canada, Finland, the Netherlands and Scotland, many economists think it
might have the most promise in places with poorer populations, like India and subSaharan Africa (Lowrey, 2017). According to the words of Michael Faye, the founder
of GiveDirectly, the organisation wants to show the world that a basic income is a
cheap, scalable way to aid the poorest people on the planet (Lowrey, 2017).
The transfers in the GiveDirectly project are made through a mobile money service
platform called M-Pesa. This platform allows financial transactions that are safe, fast
and cheap, processed through cell phone. The transactions include inter alia, deposits,
transfer and savings (GiveDirectly, 2019). This platform does not need a bank account
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and is the same as the more advanced systems that are used by the Banks to offer
services that do not require an account at all.
The aim of the pilot or study is to measure the effects of the various Basic Income
Support (BIS) models; long-term, short-term and lump-sum, on economic status, time
use, risk-taking, gender relations and “outlook on life”, against a control group that
does not receive any cash transfer (Lehto, 2018). The first follow up survey was set to
take place in 2019, and researchers plan to conduct ongoing follow-up surveys every
3 to 5 years (Beresh, 2018). The GiveDirectly project promises to deliver better insight
into the effects of BIS than any pilot before as well as a different approach to
development.

11.3. India: Three Projects Piloting the Unconditional Cash Transfer (2010 –
2014)
A number of interesting pilot projects, have been carried through by several NGOs in
India, who operated under the auspices of an organisation called, the Self-employed
Women’s Association (SEWA) (Perkiö, 2014). The first of the pilot projects (financed
by United Nations Development Programme, UNDP) was launched in 2010 in a lowincome district in Delhi. The residents were given a choice to continue receiving
subsidised food and kerosene in the existing scheme or to switch to an unconditional
cash transfer of equivalent value (many initially chose the cash).
The second project (financed by the United Nations International Children’s
Emergency Fund, UNICEF), took place in 20 villages in the State of Madhya Pradesh,
which has the country’s highest level of malnutrition and a large indigenous population
(Perkiö, 2014). This project, which was jointly funded by UNICEF India and SEWA,
was conducted from June 2011 to November 2012. SEWA is a large union for women
working in the informal sector in India.
The project was innovative compared to many other cash transfer programmes in that
it provided a universal, unconditional and individual monthly grant to every adult and
child in the selected villages. Furthermore, the project was designed as a randomised
controlled trial and included comprehensive data collection before, during and after
the implementation period. In total, about 6,000 men, women and children in nine

33

villages in Madhya Pradesh received the transfer each month for a year and a half. A
total of 15,000 individuals were covered by the research and 100 in-depth case studies
were carried out with recipients. The project took the form of two pilots. The first
included eight villages, with 12 similar villages included as control villages (Perkiö,
2014).
The second pilot, which started slightly later than the first, included one tribal village,
with another tribal village as control. The research design included both villages where
SEWA was active and villages where they were not present, thereby enabling
researchers to discern the effect of SEWA’s work, both in combination with the basic
income and without (Schjoedt, 2016).
In eight villages in Madhya Pradesh, every man, woman, and child was provided with
a monthly payment of, initially, 200 rupees for each adult and 100 rupees for each
child paid to the mother or guardian; these were later raised to 300 and 150
respectively. A similar scheme was operated in a tribal village, where for 12 months
every adult was paid 300 rupees a month, every child 150. Another tribal village was
used as a comparison. The money was paid individually, initially as cash and after
three months into bank or cooperative accounts. National and state authorities learned
the lessons they must follow if they are to roll out direct cash benefits across this vast
country (Standing, 2013).
In the pilots, villagers were not allowed to substitute food subsidies for cash grants.
No conditions were imposed on recipients (Standing, 2013). This was regarded as
crucial. Those who favour conditionality say in effect they do not trust people to do
what is in their best interest and that the policymaker knows what is. The designers of
the pilots believe basic income grants will work optimally with good public services and
social investment. They also believe that they would operate better if implemented
through a Voice organization, i.e., a body giving members the capacity to act in unison,
an argument made by Guy Standing on basic income for many years, i.e., that it will
only work optimally if the vulnerable have institutional representation. To test this
claim, in half the villages selected, SEWA was operating, while in the other half it was
not (Standing, 2013).
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Figure 13: Children in families with basic incomes more likely to improve school performance, 2012

Source: Standing (2013)

Starting with a baseline census that collected data on many demographic, social, and
economic characteristics, and then an interim and final evaluation survey covering the
same aspects, the impact of the basic income grants over eighteen months, using
randomized control trials (RCT) that compared the results in households and villages
receiving basic incomes with the results in twelve other “control” villages where nobody
received the basic incomes was studied. In addition, over 80 detailed case studies
giving individual and family accounts of experiences were conducted by an
independent team (Standing, 2013). Eleven results stand out from the assessment:
1) Many used money to improve their housing, latrines, walls and roofs, and to
take precautions against malaria.
2) Nutrition was improved, particularly in scheduled caste (SC) and scheduled
tribe (ST) households. Perhaps the most important finding was the significant
improvement in the average weight-for-age of young children (World Health
Organization z-score), and more so among girls.
3) There was a shift from ration shops to markets, made possible by increased
financial liquidity. This improved diets, with more fresh vegetables and fruit,
rather than the narrow staple of stale subsidized grains, often mixed with stones
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in the bags acquired through the shops of the Public Distribution System (PDS),
the government-regulated food security system. Better diets helped to account
for improved health and energy of children, linked to a reduced incidence of
seasonal illness and more regular taking of medicines, as well as greater use
of private healthcare.
4) Better health helped to explain the improved school attendance and
performance (figure 7), which was also the result of families being able to buy
things like shoes and pay for transport to school. It is important that families
were taking action themselves. There was no need for expensive conditionality.
People treated as adults learn to be adults; people treated as children remain
childlike. No conditionality is morally acceptable unless you would willingly have
it applied to yourself.
5) The scheme had positive equity outcomes. In most respects, there was a bigger
positive effect for disadvantaged groups – lower-caste families, women, and
those with disabilities. Suddenly, they had their own money, which gave them
a stronger bargaining position in the household. Empowering the disabled is a
sadly neglected aspect of social policy.
6) The basic income grants led to small-scale investments – more and better
seeds, sewing machines, establishment of little shops, repairs to equipment,
and so on. This was associated with more production, and thus higher incomes.
The positive effect on production and growth means that the elasticity of supply
would offset inflationary pressure due to any increased demand for basic food
and goods. It was encouraging to see the revival of local strains of grain that
had been wiped out by the PDS.
7) Contrary to the sceptics, the grants led to more labour and work (figure 8).
However, the story is nuanced. There was a shift from casual wage labour to
more own-account (self-employed) farming and business activity, with less
distress-driven out-migration. Women gained more than men.
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Figure 14: Households with change in income-earning/production work

Source: Standing (2013)

8) There was an unanticipated reduction in bonded labour (naukar, gwala). This
has huge positive implications for local development and equity.
9) Those with basic income were more likely to reduce debt and less likely to go
into greater debt. One reason was that they had less need to borrow for shortterm purposes, at exorbitant interest rates of 5% a month. Indeed, the only
locals to complain about the pilots were moneylenders.
10) One cannot overestimate the importance of financial liquidity in low-income
communities. Money is a scarce and monopolized commodity, giving
moneylenders and officials enormous power. Bypassing them can help combat
corruption. Even though families were desperately poor, many managed to put
money aside, and thus avoid going into deeper debt when financial crises hit
due to illness or bereavements.
11) The policy has transformative potential for both families and village
communities. The whole is greater than the sum of the parts. Unlike food
subsidy schemes that lock economic and power structures in place,
entrenching corrupt dispensers of BPL (Below Poverty Line) cards, rations, and
the numerous government schemes that supposedly exist, basic income grants
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gave villagers more control of their lives, and had beneficial equity and growth
effects.
Claims have made in the public debate in India, that universal schemes can be less
costly than targeted schemes. Targeting, whether by the discredited BPL card or by
other methods, is expensive to design and implement. All targeting methods have high
exclusion errors – evaluation surveys showed that only a minority of the poorest had
BPL cards. In sum, basic income grants could be a vital part of a 21st-century social
protection system. These are momentous times in Indian social policy. Old-style
paternalism must be rejected, and a new progressive system constructed (Standing,
2013).

11.4. Universal basic income: The Finish experience
In Finland, the basic income experiment is one of the key projects formulated in the
programme of Prime Minister Juha Sipilä’s Government. The Finish Government
trialled a guaranteed basic income in Finland during 2017 and 2018. During the
experiment, a total of 2,000 unemployed persons between 25 and 58 years of age
received a monthly payment of €560, unconditionally and without means testing. A
working group of researchers from a range of organisations under the project
leadership of Kela explored ways in which to carry out the basic income experiment
(Kela 2020). Kela, a Social Insurance Institution of Finland, is a Finish government
agency that provides basic economic security for everyone living in Finland (Kela,
2020). The agency provides social security coverage for Finnish residents and many
Finns living abroad through the different stages of their lives. Among the social security
benefits offered by Kela are family benefits, health insurance, rehabilitation, basic
unemployment security, basic social assistance, housing benefits, financial aid for
students, disability benefits and basic pensions (Kela, 2020).
The experiment was more about a partial basic income targeting able-bodied persons
without work. Included in the sampling were all individuals between the ages of 25 and
58 years to whom Kela, paid a labour market subsidy or basic unemployment
allowance in November 2016 for some other reason than a temporary layoff (Kela,
2016).
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The purpose of the basic income experiment in Finland was to find ways to reshape
the social security system in response to changes in the labour market. The
experiment is one of the policy measures designed to reform the Finnish social
security system to better correspond with the changes in working life, to make social
security more participatory and diminish work-disincentives, reduce bureaucracy and
simplify the overly complex benefit system. The experiment also explored how to make
the system more empowering and more effective in terms of providing incentives for
work. Further objectives included the reduction of bureaucracy and streamlining the
complicated system for providing welfare benefits (Kela, 2016). The basic income
experiment was launched on 1 January 2017, which ran for two years ending on 31
December 2018 (Kela 2016). Legislation was enacted concerning the experiment, and
Kela was responsible for the practical implementation of the experiment and for the
payment of the basic income.
While the experiment gained significant support from the Finnish public, the
government has announced that the experiment would end in December 2018. This
was against advice of the researchers, who recommended enlarging the experiment
and including people from outside the employment statistics (Lehto, 2018). However,
the Finnish Government has been making changes that are taking their social security
system further away from a basic income. Their parliament passed an "activation
model" law, which requires job seekers to work a minimum of 18 hours or enter a
training program within three months and stipulates that if they do not manage to find
a job, they lose some of their benefits. To avoid penalties, jobseekers will have to
prove they have been seeking work or participating in training.

12.

The cash plus approach

Cash transfer programmes have demonstrated ability to reduce poverty and improve
well-being across a range of dimensions, including food security, health, schooling,
child protection, productive activities, and safe transitions to adulthood. Households
may face budget limitations, thus restricting their ability to buy basics such as food,
pay for their children education as well as access healthcare (Roelen, Devereux,
Abdulai, Martorano, Palermo & Ragno, 2017).
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Roelen et al (2017), argue that regular cash payments can alleviate these budget and
liquidity constraints and help households to smooth consumption, during lean
seasons, for example. They proclaim that, cash transfer programmes have proved to
be crucial for the achievement of positive outcomes. Notwithstanding these positive
effects, as they argue further, cash alone cannot alleviate non-financial and structural
barriers to improving living standards and well-being.
Integration of cash transfer programmes with other interventions or services including
the creation of linkages between demand-side and supply-side interventions has the
potential to improve impacts in many areas of people’s lives (and conversely, cash
transfers may not have impacts among those facing exclusion from quality services).
Existing evidence illustrates how access to services enhances the impacts of cash
transfer programmes. For instance, Zambia’s Child Grant Programme (CGP) was
found to improve skilled birth attendance – but only among women living in
communities with higher quality health services (Roelen et al, 2017).
Experimental evidence from Liberia highlights how intense counselling and support
can improve the sustainability of impacts. In an experiment aiming to reduce violence
and crime among men who were previously engaged in criminal activities, the
combination of cash transfers plus cognitive behavioural therapy was found to
significantly improve the long-term reduction in crime and violence. While crime and
violence were reduced among all men receiving either cash alone, therapy alone or
cash and therapy combined, the result was only maintained for those who received
the combination of support (Roelen et al, 2017).
The Department of Social Development similarly view linking cash and care as a
necessary intervention to maximize not only the impact of grants, but social protection
services in general. It is due to the foregoing that the Department is currently in a
process of developing a linking policy, which seeks to link all children grants with other
services. By linking cash transfers with other social protection services, the
Department intends to also ensure accessibility and delivery of quality services.
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13.

The feasibility of a Basic Income Grant in South Africa

The basic income pilot cases provided by the Namibian, Kenyan and Indian examples
amongst others, have demonstrated some positive outcomes of basic income support
as already highlighted. The said pilots have inter alia demonstrated better health and
education outcomes, reduction of household poverty with better nutritional outcomes
as well as reduction of crime. The question in the minds of most have been, is the BIG
feasible in South Africa?
Providing people with a guaranteed minimum income as a right is both feasible and
desirable to improve economic security. This was the view of an international group of
policymakers, academics and experts who met to discuss research on basic income
as a fundamental right (Maki, 2009). South Africa is considered an upper-middleincome country, even though large amounts of its people live in poverty. In 2001, the
Basic Income Grant Coalition (BIG Coalition) was formed to fervently advocate for a
basic income to cover all South Africans during their lifetime.
The BIG Coalition unites members of religious organisations, human rights groups,
labour unions, and groups that have focused on the sick and elderly. The BIG Coalition
and other advocates believe that a basic income standard would enhance social
cohesion where it is presently lacking in the country, and spur development in very
poor communities by providing a stable, constant flow of funds. This income would
somewhat alleviate the most marginalised people from the worry of feeding
themselves, and possibly spill over into the cash-starved entrepreneurial market (Maki,
2009).
The social grants offer many households standard earnings and provide minimum
security for food. A considerable number of adults and children presently live in
households that do not have pensioners, and because of that, many poor people are
excluded from benefiting in the social security system. The Taylor Report (2002)
pointed out that the BIG is the most feasible social security intervention that has the
greatest possibility of lessening poverty and supporting human development and
sustainable livelihoods.
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There are many potential benefits from the implementation of the basic income grant
system. Most importantly, it would provide steady, stable flow of funds into the poorest
households, which would alleviate some of the more pressing concerns like
purchasing adequate food. And for those with a slightly better social position, the extra
income could be put toward a better future – for instance, through education, or a small
entrepreneurial venture. However, identifying the sufficient resources necessary for
implementing a basic grant represents a major political and policy challenge in the
country. Tight fiscal and budgetary constraints pose a significant obstacle for realising
such a system. In this regard, most financing proposals are comprised of adjustments
to the tax structure, usually focusing on a combination of tax instruments (Maki, 2009).
As evidenced by extremely high levels of income inequality – income distribution in
South Africa is hugely distorted. 65% of income goes to the top 10% with the poorest
50% getting less than 10% of the country's income. High levels of inequality bring
some notable unpleasant outcomes. With high levels of inequality for example, comes
social and economic ills such as crime and substance abuse; lower levels of
development and poorer health and well-being; decreased social mobility and lower
levels of economic growth. While high levels of inequality have negative outcomes,
redistribution on the other hand has some positive effects. Redistribution of wealth
inter alia boosts social mobility amongst the poor, promotes human capital
development and increases consumption spending by the poor; which many
economists believe will promote growth and is also more labour absorbing. Overall,
redistribution promotes both local and national economies, with ample evidence
suggesting that it has a multiplier effects on the economy.
The fiscal costs for the provision of a Basic Income Grant to the entire population has
always been the biggest concern and a hindrance. Estimates vary depending on the
size of the grant – but even at low level, it is estimated to be a sizable amount. A
universal BIG at the level of the FPL will cost around R200 billion, more than doubling
the current social grant budget.
When viewed as a fiscal cost – the billions required to implement a BIG seem
exorbitant and unaffordable. However, considering it from a redistribution perspective,
with the positive impacts highlighted above, R200 billion is a relatively small portion of
the income of the wealthy. Looking at it in terms of the latter, it might therefore not
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really be the question of affordability or sustainability, but whether or not those in
possession of the country’s wealth are willing to share this wealth, and how much of it
are they willing to share.
Proposals for funding have focused largely on the use of the tax system, wherein the
grant would be clawed back from those with high incomes through the revision of the
tax rate. Many countries across the world also utilise the tax and transfer systems to
effectively reduce inequality. While a BIG may not be affordable in the current fiscal
framework, at a societal level it is affordable.

14.

Proposed Solutions and Possible Options

Martin Luther King Jr. (1967), once said, “I am now convinced that the solution to
poverty is to abolish it directly by a now widely discussed measure: the guaranteed
income”.
Generally, a Basic Income Grant, would be a universal grant for everyone in society.
However, since we already have categorical grants for children, older persons and
persons with disabilities, a BIG would be introduced to supplement and support the
incomes of the working age population, i.e. those from ages 18 to 59. A number of
options with regard to implementation of the BIG exist for consideration. However, key
to successfully implementing the latter are some critical decisions need to be made.

14.1. A Universal BIG
One of the key decisions that need to be made is whether South Africa should
implement a universal or a means tested grant. The pace at which the country wants
to implement the BIG will mainly influence this decision. A universal grant will clearly
be the fastest route as it could likely have almost everyone reached in a matter of
months. This is demonstrated by SASSA’s ability to reach over 5 million in less than 3
months evidenced by the implementation of the R350 COVID Relief Fund. A
streamlined application process that will allow for mainly electronic applications will
facilitate rapid deployment.
It is a lot easier for SARS to recoup the grant paid to a wealthy individual with a
technical adjustment to the tax brackets than for SASSA to interview millions of
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applicants to determine whether the applicant qualifies based on income. A universal
grant is therefore a lot more efficient, cost effective and better targeted resulting in
fewer exclusions.
While a means tested BIG may prove onerous as already highlighted, since it has only
provided to those with incomes below a certain threshold, a universal benefit is one
that would be provided to everyone within a particular category. Currently all the grants
in SA are means tested (except for the Foster Child Grant), however government has
proposed that these be reformed to universal benefits. The key argument against a
universal benefit is that a grant should not be paid to a wealthy person. Many countries,
however, use their tax systems to recoup the benefits paid to the wealthy.
The key benefit of universal benefits is that it promotes social solidarity and buy-in to
the system. It reduces stigma of the poor and discontent amongst the wealthy who
feel that they are the ones funding the system. It also reduces fragmentation of
systems as we see in South Africa where we have tax thresholds and grant thresholds
set at very different levels. SA’s tax authority is also significantly more advanced than
the Social Security Agency, hence administering a means test through the Tax Agency
is likely to be a lot more effective than through SASSA.
It will be much easier to implement a reform that will require a significant adjustment
to taxes. It will be easier for government to sell an increase in taxes on the working
age population with an increased transfer to that same population. For 90% of the
population, depending on the level of the transfer – it is likely that the benefit received
will be larger than their increase in taxes. One can thus assume that 90% of the
population would support such an initiative (see the graphs below on Big at various
values).

14.2. A means tested BIG
A means tested benefit, will however involve a more complex application process, as
various documents need to be reviewed and verified (e.g. proof of income, deductible
expenditure, etc.) to confirm eligibility. Currently, SASSA has the capacity to process
about a million applications in a year. However, this is dedicated capacity for the
existing grants. If SASSA’s capacity to deal with 1 million applications for the BIG was
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to be doubled, and there is a pool of approximately 20 to 30 million applicants, it could
take a long time to implement.
A means tested option, would require a threshold to be determined. With this decision,
the following options could be considered:
•

The existing means test for the Older Persons Grant or the Child Support Grant,
in the case of which the Child Support Grant will probably be more relevant.

•

The minimum wage.

•

The various poverty thresholds.

•

The tax threshold. This is probably the best option to ensure that there is
alignment between tax and transfer policy. The experience with other grants is
that, if there is no alignment, many beneficiaries fall through the gap, either too
poor to access the various tax relief provided in the tax system, or too rich to be
able to qualify for a social grant.

Opting for a tax threshold, would make the option similar to a universal grant, hence it
would be more convenient to implement the universal benefit, which is more efficient
and cost effective.

14.3. The grant value
Recently, the government has been severely criticised on the value of the COVID-19
SRD grant. While many appreciated the COVID relief, being 40% below the poverty
line, it makes a very small dent, as many people are still experiencing hunger and
starvation. These are almost similar arguments made regarding the CSG, which is
way below poverty line, which albeit it has aided to reduce poverty shocks, it makes a
very little impact, if any on SA’s widespread inequalities. The options for the value thus
depend on what objectives the state would like to achieve first, including inter alia;
reducing hunger, reducing poverty and improving the standard of living of our people.
The options for the value thus depend on what objectives we would like to achieve
first. The options would include:
•

Reduce hunger (with the goal being to eradicate). With this option, the grant
value would have to be around the FPL, and
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•

Reduce poverty (with the goal being to eradicate). This option would require
the grant value to be pitched around the LBPL.

•

Improve people’s standard of living (with the goal being to significantly reduce
inequality and social ills in society). In this case, the value should be
significantly higher, but at least starting at the UBPL (Studies done on a decent
standard of living suggests income of around R7 500 per person, per month.
This is an aspirational value that government should strive to achieve through
a mix of transfers, labour and economic policies, etc.)

14.4. Affordability and taxes
Affordability will mainly depend on the value of the grant and whether not a means test
is applied, with costing coming around anything between R100 billion to R400 billion
or more per annum. The key decision of question to be answered here would be, how
will the BIG be funded? Considering that the BIG will form part of the country’s existing
income transfer system, it is primarily an instrument for the redistribution of income.
Thus, the most logical option is taxes on income and/or expenditure.
Income in SA is concentrated in the hands of a few people. According to the World
Inequality Database, 65% of income from labour goes to the richest 10% of the
population as can be seen below. This was 60% in 2010, 55% in 2002 and 46% in
1994. The country started off in 1994 very unequal, but this got worse over time.

Figure 15: Labour income distribution

Source: World Inequity Database
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Commentators from various sectors have argued that the country cannot increase
taxes any further, and we have a small and shrinking tax base. This is the common
argument used to sustain the current unequal status quo. The truth however is that
South Africa has a large tax base that has grown significantly over the years. Taxes
are not collected on a per person basis and are not dependent on the number of people
who pay it. The value of tax paid is a percentage of one’s income. Even as the country
experienced slow growth in recent years, the richest portions of the population
experienced income growth. The implications of the latter, therefore, is that the pool
of taxable income has expanded. The concentration of income amongst the wealthy
has increased from around 50% in 1994 to 65% in 2020.
The tax base has grown over the years, however the fact that it’s in the hands of a
declining number of people is a symptom of a lack of social mobility and growing
inequality in the country. Other arguments have been that increase in taxes will harm
the economy, which is somewhat true. Government collects taxes and spends money
in the economy. Losses may occur due to government inefficiency and/or if the
balance between consumption spending and investment spending are incorrect.
However, in the case of the aforesaid, an increase in taxes for purposes of increasing
transfers, is likely to be neutral. In essence, government would be reducing people’s
disposable incomes for consumption spending (through taxes) but immediately
returning all of it back to people (through transfers), i.e. even though government
would be taking resources out of the economy, it will also be giving what it takes back,
hence, the overall effect is most likely to be neutral to positive. All that government
would be doing is shifting a small portion of consumption from the wealthy to lower
income groups.
In a nutshell, the question about affordability boils down to how comfortable we are
with inequality. How much is an acceptable share of income that the top 10% should
be taking, and to what extent is government willing to correct this. Indeed, 65% is too
high. By reducing this to 60%, hunger can be significantly reduced. 55% may even
reduce poverty to negligible levels and should the situation move back to the 1994
levels, the standards of living amongst the poor may be significantly improved, thus
moving towards creating ‘a better life for all’.
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14.5. Guideline for implementation
One of the key implementation issues of the BIG will be to ensure that beneficiaries
are able to adequately access our national payment system. The challenges
experienced during the rolling out the R350 grant, gives us the opportunity to
significantly ramp up SASSA’s capabilities in this regard. SASSA is also moving
towards other electronic means of payment to prevent long queues at post offices and
the associated risks of cash payment, which is a positive development.
It is also imperative that a developmental approach be adopted in implementing the
BIG. This would mean combining the income support with access to labour markets
and training opportunities, particularly for the youth aged between 18-35 who are not
in employment, education or training (NEET), who are bearing the brunt of high
unemployment, poverty and other social ills. A basic income for this group holds great
potential as a tool to give the youth a stake in the South African economy and society,
which will in turn result not only in economic but also social dividends for the country.

15.

Possible Scenarios to Be Implemented

15.1. Paths towards a Basic Income Grant for South Africa
South Africa’s total population aged 18 to 59 is 33 million. Of these 7.3 million are not
economically active (namely people who have never looked for work and have stayed
home or such like) and 25.7 million are economically active. Prior to Covid-19, of 25.7
million (66%) considered economically active 17 million had jobs and 8.7 million (34%)
were considered unemployed. This includes discouraged work-seekers and excludes
unemployment post the age of 60. It is however, anticipated that after the Covid-19
pandemic, unemployment will increase to 50% namely 12.8 million in 2020 decreasing
to 10.8 million (42%) in 2021 and 9 million (35%) in 2022 (Taylor, 2020).
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Figure 16: pre and post Covid-19 employment estimates.
2020

2021

2022

Age

Total
population

Not
Economically
active - 22%

Economically
active -78%

Employed precovid 66% of
economically
active

Employed - post
covid - 50% of
economically
active

Employed - 58% of
economically active

Employed -65% of
economically active

19-54

30 899 560

6 797 903

24 101 657

15 907 093

12 050 828

13 978 961

15 666 077

55-57

1 286 969

283 133

1 003 835

662 531

501 918

582 225

652 493

58-59

775 398

170 588

604 810

399 175

302 405

350 790

393 127

TOTAL

32 961 926

7 251 624

25 710 303

16 968 800

12 855 151

14 911 975

16 711 697

Age

Economically
active but
unemployed
– pre-Covid –
34%

Unemployed –
post-Covid 50%

Unemployed - 42%

Unemployed -35%

19-54

8 194 563

12 050 828

10 122 696

8 435 580

55-57

341 304

501 918

421 611

351 342

58-59

205 636

302 405

254 020

211 684

TOTAL

8 741 503

12 855 151

10 798 327

8 998 606

Unemployed:

Source: Calculated from Quarterly Labour Force Survey (Quarter 4: 2019 ) StatsSA February 2020 and population statistics provided by STATSSA 2018 /
2019

Source: Taylor (2020)

Several options for the implementation of the BIG as proposed by Professor Vivian
Taylor (2020) exist for exploration. There is an option of a universal basic income
grant, which could take a graduated approach, can be implemented (Taylor, 2020).
This would be more in line with the progressive realisation for feasibility in the current
context of a shrinking tax base.
The second option would include strengthening or enhancement of the existing social
wage elements as part of the Social Protection Floor (Taylor, 2020). This option would
require an improvement of delivery and distribution of existing social wage benefits
and services. This option is more amenable to those arguing that social assistance
should not be seen at as the sole necessary element of the social protection floor. The
third option involves channelling unemployed youth and those not in education and
training (NEET) into training, link them to work placements, internships and a national
youth service programme, the social economy and care work (Taylor, 2020).
As Taylor (2020) argues, a basic income grant serves as a social entitlement for all
South Africans. Such an entitlement resonates with the right to social security as
entrenched in the South African constitution, section(s) [27(1)(c) and (2)] while
furthering the vision of a comprehensive social security system. The grant is universal
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and has no means test, thus avoiding many of the disincentives to work, that are
intrinsic in other social assistance systems. The BIG calculated on a per person basis,
would favour larger households that on average are poorer than smaller ones (Taylor,
2020). The latter is affirmed by experiences of other developing countries such as
India and Namibia as demonstrated by the BIG pilot projects in those countries.
As Taylor argues further, targeting of the poor within the context of a basic income
grant depends on the tax system, wherein appropriate tax reforms for the realisation
of the basic income grant are necessary, which can achieve very effective
redistribution (Taylor, 2020).

15.2. The redistributive benefits of taxes and transfers
Taxes and transfers reduce inequality in disposable income relative to market income.
The effect varies, however, across OECD countries. The redistributive impact of taxes
and transfers depends on the size, mix and the progressivity of each component.
Some countries with a relatively small tax and welfare system (e.g. Australia) achieve
the same redistributive impact as countries characterised by much higher taxes and
transfers (e.g. Germany) because they rely more on income taxes, which are more
progressive than other taxes, and on means-tested cash transfers (Pisu, Joumard &
Bloch, 2012).
Taxes and transfers have a significant redistributive impact. Inequality in income after
taxes and transfers, as measured by the Gini index, was about 25% lower than for
income before taxes and transfers on average in the OECD area in the late 2000s.
For the same period, poverty measured after taxes and transfers was 55% lower than
before taxes and transfers for the OECD average (Pisu et al, 2012). Various additional
points in this respect are however worth noting:

 Countries with a more unequal distribution of market income tend to redistribute
more.

 Cash transfers reduce income dispersion more than taxes in most OECD
countries, where on average, three quarters of the reduction in inequality
between market and disposable income are due to transfers, the rest to taxes.
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 The redistributive impact of cash transfers varies widely across countries.
Countries with a similar dispersion of household market income may follow
different redistributive strategies. In some, cash transfers account for a large
share of household disposable income, redistributing income mainly over the
life-cycle rather than across individuals. Old-age pensions often fall into this
category, and their progressivity is low in many countries. Some countries with
smaller cash transfers tend to rely more on targeted benefits.

 The personal income tax is the most progressive tax, although there are
significant cross-country variations. Social security contributions, consumption
taxes and real estate taxes tend to be regressive in most countries.

 Tax expenditures pertaining to personal income tax tend to benefit the well off,
a main exception being in-work tax credits.
Taxes and transfers are key policy levers to influence distributional outcomes.
Information based on household surveys suggests that OECD-wide, taxes and cash
transfers reduced the market income dispersion – as measured by the concentration
coefficient – by about 25% and relative poverty by about 55% in the late 2000s (Pisu
et al, 2012). Their redistributive impact tends to be high in the Nordic countries (Iceland
being an exception) and eastern European countries. It is low in Iceland, Korea and
Switzerland, all characterised by little market income dispersion, and in Chile. The
data suggest that there is a positive link between the redistributive impact of taxes and
transfers and the level of market income inequality. Focusing on the working age
population yields the same pattern. Cash transfers reduce income dispersion more
than taxes (Pisu et al, 2012).
Research findings document the substantial positive social impact of the Basic Income
Grant in terms of reducing poverty and raising living standards. This section discusses
an extensive body of research that supports the link between these results and
consequent social capital development.

Several transmission mechanisms are

important: nutrition and health, education, and social stability. While these
transmission mechanisms are addressed distinctly in the following discussion, the
important linkages and complementarities are also addressed (Samson et al, 2001).
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Both nutrition and education support health, and health raises not only the absorption
of learning but also the total return to education by extending lifespan. The expectation
alone of imminent improvements in these social spheres can improve social stability.
The recently Cabinet-approved human resource strategy recognises that poverty and
inequality limit “the ability of individuals, households and the government to finance
the enhancement of skills, education and training that are critical prerequisites for
improved participation in the labour market, and therefore, improved income.” In this
way, poverty reinforces a trap that keeps living standards low and growth prospects
dim (Samson et al, 2001).
The Basic Income Grant provides a social stake for the economically disenfranchised,
promoting social cohesiveness and investor confidence. “Research conducted in
working class townships around Durban revealed a link between violence and the
erosive effects of apartheid and poverty” Poverty creates vulnerability to crime, and
victimisation in turn erodes human and social capital and undermines access to
employment. “The shock of being victimised by crime makes the poor more vulnerable.
In some cases, heightened vulnerability may force victims to resort to criminal activity
as a means of survival”. Theoretical economic and empirical cross-country evidence
demonstrates that income transfers yield social benefits that increase private
investment and stimulate economic growth (Samson et al, 2001).
South Africa has a primary income Gini co-efficient of around 0.75. This is not
necessarily the highest in the world, but is amongst the highest. However, unlike many
other countries who effectively utilise their tax and transfer systems to improve their
secondary income distribution, SA only manages to reduce its Gini by 13%, to 0.65
(compared to many countries who are able to reduce their level of inequality to below
0.4); which is amongst the lowest in the world (as shown in the graph below), hence
leaving us as the most unequal country in world based on secondary income
distribution (post taxes and transfers). While our level of inequality will still be high, this
is an essential step in reducing our levels of inequality to more acceptable levels and
will provide a foundation to build on.
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15.3. Fiscal implications
The below costs estimates are made looking at scenarios, including age categorisation
and the possible value of the grant, which considers various set poverty lines. The age
categorisation takes into cognisance various age groups, looking at the possible cost
of each group category as well as the cost of when targeting the entire “missing middle”
group, i.e. all unemployed persons between the ages of 18-59. If progressive
realisation to the right of access to social security and social assistance were for
instance what is to take centre stage in the implementation of BIG, then the former
option, which looks at age group categorisation would be an option to consider, with a
view to later scale up as per the availability of resources.
Figure 17: Grant cost at different values

Grant
FPL
Age Group (Individual)
560
18-21
24 511
18-24
42 587
18-35
116 055
36-59
80 703
36-50
55 999
50-59
24 704
55-59
11 088
18-59
196 758

Costs Rmillion
LBPL
UBPL
810
1200
35 456
52 527
61 609
91 272
167 852
248 669
116 757
172 974
81 011
120 016
35 747
52 958
16 038
23 760
284 609
421 643

Source: Own work using SAMOD

The table above shows the estimates cost for a universal BIG. Implementing a BIG at
FPL initially only for those between the ages of 18 -21 could cost approximately R24.5
billion a year and will grow to around R116 billion when rolled out to everyone up to
the age of 35. Rollout to the whole cohort between 18-59 will cost around R197 billion
per year. Increasing the value of the grant from the FBL to the LBPL will increase costs
to around R284 billion per year and R421 billion if increased to the UBPL.

15.4. The Cost of Not Providing Income Support
Failing to extend the social security to cover the broader portions of the population is
one of the most significant impediments to the sustainable growth and development,
particularly with extreme levels of poverty and high inequalities such as those
witnessed in South Africa. It is emphasized that lack of social security systems is the
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most important obstacle for a country to realize its economic and social development
and to achieve the objectives of Millenium Development Targets (ILO, 2010a).
It is also clear that COVID19, which has further deepened the economic crisis, will
exacerbate the plight of the unemployed and poor in the country. It will increase and
deepen poverty and inequalities. Several households without work and income are
also set to increase. High-risk behaviour to access food supplies due to shortage of
food and starvation also becomes a probability. This risk behaviour can amongst other
consequences manifest itself in the form of continued protests, food riots, violence,
destruction of infrastructure and lawlessness. Political, social and economic
disruptions and sustained instability prevent economic development and undermine
democracy as Taylor (2020), argued.

15.5. The Value and Reach
The value of the grant should be sufficient to at least lift the individual out of poverty.
If we have a comprehensive income support system, which covers everyone at benefit
levels above the poverty lines, then we are likely to be able to eradicate poverty in line
with our NDP and SDG goals.
The cost to government for the grant is however, intricately linked to the value. Two
opposing views exist on this. With limited fiscal space, some may argue that it is
important to reach as many people as possible with a lower benefit, and others may
argue that it is better to provide a higher benefit and target it to fewer people that are
more vulnerable,. International consensus however is that countries should first aim
to reach as many people as possible (horizontal expansion) and then increase benefit
levels (vertical expansion). SA followed a similar approach with the roll out of the CSG.
Even if we do choose a very low value, we may not be able to reach everyone between
the ages of 18 to 59 immediately. Similar to CSG, progressive age expansion may be
required to fit within fiscal space. The most vulnerable groups in this category are the
youth between 18 and 24 and the elderly between 50 and 59 (due to historic reasons).
Targeting these groups first and then progressively expanding to other age groups
may be warranted.
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It is also important to note that in South Africa we have 3 poverty lines, an upper bound
poverty line, a lower bound poverty line and a food poverty line. It is recommended
that grants should at least be at the level of the food poverty line, but progressively be
increased to the lower bound poverty line.

16.

Beyond the Costs

From a purely accounting perspective, considering that the bulk of the population is
poor – the arguments against a BIG from a cost perspective may be that it is not viable.
Most developing countries have a low tax base with strong competition for the limited
resources that they can collect. If one purely looks at the availability of resources, it is
easy to fall into the mind-set of social protection being unaffordable. However, if one
looks at the economic arguments and realise that it is people who drive economies,
and infrastructure, etc. are merely enabling factors – then it makes sense to protect
and invest in people over the course of their lives. Social protection often acts as an
automatic stabilizer.
When economies grow, contributions and taxes can be used to cool off the economy
to prevent it from overheating and when the economy shrinks, it can provide income
and other forms of protection to those who are adversely affected thus preventing
household spending from falling dramatically and thus limiting the effects of a
downswing. These benefits however are more known to wealthier economies with
adequate social security provisions. A social protection floor acknowledges that those
countries with large informal economies often do not have adequate protection for
those outside of the formal arrangements. A floor thus seeks to extend these benefits
to everyone in society. From an economics and philosophically from a rights
perspective, it will promote human capital development and basic human rights and to
some extend reduce poverty and inequality. Hence, from a political stability point of
view, it can be argued that the current level of inequality in South Africa is
unsustainable and thus the question is not whether basic social protection is affordable
but whether we can afford not to provide it.
On reviewing numerous social protection systems across the world, from those who
spend huge portions of their GDP on social protection to those who spend a smaller
proportion, the ILO concludes that it is not feasible to determine (or debate) whether
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social protection is feasible from a cost perspective. There is no magical number or
ratio to GDP that can be used to benchmark whether countries are spending enough
on social protection; or whether spending over a particular ratio results in spending
becomes unsustainable. Affordability is not so much an accounting concept, but a
more philosophical concept of “willingness to pay” and that “willingness to pay
determines affordability”. In a South African context, being an upper middle-income
country, we have more than enough resources to ensure that no one in the country
goes hungry and that no one lives below the poverty line. Thus, from an economics
and philosophical perspective it can thus be argued that implementing a basic social
protection floor is not only affordable but also essential.
In South Africa 65% of income goes to 10% of the population, and the bottom 50% of
the population only share in approximately 6% of the country's income. To provide a
universal grant to everyone in the country at the level of the food poverty line (R560)
will have a significant impact on income distribution in the country. A 10% increase in
taxes across the board for everyone, or a solidarity tax of 10%, can potentially raise
sufficient funds to provide a universal basic income grant at the food poverty line. A
10% tax increase can easily be implemented through a below inflation tax bracket
adjustment over a couple of years. This is common practice in government and most
people will not even notice or feel the impact. Even though taxes are increased for
everyone – when this is offset by the universal benefit paid to everyone; 90% of the
population will be in better financial position. Only the richest 10% of the population
will be slightly worse off.
The richest 10% of the population’s shares of income is approximately R1.8 trillion.
They only need to forgo around R180 billions of their share of income for the country
to eradicate hunger. This is only 10% of their share of income and their total share of
income will remain at around 60% of total income. Average income in this group is
approximately R1.1 million per annum, before taxes and transfers around R900
thousand after. With a further tax increase to fund a universal BIG at the FPL, their
average income will drop to around R840 thousand per annum. A R60 thousand
decrease to the average income of wealthiest 10% of the population can eradicate
hunger in the country. This group will still have the “lion’s share” of the country's
income – i.e. more than 60% will still accrue to the riches 10% of the population. This
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loss of 5% of their income is a small price to pay and will go a long way in significantly
reducing hunger and food insecurity/ poverty.

17.

Conclusion

It is worth noting that the South African government has over the past two decades,
endeavoured to deal with the challenge of poverty, inequality and unemployment with
limited success. Poverty and unemployment have distressingly remained high ever
since the new dispensation. The current COVID-19 Pandemic, which has ravaged the
entire globe unfortunately, does not make the situation any better. Poverty has more
or less become the fate of most South Africans, particularly the black majority.
Albeit the country has a relatively good basic social security system, including social
assistance, there is still significant coverage gaps, where all those of working age, but
without any form of employment are left to languish in the margins of society. Every
government that regards itself as the government of the people would need to be seen
prioritising the needs of those with no means of support. The South African
government therefore has a duty to “ensure that those aged 18 to 59 with minimal or
no income have access to social assistance, through inter alia the introduction of a
basic income grant.

On face value, and particularly looking at current fiscal

environment, an immediate response to calls for the Basic Income Grant would be that
it is unaffordable.
However, and as argued through this paper, looking at the South African situation, the
question is more about whether there is willingness to implement than availability of
resources. Key to successfully implementing the BIG is a response to certain critical
questions. One such decision would be how fast does the country wants to implement,
the answer to which will determine whether a means tested or universal BIG would be
the way. Another key decision would be the one relating to the value of grant, which
would be influenced by what the objective of the grant is, whether to reduce hunger,
poverty or improving the standard of living of our people. Another critical decision
would relate to an idea around the increase of taxes to accommodate the grant. It can
be concluded therefore that the BIG is an affordable option for South Africa with
several feasible financing options.
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