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ExEcutivE   
Summary

The government of South Africa has over 
the past two decades made efforts to deal 
with the challenge of poverty, inequality and 
unemployment without considerable success. 
The levels of these indicators have remained 
alarmingly high since the dawn of democracy 
and look set to be so in the foreseeable future. 
For a relatively large portion of South Africans, 
poverty is unfortunately a permanent state. 

Whilst the country has a relatively good basic 
social security including social assistance, the 
system still has a significant coverage gap 
(mainly providing for adults in poverty). This 
is compounded by the fact that the monthly 
grant amounts are generally insufficient to 
meet the recipient’s basic needs. These issues 
combined with the nature of the country’s 
structural unemployment in the face of a 
changing global economy that marginalises 
unskilled workers; underscores the need for 
social security reforms. This is a process which 
the South African government initiated over 
the first decade of democracy but delayed 
any meaningful progress in the last decade of 
democracy.

The idea of a Basic Income Support (BIS) has 
been gathering strength over the past few 
years with countries such Namibia, Kenya, 
Canada, Finland and united States all having 
completed, or in the process of piloting the 
idea.  The idea however is not new, a number 
of philosophers such as Juan vives (1526) and 
Thomas Paine, 1797 (Ortiz, Behrendt, Acuna-
ulate, & Nguyen, 2018) have since the sixteenth 
century advocated for some type of minimum 
universal income to reduce social problems and 
to guarantee social justice. 

A basic income support refers to “…an income 
paid by the state to each full member or 
accredited resident of a society, regardless of 
whether he or she wishes to engage in paid 
employment, or is rich or poor or, in other 
words, independently of any other sources of 
income that person might have, and irrespective 
of cohabitation arrangements in the domestic 
sphere” (raventós, 2007, p. 8). 

The idea of BIS is essentially founded on three 
characteristics (de Wispelaere & Stirton, 2004): 
(a) universality,  in that it should be open to all, 
(b) Individuality, in that it should be designed to 
cater to individuals, and (c) un-conditionality, 
in that it should be unqualified. Generally, those 
in favor of a BIS argue that it provides a regular 
and predictable income as a universal and 
unconditional entitlement, thereby reducing 
poverty and inequality more effectively than 
means-tested schemes and buffering the 
possible displacement of jobs by technology 
(Ortiz, Behrendt, Acuna-ulate, & Nguyen, 2018). 
Furthermore, a BIS has the potential to promote 
an individual’s dignity and human rights by giving 
them the space to engage in different forms of 
work that are not rewarded by the market, such 
as domestic work, care work and volunteering. 

This has proven to be true especially in the many 
pilots that have been conducted globally. Whilst 
no nation has yet implemented a full-scale BIS 
model, countries such Namibia, Kenya, Canada, 
Finland and united States have all completed, or 
are in the process of piloting the idea of a BIS. 
In Kenya, a 12-year pilot on the BIS is currently 
underway to determine amongst others the 
effects of a BIS on the; economic status, time 
use, risk-taking, gender relations and “outlook 
on life” of participants against a control group. In 
Namibia, the results of the two-year basic income 
grant pilot (in one of the poorest districts) showed 
significant declines in poverty and inequality as 
well as improved economic activity within the 
community. 
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The lockdowns, to curb transmissions of the 
COvId-19 virus, have caused jobs losses, 
endangered livelihoods and heightened 
exposure to violence, the impact of which will 
be felt for years to come.  States, particularly 
those who are signatories to the uN 
International Covenant on Economic Social and 
Cultural rights (ICESCr), are under obligation 
to take measures to prevent, or at the very 
least, mitigate these impacts1. A recent World 
Bank (2020) report provides an overview 
of measures put in place by 84 countries as 
part of their COvId-19 response. The majority 
introduced social assistance and/or used their 
flagship social protection schemes to scale up 
transfers to those citizens most effected by the 
pandemic. 

Nevertheless, the potential impact of BIS 
on poverty and inequality also hinge on 
key design parameters with regards to; the 
level of benefits and their capacity to meet 
people’s needs, coverage, as well as on the 
way in which the BIS is financed (Ortiz, 
Behrendt, Acuna-ulate, & Nguyen, 2018). 
In essence, a BIS would be able to reduce 
poverty and inequality only if it provides for 
adequate benefit levels (monthly amount) 
and coverage as well as if it’s financed in a 
sustainable and equitable way. 

The central critiques against the BIS are that the 
system would; (i) serve as a negative incentive 
for people to seek employment and (ii) that it 
would be too expensive to implement. The first 
argument assumes that people will suddenly 
stop seeking employment when they receive 
the benefit. This is a similar kind of argument 
often made against social grant beneficiaries, 
which has been proven to be false (dSd, SASSA 
and uNICEF, 2012). In fact, studies indicate that 
guaranteeing a minimum income becomes a key 
means to enabling people to engage in sustained 
and sustainable economic activity (including job 
seeking activities). Secondly, the definition of BIS 
does not specify the level at which it is paid or 
how it interacts with the wider system of social 
security payments. In other words, the question 
of whether BIS is unaffordable is underspecified 
as it depends upon the specifics of the scheme or 
proposal, as well as what is meant by ‘affordable’. 
depending on the design, benefit amount, 
approach and other factors, a meaningful and 
phased-in BIS in South Africa could cost as little as 
r37 billion per annum. This is not only affordable 
but is also consistent with the fiscal responsibility 
deemed necessary. The paper highlights a number  
of ways in which the country could  finance the 

proposal (including government expenditure 
re-prioritization, raising tax revenues, and some 
good financial governance) in addition to the 
potential long term savings that would result 
from BIS (such as better educational and health 
outcomes amongst other). 

As part of this research, key informant interviews 
were conducted with a number of expert 
individuals from government, academia and 
civil society to get their views on the BIS. All of 
the key informants agreed that South Africa’s 
social security system should be reviewed, 
including the ability of the system to cater for 
adults in poverty. All of them also agreed that 
a BIS is an ultimate ideal solution to closing the 
current social security gap in South Africa.  

The paper also explored basic costing scenarios 
to get a sense of what the BIS would cost the 
country. The cost options include an ideal 
scenario, a sort of vision for the country, where 
everyone is entitled to a basic income grant. 
under this scenario, at a starting amount of 
r561 a month (lower bound poverty line in 2019 
prices) for roughly 56.5 million South Africans, 
the BIS would cost the state around r380 billion 
per annum. This is the gross cost before taking a 
number of factors into consideration that would 
potentially recoup back some of the amount 
including via value Added Tax (vAT). Other 
scenarios include a phased in approach of the 
BIS, where some 10.5 million unemployed adults 
between the ages of 18 – 59 years are targeted 
for the benefit. 

...bis is an ultimate ideal
solution to closing the
current social security gap
in south Africa.
Overall, coupled with a number financing 
strategies, the implementation of a BIS in South 
Africa is; feasible, affordable, would contribute 
to economic growth and job creation, and 
similar to social grants, the BIS would ensure 
many households in the country have improved 
food security, health and educational outcomes, 
resulting in long-term impact on poverty 
reduction.

1 Committee on Economic, Social and Cultural rights Statement on 
the coronavirus disease (COvId-19) pandemic and economic, social 
and cultural rights E/C 12/ 2020/1 6 April 2020 p.1
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chaptEr 1: 
INTROdUCTION

Over the past few years, the topic of social 
protection has become elevated in prominence in 
discourses on the local, regional and international 
policy agenda. The realisation that economic 
growth and conventional development policy 
measures alone are not enough to combat 
poverty, is increasingly being acknowledged. 
Since the dawn of democracy, South Africa has 
sought to address poverty and inequality with 
a wide range of initiatives, including the use 
of social assistance programmes to support 
redistributive measures. 

South Africa’s Constitution confers upon all 
those eligible, the right to social security, 
including ‘appropriate social assistance’ for 
those unable to support themselves and their 
dependents. The Constitution highlights the 
progressive realisation of this right (meth, 
2002). As such, the country has an extensive 
social transfer system that benefits a quarter of 
the population, that is, close to 18 million low-
income South Africans have access to means 
tested social grants (SASSA, 2018). despite 
this, a recent report by the World Bank (2018) 
highlights that South Africa remains one of the 
most unequal countries in the world and that 
in fact, inequality has increased since the end 
of apartheid in 1994. 

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 that marginalises 
unskilled workers, underscores the need for a 
reform of the country’s social security system. 
This is a process which the South African 
government initiated over the first decade 
of democracy but delayed any meaningful 
progress in the last decade of democracy. 

A well-designed social protection system 
should reduce risks associated with the 
inability of many to enter the labour market, 

long-term unemployment, or loss of work 
and contribute to household income security 
and social cohesion. Whether funded by the 
fiscus or mandatory contributions, the system 
should share risks across the population. It 
should also be able to offer great protection 
to those that need it most, and promote 
human dignity and equality as enjoined by 
the Founding Provisions outlined in Chapter 
1 of the Constitution. 

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 proffered to expand income support 
to vulnerable members of society, especially for 
those between the ages of 18 and 59 years. Whilst 
government’s initiatives through a National 
minimum Wage, labour market interventions and 
wage subsidies aimed at reducing poverty and 
inequality should be commended, these cannot 
be seen as substitutes for the Constitutional 
injunctions of the right of access to social 
security, human dignity and equality.

COvId-19 pandemic has underscored the critical 
role of adequate investment in public health, 
comprehensive social protection programmes, 
dignified and decent work, and access to food, 
water, sanitation systems and housing. 

The pandemic has also intensified the 
intersecting forms of inequality including 
income and wealth within our country, and 
gender inequality. The lockdowns to curb 
transmissions of the virus have caused jobs 
losses, endangered livelihoods and heightened 
exposure to violence, the impact of which will 
be felt for years to come.  To this end, many 
countries introduced and or scale up their 
existing social protection programmes, with 
some moving towards a universal basic income. 
A recent World Bank (2020) report provides 
an overview of measures put in place by  

“I’m now convinced that the simplest approach will prove to 
be the most effective — the solution to poverty is to abolish it 
directly by a now widely discussed measure: the guaranteed 

income.” martin Luther king jr. (1967). 
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84 countries as part of their COvId-19 response. 
The majority introduced social assistance and/
or used their flagship programmes to scale up 
transfers to those citizens most effected by 
the pandemic. 

The South African government directed r50 
billion towards COvId-19 social relief measures. 
This included increasing the Child Support 
Grant by r250 for a month, providing an 
additional r500 a month for five months to the 
caregivers of children who receive the Child 
Support Grant, increasing the other grants 
amounts by r250 a month for six months. It 
also introduced a new special COvId-19 Social 
relief of distress grant of r350 a month for six 
months to individuals who are unemployed and 
not receiving any other form of social grant or 
uIF payment2. 
The purpose of this paper is to examine the 
introduction of a Basic Income Support (BIS) 

system in South Africa to address current social 
security gaps. Chapter 2 provides a context 
background in South Africa as well as a general 
overview of BIS including a few case studies. 
Chapter 3 focuses on the global case for a 
BIS including its assumed costs and benefits. 
Chapter 4 provides detailed analysis into why 
the country should consider implementing the 
BIS, including expert views from key informants 
from different sectors including government, 
civil society and academia. Chapter 5 highlights 
simple calculations and costs of the BIS as 
well as the potential funding streams for the 
programme before the paper concludes in 
Chapter 6.

2 Statement by President Cyril ramaphosa on Further Economic 
and Social measures in response to COvId-19, 21 April 2020.

the purpose of this paper is to examine the 
introduction of a basic income support (bis) system in 

south Africa to address current social security gaps.
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chaptEr 2: 
BACkgROUNd

South Africa has made some efforts to reduce 
poverty over the past two decades. However, 
the persistent high level of inequality has 
constrained this progress and as a result, the 
country’s poverty rates remain relatively high 
(dPmE, Stats S.A, World Bank, 2018). In fact, 
over forty percent (40%) of the population in 
South Africa can be considered chronically poor 
at the lower bound poverty line of r810 in 2019 
prices. The problem is further exacerbated by 
high unemployment levels which have remained 
a key challenge for government as the country 
struggles to achieve higher levels of growth to 

generate sufficient jobs. According to Stats SA 
(2019), South Africa’s unemployment rate stood 
at 29.1% in the fourth quarter of 2019 using the 
official narrow definition and was estimated 
at 38.7% using the expanded definition, with 
almost 10.4 million people unable to find work. 
For the remainder of the paper, unemployment 
will refer to the expanded definition (which 
considers and includes discouraged work-
seekers) as it provides a more accurate 
reflection of the situation in the country.
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Q4:2009 Q4:2019
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31,3%

27,2%

SA: 29,1%

42,4%

35,5%

SA: 38,7%

OFFICIAL UNEMPLOYMENT RATE 
29,1% (Remained unchanged Q/Q) 

EXPANDED UNEMPLOYMENT RATE 

38,7% (+0,2 % Point Change Q/Q) 

10,4 million
people were unemployed in Q4:2019

An increase of 109 000 q/q

Expanded  Definition includes  the following

- Official unemployment (searched and available) 6,7 M

- Available to work but are/or
• Discouraged work-seekers 2,9 M

• Have other reasons for not searching 0,9 M

6,7 million
people were unemployed in Q4:2019

A decrease of 8 000 q/q

Graph 1: south Africa’s unemployment rate (official and unofficial definition) 
over the past ten years. Source: Stats S.A 2019
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Graph 2: inequality in south Africa versus other select countries. 
Source: International labour Organisation (2018).
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While employment has increased in absolute 
terms since the onset of democracy (from  
7.9 million people in 1994 to 16.3 million in 20193), 
employment growth has not matched either 
population growth or the rate of worker supply. 
Consequently, employment rates as a share of 
the population aged 15 or older has fallen as a 
share of labour force participation, from 45.7% 
in the year 2000 to 36.8% in 2019. 

South Africa is also ranked as one of the most 
unequal (income) countries in the world with a 
Gini coefficient of 63.9 (ILO, 2018). The country 

is characterised by high wealth inequality which 
has an adverse effect impact on the reduction 
of extreme poverty. According to a report by the 
department of monitoring and Evaluation (dPmE), 
Stats S.A and the World Bank (2018), inequality 
in the country also appears to be passed down 
from generation to generation, implying that 
little has changed with regards to inequality over 
time, which may perhaps be an indication of the 
worsening of an already bad situation. 

3 Statistics South Africa, 2019.

... employment rates as a share of the population aged 15 
or older has fallen as a share of labour force participation, 

from 45.7% in the year 2000 to 36.8% in 2019.
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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 the South African government initiated 
during the first decade of democracy, but 
delayed any meaningful progress since then 
(Samson, et al., 2001). 

The latest proposals and recommendations 
made by the Inter-departmental Task Team on 
Social Security reforms, which have been under 
discussion for more than a decade (at least since 
the year 2007), fall short of filling a critical gap, 
that is, responding to the plight of unemployed 
people between the ages 18 – 59 years, and their 
dependents. Currently, the only non-contributory 
social assistance available to this category of 
poor persons are the disability Grant, the Foster 
Care Grant and the modicum provision of social 
relief of distress up to six months in the case 

The graph below also provides 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 top 10% richest population held over 
60% of the national income in 2018, whilst 50% 

of the population held less than 10% of the 
national income.  This was in contrast to 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.

Graph 3: Population percentage share of National income by country
Source: (Assouad, Chancel, & Morgan, 2018)
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... in south Africa, the top 10% richest population held 
over 60% of the national income in 2018, whilst 50% of the 

population held less than 10% of the national income. 
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of destitution. In terms of contributory social 
insurance, those in formal employment can 
access the unemployment Insurance Fund (uIF), 
if they become unemployed (for a maximum of 
12 months). However, it should be noted that 
people working in the informal economy do not 
enjoy such a benefit. For a large majority of them, 
a day spent not working means no guaranteed 
income and this was highlighted more during 
the initial stages of the country’s lockdown due 
to the COvId-19 pandemic. 

Whilst the government would argue that 
the best solution to solve this social security 
gap (18 – 59-year olds) is the creation of 
jobs, policy interventions have not increased 
the employment opportunities. Current and 
former public job-creation interventions, 
aimed at raising the employability of people, 
have not produced the desired results of 
reducing poverty and inequality. In essence, 
if we use South Africa’s unemployment rate 
(which has remained stubbornly high since 
the advent of democracy) as a benchmark of 
success for these programmes and initiatives, 
the current labour market interventions need 
to be complemented by a more expansive 
social security system that responds to the 
needs of those rendered unable to support 

themselves and their dependents. Section  
27 (C) of the Constitution affords everyone 
this right to social security. 

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 mandatory contributions, the 
system should share risk across the population, 
offering greatest protection to those that need 
it most and promoting human rights, dignity and 
equality as enjoined by the founding provisions 
outlined in Chapter 1 of the Constitution. 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 proffered to expand income support to 
vulnerable members of society, especially those 
between the ages of 18 and 59 years. Whilst 
government’s initiatives through a National 
minimum Wage, labour market interventions 
and wage subsidies aimed at reducing 
poverty and inequality should be commended, 
these cannot be seen as substitutes for the 
Constitutional  right of access to social security, 
human dignity and equality.
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While the definition of BIS in its purest form is 
clear enough, it is worthwhile highlighting what 
BIS is not. Firstly, BIS is not a participating 
income, that is, the payment of a sum of 
money to all citizens who are able to work 
and who are engaged in some kind of activity 
that is deemed socially useful (which includes 
remunerated employment, voluntary work, 
domestic labour, studying etc.) (raventós, 
2007, p. 11). A BIS does not require recipients 
to satisfy a participation requirement as a 
condition of support. Secondly, BIS is not a 
negative income tax. In other words, it is not 
a uniform, refundable tax that guarantees a 
minimum income through taxation policy. And 
lastly, BIS should not be confused with any 
kind of temporary unemployment benefit or 
dole system whereby an individual receives 

payment from the state so long he/she is unable 
to find paid work, but once they find a job, the 
payment stops (raventós, 2007, p. 11). 

In essence, a basic income support is not a 
grant, subsidy or conditioned unemployment 
benefit of any kind, because the only requisite 
for receiving it is citizenship or accredited 
residence. 

This is a contrast to most social assistance 
systems around the world including South 
Africa’s, where the requirements and eligibility 
to receive a social grant include age, income 
threshold,  ability to work or find employment 
as well as the fact that most programmes are 
not universal. 

2.1  CONCEPTS/dEfINITIONS Of BASIC INCOME 

Un-conditionality: 
BIS should be 
unqualified (or it 
should employ 
conditions that 
do not violate 
inclusiveness).

the idea of bis is essentially 
founded on three characteristics 
(de wispelaere & stirton, 2004):

Universality: 
In that it should be 
open to all (although 
some proponents of 
BIS advise starting in 
a specific domain and 
then “universalise” it 
gradually over time);

individuality: 
BIS should be 
designed to cater 
to individuals, not 
households, since 
it is considered 
a truly individual 
right and;

A basic income support refers to “…an income 
paid by the state to each full member or 
accredited resident of a society, regardless of 
whether he or she wishes to engage in paid 
employment, or is rich or poor or, in other words, 

independently of any other sources of income 
that person might have, and irrespective of 
cohabitation arrangements in the domestic 
sphere.” (raventós, 2007, p. 8). 

1 2 3

“Give all citizens a modest, yet unconditional income, and
let them top it up at will with income from other sources.”

Philippe van Parijs (2003)
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2.2. dISCOURSE Of BASIC INCOME SUPPORT

About 20 to 30 years ago, the concept of Basic 
Income was virtually limited to academic circles 
and had little impact beyond them. A number 
of philosophers such as Juan vives (1526) and 
Thomas Paine, 1797 (Ortiz, Behrendt, Acuna-
ulate, & Nguyen, 2018) have since the sixteenth 
century advocated for some type of minimum 
universal income to reduce social problems and 
to guarantee social justice. The concept was 
also largely concentrated in Europe during the 
80’s and 90’s (raventós, 2007). However, today 
the concept with its many names including; 
universal Basic Income, Basic Income Support 
and unconditional Income Support, is no 
longer uncommon in non-European countries. 
Countries such as South Africa, Brazil, mexico 
and Namibia have all explored the idea of 
introducing some form of a Basic Income 
Support. This appeal can partly be linked to 
major social-economic trends around the globe 
including stubborn enduring levels of poverty 
and growing inequality. The focus on the idea is 
also rooted in the perceived risks of job losses 
due to technological advancement including the 
Fourth Industrial revolution (Zheng, Guerriero, 
Lopez, & Haverman, 2017, p. 2).

movements and 
organisations in favour of 
basic income support have 
also grown considerably 
over the past two decades...
movements and organisations in favour of Basic 
Income Support have also grown considerably 
over the past two decades, with the Basic 
Income Earth Network (BIEN)4 being arguably 
the most prominent one. 

Founded in 1986, the BIEN aims to serve as 
a link between all individuals and groups 
interested in basic income and to foster 
informed discussion on this topic throughout 
the world. The mission of the Basic Income 
Earth Network (BIEN) is to offer education to 
the wider public about alternative arguments 
about, proposals for, and problems concerning, 
basic income as idea, institution, and public 
policy practice. To this end, BIEN organises 
public conferences around the world on an 
annual basis in which empirical research and 
new ideas are disseminated and discussed 

(BIEN, 2018). In addition to these movements, 
there has also been a new global policy 
approach of the Social Protection Floor which 
was endorsed by the International Labour 
Organisation (ILO) and other united Nations 
agencies, G20, and the World Bank. The social 
protection floor initiative is an integrated 
set of recommendations for countries to 
guarantee income security and access to 
essential health care and social services for 
all their people across their life cycle (Perkiö, 
2014, p. 3). It essentially emphasises the need 
for countries to implement comprehensive, 
coherent and coordinated social protection 
policies and seeks to re-establish the case for 
universalism within a development context. 
As such, these major organisations including 
the ILO and World Bank have brought the 
idea of a Basic Income Support as a possible 
new alternative approach to social policy 
(including BIS as an alternative to highly 
bureaucratic and complicated systems of 
targeted and conditional social security).

Today, no nation has yet implemented a full-
scale BIS model, but this is changing with 
many countries across the globe piloting 
the notion. Countries such Namibia, Kenya, 
Canada, Finland and united States have all 
completed, or are in the process of piloting 
the idea of a BIS. Similarly, the idea of BIS in 
South Africa has been mooted since the Taylor 
Committee of Inquiry into a Comprehensive 
Social Security System (2000), with strong 
support coming from the ruling party’s (African 
National Congress) allies including trade 
union movements, a number of opposition 
parties including the democratic Alliance as 
well as various civil society organisations and 
segments of organized business (matisonn & 
Seekings, 2002, p. 1). 

However, universal cash transfers are currently 
available in forms of child benefits or pensions. 
The only challenge with these is that they 
seldom address the working age population 
(Perkiö, 2014). Nevertheless, the section below 
highlights BIS case studies of four countries 
namely Namibia, India, Finland and Kenya.

4 https://basicincome.org/
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2.3 ExPERIENCES Of BASIC INCOME SUPPORT: 
 CASE STUdIES IN NAMIBIA, INdIA, fINlANd ANd kENyA

2.3.1 Namibia: The BIG Experiment in the Otjivero-Omitara village (2008 – 2009)

The Namibian pilot project was initiated by 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 (Haarmann, et al., 
2009). The pilot project started in January 
2008 and was run for two years, with funds 
raised through voluntary contributions from 
supporters of the idea from all sections of 
the Namibian society, and by support from 
people, churches, organisations and donors 
in other countries. The pilot was conducted 
in Otjivero-Omitara, a low income rural area 
about 100 kilometres east of the capital 
Windhoek characterised by deprivation, 
unemployment, hunger and extreme poverty 
(Haarmann, et al., 2009). 

A total of 930 inhabitants received a monthly 
grant of 100 Namibian dollars (or 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. First a baseline survey was conducted 
two months before the first pay-out of the 
BIG in November 2007. The survey collected 
retrospective and 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. Thirdly, 
information was gathered 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 particular individuals living in the area were 
carried out (Haarmann, et al., 2009). 

The introduction of the BIG ignited hope 
within the community and the pilot ultimately 
produced significant results (Haarmann, et al., 
2009) including improved:

economic Activity
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 
both for pay, profit or family gain, as well as 
self-employment. The BIG also increased the 
purchasing power of the inhabitants, thereby 
creating a market for products of the new 
businesses established as a result of the BIG. 

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).

before the biG, 76% 
of residents fell below 
the poverty line, this was 
reduced to 36% within 
one year of introducing 
the Pilot.
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 
weight-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.
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2.3.2 India: Three Projects Piloting the unconditional Cash Transfer (2010 – 2014)

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 drop-out 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%. drop-out rates at the school fell from 
almost 40% in November 2007 to 5% in June 
2008 and further to almost 0% in November 
2008.

Whilst the campaign and the Otjivero-Omitara 
experiment have generated widespread 
public debate on the BIG, and despite all the 
positive outcomes from the pilot, the Namibian 
government remained unconvinced about 
the introduction of a BIG and have to some 
extent questioned the results of the pilot. The 

Government has since opted to introduce a 
program intended to alleviate poverty through 
economic growth. The BIG was replaced by 
the traditional economic orthodoxy of endless 
growth and continued inequality. 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.

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, p. 18). 
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Several NGOs in India have conducted pilot 
projects on universal unconditional cash 
transfers which were led by the Self-Employed 
Women’s Association (SEWA), a well-known 
trade union that has defended the rights of 
women with low incomes in India for over 
40 years (Perkiö, 2014, p. 7). The first of the 
pilot projects (financed by united Nations 
development Programme, uNdP) was launched 
in 2010 in a low-income 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, p. 7). The project randomly assigned eight 
villages where everyone received the grant, 
while the other similar 12 villages were used as a 
control group, where no one received the grant. 
A third pilot, with extra financing from uNICEF, 
ran in two similar indigenous villages; one where 
everyone received the grant and one where no 
one did. 

Every adult man and woman in the villages 
where pilot projects were conducted was 
given a grant of 200 rupees (about 3.75 uS 
dollars) per month and every child under the 
age of 14 was given 100 rupees per month. 
After one year, the amounts were increased 
to 300 rupees for adults and 150 rupees 
for children, these amounts were equivalent 
to about 20 to 30% of household income for 
lower-income families. As such, the amounts 
were enough to make a difference in meeting 
the basic needs but not enough to substitute 
paid employment (Perkiö, 2014, p. 7). A total 
of about 6 000 individuals in eight villages 
received the grants for 12 to 17 months, and 
over 15 000 individuals including those in the 
control villages were covered by the surveys. 
In the selected villages, grants were provided 
to every person registered as a resident at the 
outset of the project, the only requirement 
being that they opened a bank account for 
the transfer of funds within three months of 
the launch. Transfers for children under the 
age of 18 went to their mothers or designated 
guardian (in the absence of a mother). The 
situation before, during and after receiving 
the grants was evaluated by use of three 
rounds of statistical surveys and a large set 
of case studies, comparing the changes in 
the period with what happened to a control 

group that did not receive grants. The results 
of the pilots were as follows (Perkiö, 2014):

economic Activity
Cash Transfers were associated with an 
increase in labour and work, especially own-
account work (self-employed) on small farms. 
This effect was especially notable for women 
and indigenous communities. The pilots 
reported that households which received the 
cash grants were three times more likely to 
start a new business or production activity than 
households that did not receive the cash grants. 
Furthermore, the number of livestock owned by 
cash recipients and investments in agricultural 
implements increased, contributing to better 
agricultural yield, improved nutrition as well as 
savings and insurance. 

Nutrition and diet
Cash grants reduced hunger and malnutrition 
and improved food sufficiency. The evaluations 
showed that grant recipients were significantly 
more likely to have enough income for their daily 
food needs than those in the control group. The 
grants also led to more varied diets, with greater 
relative consumption of fruit and vegetables. 
The amount of households that reported that 
their income was sufficient for their food needs 
increased from about 50% in the baseline to about 
78% and a further 82%. Lastly, income grants were 
associated with an improvement in children’s 
weight-for-age, with the most considerable effect 
being among young girls. 

school Attendance
The evaluations highlighted that school 
attendance for children in cash-grant-receiving 
households became three times more regular 
than in the control villages. Cash recipients 
incurred greater expenditure on schooling of 
their children than households which did not 
receive the cash grants. 

Furthermore, children’s school marks improved 
in 68% of the families that received grants and 
grants-receiving households were more likely to 
send their children to schools located at a greater 
distance from their homes or to private schools. 

social relations
The evaluations also observed some 
improvements in women’s status within 
the household and increased economic 
independence.

The cash transfer pilot projects in India have 
drawn enormous public and political interest. 
Impressed by the positive results, the 
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2.3.3 The Finnish universal Basic Income Experiment (2017-2019)

In January 2017, exactly 2,000 people across 
Finland, randomly selected from the ranks of 
the recipients of governmental unemployment 
benefits, received their first monthly instalment 
of BIS. The experiment was more about a 
partial basic income targeting able-bodied 
without work. Included in the sampling were 
all individuals between the ages of 25 and  
58 years to whom KELA (the Finish Social 
Security Agency) paid a labour market subsidy 
or basic unemployment allowance in November 
2016 for some other reason than a temporary 
layoff (Kela, 2016). The following groups were 
not included in the random sample:

•	 Anyone	who	is	under	25	or	over	58	years
•	 Those	 who	 did	 not	 get	 a	 labour	 market	

subsidy or basic unemployment allowance 
payments from Kela in November 2016

•	 Those	who	were	paid	labour	market	subsidy	
or basic unemployment allowance in 
November 2016 on account of a temporary 
layoff.

Those selected for the experiment could 
not turn it down, because that would skew 
the results (Kela, 2016). The experiment was 
designed to ensure that no participant will 
suffer negative financial consequences. A total 
of 560 Euros (or approximately r9, 341) was 
paid monthly to each participant (for a period 
of 24 months), unconditionally and without 
means testing. Any recipient who took a job 
during the trial continued to receive the same 
amount (Lehto, 2018, p. 28). 

Although 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 is making 
changes that are taking their social security 
system further away from a basic income, with 
their parliament passing 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 
don’t 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.

Nonetheless, the Finnish social security agency 
conducted an evaluation of the programme 
from October 2018 with some preliminary 
results.  According to KELA, the preliminary 
results show that Basic Income recipients did 
not have more workdays or higher incomes 
than those in the control group. despite the fact 
that basic income recipients had clearly better 
incentives to work, there were no statistically 
significant differences between the groups. 
The results show that among the young and 
the long-term unemployed other obstacles for 
work, such as outdated skills and health issues, 
are more important than financial incentives. 
However, the research team emphasizes that 
results are based on a one-year follow up, 
arguably not enough time for results to show.

Furthermore, KELA also highlights that the 
Finnish government introduced a new “activation 
policy” as highlighted earlier, into the Finnish 
unemployment system at the beginning of 2018 
– during the second year of the experiment – 
which contaminated the control group. As such, 
the organisation highlights that it is now no longer 
possible to see if the differences between the 
experiment and control groups are due to basic 
income or due to tougher conditionality faced by 
the control group.

government has begun introducing new cash 
transfer programs under the title of direct 
Benefit Transfers in some parts of India. 
The cash transfers are intended to replace 
the existing programs of subsidised food 
and kerosene and guaranteed employment. 
According to the government’s own estimate, 
those programs are very inefficient in 
reaching the target groups (only 27% of the 
government’s spending eventually reaches 

the poor), market-distorting and deeply 
corrupted (Perkiö, 2014). Nevertheless, the 
implemented cash transfers are not universal, 
but targeted only to the low-income groups. 
They have also been criticized for the excessive 
rush in implementation, design faults and 
politicisation of the program (including the 
programme being used to score votes by 
politicians) (Perkiö, 2014, p. 9).
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2.3.4  Kenya: A 12 Year Project of the universal Basic Income (2016 – Current)

The pilot project in Kenya, which has informally 
been dubbed by media as the largest basic 
income trial in history, was launched by an 
America non-profit organisation, Givedirectly, 
in October 2016 (Beresh, 2018). 295 villages, 
encompassing 14, 474 households in two 
counties (province equivalent) in Kenya, were 
randomly assigned to one of four groups:

a Control Group: 100 villages that do not  
receive payments;

b Long-Term uBI: 44 villages in which adults  
(over 18 years old) receive sufficient income 
for basic needs, about uS$0.75 per day,  
or $22 (about 310 rands) per month for  
12 years;

c Short Term uBI: 80 villages where adults 
receive sufficient income for basic needs, 
about $0.75 per day or $22 per month for  
2 years;

d Lump Sum uBI (or uBI Cash Payment): 
In 71 villages, families receive uBI in the 
fixed amount of uS$1,000 divided into  
two payments of $500.

The transfers are made through m-Pesa, a  
mobile money service. The platform enables 
financial transactions that are safe, fast and  
cheap through cell phone, such as deposits, 
transfer and savings (Givedirectly, 2019). unlike 
in South Africa, the platform does not need a 
bank account and is similar to more advanced 
versions used by the Banks “account-less” 
services including the E-wallet from First 
National Bank (FNB) and ABSA’s Cash-send. 

The aim of the pilot or study is to measure the 
effects of these various 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, p. 32). 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). As such, the project 
promises to deliver better insight into the 
effects of BIS than any pilot before as well as a 
different approach to development. 
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2.4 ExPERIENCES Of BASIC INCOME SUPPORT: COUNTRy  
 RESPONSES TO COVId-19

country social 
Protection 
category

core cOvid19 
measure

descriptive summary 
of Programme

Albania Social 
Insurance

unemployment 
Benefit

unemployed people will receive double the 
unemployment benefit.

Australia Social 
Assistance

One-Off Cash 
Transfer

Some State Governments will provide a one-
off emergency relief payment of $250 (about 
r2,950) for individuals and up to $1,000 (r11,790) 
for families who are required to self-quarantine. 
This will be available to informal casual workers 
and those on low incomes.

Brazil Social 
Assistance

New Cash 
Transfer

New Cash 
Transfer

The government will provide vouchers of r$200 
(about r713) to all workers who don’t have a 
formal job and don’t receive any assistance from 
the country’s cash transfer programs.

Government also announced a new cash transfer 
for informal workers, self-employed and vulnerable 
families of r$600 (or r2,140)

Canada Labour 
markets

Wage subsidy The government will provide a 75% wage subsidy of 
up to CAd 847 per week (r10,800) or CAd 58,700 
per employee (r748 450) for eligible employers 
for up to 12 weeks. This will is retroactive to  
15 march to prevent job losses and allow for rehiring 
workers. The subsidy is available for a subset of 
employers, excluding public bodies, experiencing 
a drop of at least 30% of their revenues.

hong 
Kong

Social 
Assistance

One-Off 
universal Cash 
Transfer 

Government planning to provide a one-off 
transfer of HK$10, 000 (r24,100) for permanent 
residents over the age of 18. This measure, which 
involves a cost of about HK$71 billion (About 
r160 billion), is expected to benefit approximately  
7 million people. A Community Care Fund has 
been designated to extend this assistance to more 
recent immigrants with low income and have not 
yet achieved permanent residency status.

Japan Social 
Assistance

Government will give uS$ 930 (about r16,175) to 
every citizen, though it is unclear yet if it is for adults 
only or also includes children (as of may 2020). The 
cost is expected to be around 2% of GdP.

Italy Labour 
markets

% wages 
subsidy

To discourage layoffs during the crisis, employees 
of companies that have interrupted their activities 
will be entitled to receive a benefit in the amount 
of 80% of the salary paid by the state. The measure 
would be valid for up to nine weeks – and no longer 
than August 2020.
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country social 
Protection 
category

core cOvid19 
measure

descriptive summary 
of Programme

Iran Social 
Assistance

New Cash 
Transfer

Iran is planning to support around 3 million lower-
income families with no permanent jobs with 
cash transfers up to 400 uS dollars (r7,500) in 
4 stages.

malta New Cash 
Transfer

Workers who lost or will lose their job with effect 
from 9 march 2020 will be entitled to a new 
temporary benefit of €800 per month (€500 or 
r9,630 per month for part-timers). Furthermore, 
€350 (r6,746) grant is being awarded to 
employers for each employee required to be on 
mandatory quarantine leave.

Namibia Social 
Assistance

One-off 
Emergency 
Income Grant

Government plans to provide adults between the 
ages of 18 – 59 a once-off emergency income 
grant of N$750 (about r945) to persons who 
work in the informal sector and have lost income 
during the country’s lockdown.

Peru Social 
Assistance

New Cash 
Transfer

Government approved a payment of about 
$107 (r2,000) for each vulnerable family to be 
affected during the country 15-day quarantine 
period (and will reach about 9 million vulnerable 
people). Furthermore, the government also 
launched a subsidy of about $100 (r1, 880) to  
3 million poor households to stay home.

singapore Social 
Assistance

Labour 
market

One-Off 
universal Cash 
Transfer

Wage Subsidies

The government introduced a cash transfer pay-
out of S$600 (r7 348) in cash handouts for all 
adult Singaporeans, depending on income, for all 
residents aged 21 and above.

Government also launched a Jibs Support 
Scheme worth about $890 million (about  
r16.5 billion) to help firms retain local workers.

spain Social 
Assistance

Social 
Insurance

New Cash 
Transfer

Social Security 
Contribution 
(waiver)

Among the measures to support families is to 
guarantee the basic right to food for vulnerable 
children who are affected by school closures. 
Specifically, a total 25m euro’s is established 
to provide income support (wallet cards, wire 
transfer, voucher in supermarkets).

Special measures to support the extension of the 
period of activity of workers include a reduction 
in their share of contributions to the social 
security system (including unemployment) of 
50% between February to June 2020.



22 BASIC INCOME SUPPORT
A CAse for south AfriCA

Country social 
Protection 
category

core cOvid19 
measure

descriptive summary 
of Programme

United 
Kingdom

Social 
Assistance

Labour 
market

Social 
Insurance

Elevated Cash 
Transfer 

Wage Subsidy

Paid Sick Leave

Britain indicated that it would raise its main state-
paid benefit, the universal credit standard allowance, 
by 1,000 pounds (r23, 400) a year for the next 
12 months. measure is expected to benefit over  
4 million of the most vulnerable households.

Employers will be able to contact the government 
for a grant to cover most of the wages of people 
who are not working that are furloughed and kept 
on payroll rather than being laid off. Government 
grants would cover 80% of the salary of retained 
workers to a total of 2,500 pounds (r58 310) a 
month. The scheme will cover the cost of wages 
backdated to march 1 and will initially be open for 
three months (might be extended if needed)

The Statutory Sick Pay (SSP), paid by the employers 
and refunded by the stat, will now be available for 
eligible individuals diagnosed with COvId-19 or 
those who are unable to work because they are 
self-isolating in line with government advice. SSP 
will be made available from day one when self-
isolating, instead of day four. This is in addition to 
the change that SSP will be payable from day one 
instead of day 4 for affected individuals.

United 
states

Social 
Assistance

Social 
Insurance

New Cash 
Transfer

Pensions

Adults will get $1,200 each (r22,400) and 
children $500 (r9,300) each. The benefit will 
start decreasing at a rate of $5 for every additional 
$100 in income. The phase-out starts at $75,000 
in adjusted gross income for singles, $112,500 for 
heads of household, and $150,000 for married 
couples filing jointly; it will phase out entirely by 
$99,000 for singles and $198,000 for couples 
(with no children).

Government allowed participants to make 
emergency withdrawals of up to $100 000 (about 
r1.8 million) from their 401(k) or pension funds 
accounts without any early withdrawal penalties 
(admin adaptation).

Source: (Gentilini, et al., 2020).  Note: All currency exchange rates to the Rand in the table above were as of 
June 2020.

Whilst these countries have taken initiative to 
scale up or introduce new social protection 
initiatives for their most vulnerable citizens 
in response to the coronavirus, it has also 
highlighted the need for a more permanent 
solution, one that would ensure people at the 

margins of society are taken care of. A good 
social protection programme is one that 
allows individuals to build resilience overtime 
and ensures that they eventually migrate out 
of poverty. 
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chaptEr 3: 
ThE CASE fOR A UNIVERSAl 
BASIC INCOME

BIS can be advocated from a broad range 
of perspectives, thus drawing support from 
both principled and pragmatic arguments. As 
de Wispelaere (2015) highlights, a principled 
justification proposes that a basic income 
constitutes an integral part of a just society. 
Two broad types of principled justifications 
are outlined here. The first is the freedom-
based argument for basic income, which 
regards BIS as a precondition for individuals 
having the freedom to live their lives in 
accordance with their own values and 
plans. The second principled justification 
grounds BIS in democracy and an individual’s 
foundational right to participation in the 
decision-making process of the polity. On the 
other hand, pragmatic justifications for BIS 
are different from the principled arguments. 
For pragmatists, BIS does not necessarily 
constitute a precondition for a just society, 
instead, the pragmatic case usually starts 

off by identifying a desirable social goal 
and then arguing that basic income fulfills 
this goal better than its leading competitors  
(de Wispelaere, 2015). 

Overall, those in favour of BIS argue that it 
provides a regular and predictable income 
as a universal and unconditional entitlement, 
thereby reducing poverty and inequality more 
effectively than means-tested schemes and 
buffering the possible displacement of jobs by 
technology (Ortiz, Behrendt, Acuna-ulate, & 
Nguyen, 2018). They also argue that BIS would 
promote an individual’s dignity and human 
rights by giving them the space to engage 
in different forms of work that are rewarded 
by the market, such as domestic work and 
volunteering. These advantages, about a well 
implemented BIS system in a country, are 
discussed further in detail below. 

3.1 ThE BENEfITS CASE

3.1.1 Poverty reduction 

Basic income support could help to eradicate 
poverty, regardless of the causes of poverty. 
Zheng, Guerriero, Lopez, & Haverman (2017) 
highlight that if the basic income were set above 
the poverty line, then theoretically this could 
lead to the complete elimination of absolute 
poverty. Whilst it is acknowledged that BIS helps 
treat the symptoms rather than the causes of 
poverty, the programme would provide material 
relief for those individuals living in destitution. 
The majority of the many pilots of BIS around 
the world including the Namibia pilot, where 
the pilot reduced food poverty from 70% to 
16% in one year (Haarmann, et al., 2009), give 
testament to this. In the case of families, BIS 
also gives parents the capacity to invest in the 
human capital of their children, thus helping to 
break the vicious cycle of generational poverty 
they are trapped in. 

Furthermore, as the money is provided universally 
as a “right to citizenship” rather than as a targeted 
benefit, “the judgment, stigma and shame” 
typically attached to receiving benefits from the 
state would not be present (Standing, 2008).  
The introduction of such a programme would 
be less intrusive and paternalistic as it would 
not require government to monitor people’s 
behavior. A BIS would eliminate the blight 
of stigmatization and help strengthen social 
solidarity and cohesion (raventós, 2007). Lastly, 
by eliminating the means test and complicated 
application process that often come with many 
social welfare programmes, BIS would reach even 
those destitute households effectively excluded 
from existing social assistance programmes 
(exclusion errors) as is the case in South Africa. 
The idea is to guarantee that no one is left out of 
the social protection.
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3.1.2 Freedom and Justice

3.1.3. An Economically Efficient Welfare Solution

The second advantage relates to freedom, 
because BIS does not presume that some 
activities deserve more income support than 
others and, it is therefore expected to enhance 
‘real freedom’ by relaxing material constraints 
on people’s decisions and expanding their 
range of available choices (Zheng, Guerriero, 
Lopez, & Haverman, 2017). Other proponents 
of BIS such as van Parijs (1992) believe that a 
basic income would help address concerns of 
justice, as everybody in a society should have 
a right to a minimum income and a good life.

in essence, a bis can give 
people a greater sense 
of agency over their life 
through a variety of work 
mechanisms. 
Firstly, the guarantee of an income can motivate 
people to make meaningful work choices not 
driven simply by financial needs but also by 

affinity and interest. Secondly, it can improve 
people’s well-being by making them more 
independent of coercive and punitive policies 
that can negatively affect their mental well-
being (Zheng, Guerriero, Lopez, & Haverman, 
2017). 

Similar to other social transfer programmes, one 
of the main criticisms of BIS is that it will reduce 
people’s incentive to work (Zheng, Guerriero, 
Lopez, & Haverman, 2017), as it is expected to 
generate an income effect on the demand for 
leisure. The implication is that this may induce 
people to work less and decrease their labour 
market participation, unless they derive personal 
utility from their work (van Parijs, 1992). The 
incentive effects of welfare policies have been 
long debated, including in South Africa where 
social grants have been accused of creating 
negative incentives, despite evidence contrary 
to that . Nevertheless, since BIS should not 
generate any substitution effects, its potential 
distortionary impact on the economy may be 
relatively modest compared to other welfare 
programmes, such as benefit programmes 
that cut off or phase out a particular income 
threshold or employment status. 

Another theoretical advantage of BIS over 
a minimum wage model is that it should not 

affect the demand for labour and as workers 
are not wholly dependent on their wages for 
survival, it may even help ensure a greater 
degree of labour market flexibility (Zheng, 
Guerriero, Lopez, & Haverman, 2017). 

Lastly, a BIS would reduce the complexities, 
bureaucracies and administrative costs 
of current welfare systems in developed 
countries. As de Wispelaere & Stirton (2011) 
highlight, an unconditional BIS ‘would save on 
administration costs because it would simplify 
the complex schemes, make them more 
transparent and reduce the amount of intrusive 
enquiry’. As such, a BIS may consolidate several 
different policies and targeted schemes into 
one single entity. Its implementation would 
require lower administrative efforts and help 
the government gather a clearer idea of the 
overall redistributive effects and costs of its 
welfare system. 
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3.1.4 Contributes to Equity and Social Cohesion

BIS financed through a progressive system 
of taxation, would be strongly redistributive, 
helping to address the economic inequalities. 
Evidence from a number of developing 
countries highlight that inequality is a 
significant obstacle to economic growth and 
investment (BIG Financing reference Group, 
2004). Another mechanism through which BIS 
could decrease inequality is by reinforcing the 
bargaining position of poor workers. It means 
that workers could refuse to accept degrading 

and/or unhealthy working conditions and low 
wages (Zheng, Guerriero, Lopez, & Haverman, 
2017). In essence, employers would be forced 
to improve working conditions and generally 
make jobs more attractive. 

5 See (Surender, Noble, Wright, & Ntshongwana, 2010) and (Lund, 
2008).

Graph 4: the impact of social Grants on income inequality in south Africa 
Source: (Roelen, Sabates-Wheeler, & Devereux, 2016)

The diagonal line illustrates perfect equality: 10 per cent of the population get 10 per cent of 
national income, 50 per cent of the population get 50 per cent of national income, and so on. 
The outer ‘initial Lorenz curve’ shows how unequal the distribution of income is in South Africa 
without social grants – the poorest 75 per cent of the population get less than 25 per cent of 
national income, while the richest 25 per cent get more than 75 per cent, for instance. The inner 
‘Lorenz curve with full take-up of social grants’ shows how the distribution of income moves 
visibly towards the line of perfect equality, as a result of income transfers to the poor.
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3.1.5 developmental and Stimulates Economic Growth

The means-tested ‘dole’ schemes common in 
industrialized countries often penalize people 
who try to improve their incomes by terminating 
their benefits (BIG Financing reference Group, 
2004). That is, once people actively seek and 
find often low paying employment as a result 
of the scheme, the Government penalizes them. 

A bis on the other 
hand, depending on the 
amount, can be such that 
it prevents people from 
falling into destitution, but 
the amount is not sufficient 
to discourage people from 
looking for ways to earn 
additional income. 

In fact, research suggests that success in job 
seeking is strongly correlated to income, that 
is; as income rises, people tend to look for work 
more vigorously and are more likely to find it 
(Samson, et al., 2004). 

Furthermore, Samson, et al., (2004) highlight 
that social cash transfers to households 
increase and stabilize demand, consumption 
and savings. Similarly, spending from money 
received from BIS is likely to be concentrated 
on basic, locally–produced and labor-intensive 
commodities, thus benefiting local markets and 
stimulating job creation. 

Across the globe, including South Africa, 
social transfer programmes have been 
proven to achieve measurable reductions in 
poverty and income inequality (Graph 4). A 
sensitively designed BIS programme also has 
the potential to help the poor to close the gap 
of income inequality in line with Sustainable 
development Goal 10 “reduce inequality 
within and among countries”.  moreover, since 
BIS is granted to all citizens and therefore 
inclusive with no discrimination on the basis 

of race, gender, class or age, it would also 
give a symbolic message to society that each 
person in a household counts as an equal when 
making their decisions regarding the use of 
the benefit (Perkiö, 2014). BIS in conjunction 
with other government social services, has 
greater potential to support gender equality 
both in labour markets and households than 
policies committed to particular gender-
related responsibilities (Perkiö, 2014).
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3.1.6 Technological unemployment and Basic Income Support

One of the biggest justifications for the 
introduction of a BIS is the impending wave 
of changes to the labour market as a result 
of technology. According to recent research 
by Phillips, Seedat, & van der Westhuizen 
(2018), 35 percent of all jobs in South Africa 
(roughly 5.7 million jobs) are at the risk of total 
automation. The authors highlight that whilst 
technology brings with it efficiencies, it also 
brings disruptions and radically new ways of 
engaging and doing business. Technological 
automation is especially advantageous for 
countries that are ready for digital evolution and 
have a workforce that is geared and ready for 
these technological improvements; technology 
has the potential to uncover new value, create 
and redesign more jobs than those being lost 
and boost growth significantly  (Phillips, Seedat, 
& van der Westhuizen, 2018). 

In essence, digital technology adoption has been 
used by organisations to drive cost reduction, 
automate and increase inefficiencies which are 
displacing human workers. 

Whilst there is value in the human-machine 
collaboration, the full promise of digital 
technologies and truly boosting economic 

growth depends on humans and machines 
working together to develop differentiated 
customer experiences, and create new products 
and services for new markets (Phillips, Seedat, 
& van der Westhuizen, 2018).

However, for countries such as South Africa, which 
is less prepared, digitization may bring more job 
losses than gains, which will negatively impact 
the socio-economic wellbeing of individuals 
and the economy. The argument here is that as 
technology advances are made, the country will 
continue to see a widening gap between those 
at the top (highly skilled and highly paid) and 
those at the bottom (poorly skilled and paid). 
Those who do not acquire the requisite skills to 
enter the primary economy will be forced into 
the secondary economy, and over time those 
in the secondary economy may be displaced 
as machinery replaces labour (Levin-Waldman, 
2018). The need for Basic Income Support in such 
instances is in theory predicated on the need to 
ensure a minimal level of income for all people, 
so as to ensure that no one is potentially below a 
certain standard of living. The idea is to provide 
for people’s basic needs as well as ensuring that 
they have basic autonomy. 

... 35 percent of all jobs in south Africa (roughly 
5.7 million jobs) are at the risk of total automation.
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Whilst the idea of BIS in any country would 
potentially provide many benefits including 
those highlighted later in the section, many 
opponents have raised some concerns. From 
the literature, many perceive the programme 
as financially challenging and goes against the 

principle that people should work for money. 
The biggest fear is that governments would 
be left with a huge bill that they would not be 
able to pay, and that society might be filled 
with unmotivated idlers. The shortcomings are 
elaborated below:

3.2 ThE ASSUMEd COSTS Of BASIC INCOME SUPPORT

3.2.1 Impact on the Labour market 

Opponents of BIS argue that the scheme can 
potentially affect the structure and conditions 
of the labour market in unintended ways. They 
highlight that BIS could lower wages since 
employers would consider it a complement 
to reach the minimum legal wage as well as 
increasing flexible but precarious jobs that do not 
necessarily constitute a desirable path of reform 
(Zheng, Guerriero, Lopez, & Haverman, 2017). 

In the 1970s, the united States ran a negative 
income tax experiment (a form of BIS) and found 
that the provision of an unconditional income 
floor was a marginal disincentive to work. 

On average, the experiment found that men 
reduced their working hours by 6%, married 
women by 19% and single women by 15% 
(martinelli, 2017). 

The study notes that it is not clear that even 
larger reductions in labour supply would 

damage the case for a BIS. The BIS permitted 
people to balance their work and home 
lives more effectively – especially women 
overburdened by a combination of domestic 
and paid work – the reduction in work effort 
could conceivably have contributed to 
increased societal welfare. In South Africa, 
the argument that people would opt not to 
work in favour of a social grant has also been 
raised, more specifically, against the parents/
caregivers receiving the Child Support Grant. 
Evidence and research studies from various 
organisations including Government and civil 
society have shown that a significant majority 
of these recipients often use a portion of the 
grant money for job seeking activities (dSd, 
SASSA and uNICEF, 2012). Furthermore, it is 
not envisaged that the BIS will to be so hefty 
(relative to the minimum wage) that people 
could opt out of work in favour of it (but also 
not so low that it makes no meaningful impact).

However, Cowan (2017) highlights that there 
have been events in the past that have caused 
enormous dislocation in the labour market 
– for example, the industrial revolution – 
yet, these disruptions have led to workers 
adapting and finding other jobs resulting in 
an overall better off economy, with incomes 
and living standards increasing substantially. 
The fact that occupations may be lost as a 
result of technological advancement does 
not mean that the workers in those jobs will 
be permanently unemployed. Also, until now, 
digital technologies have been deployed to 
work alongside people and automation in 
South Africa has only occurred in isolated 
cases (Phillips, Seedat, & van der Westhuizen, 
2018). This is not to say automation will not 
happen, in fact we have seen a glimpse of it 
in some sectors including the introduction of 
uBEr in the transport sector, Airbnb in the 
accommodation/tourism sector as well as 
some automated tasks in the financial/banking 

sector leading to closure of some of the bank 
branches. South Africa, however, is potentially 
years to seriously facing this problem.  
Labour is still a major economic driver and 
jobs remain the primary mechanism of 
distributing income and providing humans 
with access to the economy. This is especially 
true for South Africa where poverty remains 
a challenge, rates of unemployment are 
high and the social security blanket is thin 
(Phillips, Seedat, & van der Westhuizen, 
2018). While the country should initiate 
change and demand different and relevant 
skills sets from its current labour force and 
ensure that the next generation labour force 
will learn to collaborate with machines to 
enhance their own productivity and ingenuity, 
the argument for Basic Income Support will 
become more and more relevant in face of 
technological unemployment. 
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3.2.2 BIS as a ‘negative incentive’ 

Supporters of the idea of the natural merit of 
work argue that BIS may be morally and socially 
corrosive, by challenging the centrality of paid work 
in people’s lives, as it would generate undesirable 
effects including discouraging work, increasing 
social alienation (as it would not be necessary to 
build communal spaces where people interact) 
and enhance the gendered division of labour, if 
more women than men decide to reduce their 
labour market participation (Zheng, Guerriero, 
Lopez, & Haverman, 2017). Furthermore, some of 
the opponents argue that there should be some 
level of tradeoff between rights and duties. They 
argue that people should have the obligation to 
contribute back to a society that provides them 
with payments (because with a BIS people could 
choose to do nothing at all but still receive the 
transfer). The argument raised here is no different 
to the arguments often raised against social cash 
transfers including in South Africa. Samson, et 

al., (2004) highlight in their study that the level 
of the grant amounts in South Africa are not 
high enough to discourage people from seeking 
employment. To the contrary, their results 
indicate that part of the grant amount is used for 
employment seeking activities (therefore people 
are looking for employment despite receiving a 
grant). 

Guaranteeing a minimum 
income becomes a key 
means to enabling people 
to engage in sustained and 
sustainable economic activity
(BIG Financing reference Group, 2004). 
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3.2.3 Administrative Challenges 

3.2.4 Financial Pressure Associated with the BIS

despite being administratively easy to 
implement and free from the large information 
costs of other social welfare policies involved 
with targeting, BIS financed through taxation 
would still require a well-functioning taxation 
system and vast amounts of information on 
people’s income and wealth (Zheng, Guerriero, 
Lopez, & Haverman, 2017). 

Whilst the argument here is likely true for 
countries where inefficient tax collection 
and mechanisms exist, South Africa does not 
have such a problem, with the efficiency and 
collection of tax revenues increasing over the 
past few years. 

Furthermore, South Africa has an administrative 
alternative in the form of the South African 
Social Security Agency (SASSA) which already 
delivers social grants to almost 18 million 
beneficiaries. depending on the option chosen, 
BIS could easily be administered through SASSA. 
Overall, BIS should also ideally be phased in 
over a period of several years (depending on 
the option) to allow the necessary systems and 
administrative capacity to be put in place. 

The biggest argument against a BIS is that it 
is unaffordable. many opponents of the BIS 
argue that providing an income transfer to the 
entire population would result in high levels 
of expenditure and moreover, the amounts 
distributed can be cost-ineffective (Zheng, 
Guerriero, Lopez, & Haverman, 2017). The 
argument is that a BIS amount that is set too 
low would be insufficient in reducing poverty, 
while setting too high a transfer would be 
extremely costly, and therefore unfeasible. 

... the question of whether 
bis is unaffordable is 
underspecified as it depends 
upon the specifics of the 
scheme or proposal, as 
well as what is meant by 
‘affordable’.
As van Parijs (2004) highlights, the definition 
of BIS does not specify the level at which it is 
paid, how it interacts with the wider system 
of social security payments as well as a 
country’s economic context. In other words, 
the question of whether BIS is unaffordable 
is underspecified as it depends upon the 
specifics of the scheme or proposal, as well 
as what is meant by ‘affordable’. A sensible 

definition of affordability simply requires 
that expenditure on the BIS must not exceed 
available sources of revenue in the long term, 
as such, the financing must be sustainable 
(martinelli, 2017). Within this context, Samson, 
et al., (2001) highlight that BIS is not only 
affordable in the short term, but that over 
time, the relative burden on the fiscus actually 
diminishes as levels of poverty decrease. 
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chaptEr 4: 
CONSIdERATION fOR BASIC INCOME 
SUPPORT IN SOUTh AfRICA

“The right of access to social security, including 
social assistance, for those unable to support 
themselves and their dependents, is entrenched 
because as a society we value human beings and 
want to ensure that people are afforded their 
basic needs. A society must seek to ensure that 
the basic necessities of life are accessible to all 
if it is to be a society in which human dignity, 
freedom and equality are foundational”6. 

The South African Constitution provides under 
section 27(1)(b) and(c) that everyone has the 
right to have access to sufficient food and 
water, as well as the right to have access to 
social security, which, if they are unable to 
support themselves and their dependents, 
includes appropriate social assistance. The 
rights in these paragraphs are subject to 
certain qualifications or limitations. In respect 
of the right to sufficient food and water, the 
right is limited a right of access. In respect of 
the right to social security, the right is limited 
to access, and in respect of one form of social 
security, namely social assistance, the rights is 
limited to persons who are unable to support 
themselves and their dependents. However, 
although qualifiers or limitations apply to these 
rights, these should not necessarily be seen as 
obstacles to the realisation or implementation 
of these rights, especially as section 36 of the 
Constitution points out that the extent of a 
limitation must be reasonable and justifiable 
in an open and democratic society, in addition 
to section 7 of the Constitution obligating the 
State to fulfil the right provided for in the Bill 
of rights.

It is also argued that the right of access to social 
security “must be understood as extending 
beyond the payment of monthly grants to 
embrace all welfare measures that could allow 
people to escape poverty.7 Quoting de villiers8, 
Brand submits that “access” must refer to the 
“process by which an individual enters into the 
social assistance system and must include access 
to the decision-making process”.  “Access” is 

therefore, in this context, a set of procedural 
rights (guaranteed and implemented by the 
State) that protect a person’s interest in the fair 
and equitable consideration of his, her or their 
social assistance application.

However, Section 27(2) of the Constitution 
provides that the State must take reasonable 
legislative and other measures, within its 
available resources, to achieve the progressive 
realisation of each of the rights provided for 
in Section 27(1)(b) and (c) of the Constitution. 
This subsection (2) contains three qualifiers 
or limitations, in addition to the internal 
limitations in subsection (1) and the general 
limitations clause provided for in section 36 of 
the Constitution. measures taken by the State 
to provide access to food and water, and to 
social security, must be –

•	 reasonable;
•	 Within the state’s available resources; and
•	 Taken to achieve the progressive realisation 

of these rights.

evidence across countries 
shows that poverty and 
the standard of living are 
directly related to resource 
allocation and income. 
Therefore, it should follow that improved 
accessibility to resources can contribute to 
the improvement in standards of living for 
many South Africans. That the democratic 
government has made significant strides to 
ensure policy and budget reprioritisation to 
provide access to resources is evident. Such 
reprioritisation of resources is directed at 
such basic ingredients as access to water, 
sanitation, electricity, housing, knowledge/
education, health care, land and other 
productive resources. Government aims to 

4.1 lEgISlATIVE CONSIdERATIONS fOR ThE BIS
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meet the basic needs of communities through 
the provision of basic education (pre-primary 
and primary), basic health (primary and 
district level services), housing, water and 
sanitation, and electricity.

Furthermore, Progressive realisation of rights 
means that the state is obliged to use its 
available resources to over time realise the 
right of access universally to all in South Africa, 
through “laws and policies that aim to achieve in 
incremental improvements in universal access”9. 
It is clear that everyone should be able to 
support themselves and their dependents, but 
where this is not possible, that the State should 
step in and provide assistance. Although the 
State broadly does provide that in respect of 
persons below the age of 18 and older than 60 
through social grants, the group in-between are 
not provided for.

The Taylor Committee proposed the basic 
income grant as a social policy option, to be 
defined as “a general social assistance grant 
for all South Africans”. The Committee then 
had to determine what could be some of the 
concrete characteristics of this option. The 
model’s working assumption to evaluate the 
feasibility of the basic income grant was no 
overlap between different grants. In the end, 
the committee concluded that no other social 
security reform can provide the effective 
breadth of coverage demonstrated by the basic 
income grant.

Similarly, it could be argued that a BIS can 
constitute an additional measure – as required 
by section 27(2) – to provide social security 
for a group that is currently not provided for. 
Access to the right to social security is in itself 
not limited by age, and if persons between 18 
and 59 are unable to support themselves and 
their dependents, the State should provide 
appropriate measures to support such persons. 
However, the fact that the South African social 
security system excludes millions of destitute 

people could be the basis of a constitutional 
challenge on the right to social security. The 
Social Assistance Act, 2004 in its current form 
has a limited scope and millions of South Africans 
fall through the net. Combined with the high rate 
of unemployment, this makes a constitutional 
challenge to compel the government to adopt 
the Basic Income Support – or something similar 
– feasible. 

The paper argues in the next chapter, that the BIS 
is feasible in South Africa and provides for a few 
options in which it can be introduced. The onus is 
on government to proof its claim that it would be 
unable to provide the constitutional right (section 
27) to its citizens based on affordability. On the 
contrary, the argument made here is that a BIS 
can in principle qualify as an additional measure 
to realize the right enshrined in section 27(1)
(c) of the Constitution, and can be  introduced 
in a phased-in approach to assist the State in 
progressively realizing the right. This also follows 
the recommendation from the Taylor Committee 
when the BIG was proposed that fiscal capacity 
would be available if the grant were introduced in 
phased and measured introduction. 

6 BlackSash, 2020.

7 Brand m, in Constitutional Law of South Africa (Second Ed.) by 
Woolman S, Bishop m and Brickhill J (eds), Juta (2012), at paragraph 
on 56d-6

8 de villiers N, “Social Grants and the Promotion of Administrative 
Justice Act”, in the SA Journal of Human rights, 2012, 12 SAJHr 320 

9 Ariranga Pillay, 16 may 2012, CESCr/48th/SP/mAB/SW, quoted 
in Monitoring the right of access to social security and appropriate 
social assistance in South Africa, Sagan M, published by the Studies 
in Poverty and Inequality Institute, September 2017, accessed on 2 
december 2019 at http://spii.org.za/wp-content/uploads/2018/03/
right-to-Social-Security-2017.pdf

everyone has the right to have access to sufficient 
food and water, as well as the right to have access to 
social security, which, if they are unable to support 
themselves and their dependents, includes appropriate 
social assistance.
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Table 1: Government coverage of selected poverty dimensions between 
2002 and 2018. Source: Statistics South Africa, 2018.

Poverty 
dimension

social Protection benefit Population 
coverage in 2002

Population coverage 
in 2018

Income direct: Social Grants 12.8% 30.8%

Assets Housing (rdP Houses) 5.6% 13.6%

services 
(household)

Water (access to clean 
piped or tap water) 84.4% 88.6%

Electricity (Household 
connected to the mains) 76.7% 84.4%

Sanitation (access to 
improved sanitation) 61.7% 82.2%

Capability Education (Attend schools 
and do not pay tuition fees) 0.4% 66%

The latest effort is by way of the National 
development Plan (NdP) vision 2030, which 
seeks to eliminate poverty and reduce 
inequality. The NdP identifies the triple 
challenges of high poverty, inequality and 
unemployment as major challenges to the 
country (Presidency, 2012). In essence, too 
few South Africans work, the quality of school 
education for the majority is of poor quality 
and young people and women are still denied 
the opportunities to lead decent lives. 
South Africa’s inability to generate sufficient 

jobs over the past two decades is largely due to 
several labour market challenges. First, it has to 
do with the high level of unemployment which 
reached 38.5% in the second quarter of 2019 
associated with slow job creation as economic 
growth slowed in recent years (Statisitcs South 
Africa, 2019). Second, is the racial and gender 
disparities which are still predominant in the 
country’s labour market (an enduring legacy of 
apartheid). A recent report by the World Bank 
(2018) highlights that race in South Africa still 

The progress since South Africa’s transition  
from apartheid over twenty-four years ago 
has been evaluated as having mixed results. 
The country has managed to build democratic 
institutions, transformed the public service, 
extended basic services to the poor and arguably 
stabilised the economy from what it was then. 
despite this, too many people still remain in 
poverty and the country is now one of the most 
unequal countries in the world (dPmE, Stats S.A, 
World Bank, 2018). Over the years, government 
has sought to address poverty and inequality 
with a wide range of initiatives, including the 
use of fiscal policy to support redistributive 

measures. In line with the Taylor Committee 
reports, government has made significant 
strides in addressing the multi-dimensional 
nature of poverty comprising income, assets, 
capability and services. In response to the 
identified dimensions of poverty, highlighted in 
the Taylor report, the government’s response 
has been unprecedented. This includes 
investments 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. 

4.2 ThE SOCIO-ECONOMIC CONTExT IN S.A
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affects the ability to find jobs, as well as the 
wages received once employed. Although an 
increased number of women participate in 
South Africa’s economy, female participants find 
it harder to find a job, and earn less than men 
when they do. Thirdly, there is a strong evidence 
of structural mismatch between labour demand 
and supply for unskilled workers (dPmE, Stats 
S.A, World Bank, 2018). In the midst of high 
unemployment, skilled labour in the country can 
be difficult to find in most skilled and professional 
segments largely due to the poor state of the 
public education system. A large proportion of 
adults have not completed secondary schooling 
and are unlikely to be absorbed in skill-intensive 
activities. And yet, education has a strong 
influence on the probability of labour market 
participation. Fourth, the location matters for 
labour market outcomes, with people in urban 
areas having better prospects of getting a job 
and higher probability of getting a formal job 
(dPmE, Stats S.A, World Bank, 2018). 

Location has implications on the travel costs 
which tend to be a burden for getting jobs. 
This is especially true for the youth, who 
tend to lack the resources and mobility for 
a job search or ability to relocate as jobs 
could be located far. Worse, in some cases 
underdeveloped and high costs of public 
transport systems and crime render searching 
for jobs more difficult and raises associated 
expenses and reservation wages10. Fifth, the 
World Bank (2018) also highlights the country’s 
labour market institutions and rigid regulatory 
environment as contributing to the high levels 
of unemployment and wage disparities. Lastly, 
Small micro and medium Enterprises (SmmEs) 
have been struggling over the past few years 
to advance inclusive growth and development 
as envisaged in the NdP. more specifically, the 
share of SmmEs has been falling over time as 
well as the proportion of employees working 
in this sector (dPmE, Stats S.A, World Bank, 
2018). All the challenges raised above, have 
contributed to slowing the labour market’s 
ability to accelerate poverty and inequality 
reduction. 

The South African government has also since 
apartheid been increasingly constrained in 
terms of the actions that they are able to take 
which promote growth or regulate the ways in 
which the benefits of growth are distributed. As 

may (2016) puts it, an inherent belief behind this 
approach has been that the benefits of growth 
would reach the poor through a trickle-down 
effect. As such, all that was needed for successful 
development was freeing up of markets and 
removing of state controls and interventions. 
However, to date, in many instances the poor 
have not benefited from market oriented 
macroeconomic policy reforms, because the 
underlying institutional context remained the 
same. This is highlighted in the national statistics 
which show that as of 2016, 40% of South African 
live below the lower bound poverty line of r758 
(Stats S.A, 2017). 

structural drivers of 
unemployment in the 
country have proven to be 
tough to address however, 
policy-related causes of 
declining labour intensity 
can be addressed much 
more quickly and can lead to 
much quicker responses. 
Nattrass & Seekings (2018) highlight that  
attention should focus on South Africa’s 
industrial policies, which are unnecessarily 
biased in favour of larger, more capital-
intensive projects and industries, and on South 
Africa’s minimum wage setting machinery, 
which unnecesarily retards, if not entirely 
prevents the expansion of lower-wage, labour-
intensive enterprises.

Poverty in South Africa is persistent. The 
economy is highly polarised, as evident in 
relatively small middle class and high levels of 
chronic poverty. For a relatively large number 
of South Africans, poverty is unfortunately 
a permanent state. The causes of chronic 
poverty, some of which have been highlighted 
earlier, are linked to low levels of education, 
low labour force participation, demographic 
factors (including gender, age and marital 
status), and low skills. 

10 The reservation wage is the lowest wage rate at which a worker 

would be willing to accept for a particular type of job. 
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In the early years after 1994, the implementation 
of SA’s social assistance programme was 
largely a process of reforming an apartheid-
era system of racially distorted social grants 
into a safety net that gives meaning to the 
SA’s Constitutional mandate. SA’s Constitution 
compels the state to ensure the ‘progressive 
realisation’ of social security. Section (1) (c) of 
the Constitution states that “everyone has the 
right to have access to social security, including 
if they are unable to support themselves 
and their dependants, appropriate social 
assistance”. Significant reforms have taken 
place since 1994, including key amendments 
to the Social Assistance Act as well as the 
establishment of the South African Social 
Security Agency (SASSA) which implements 
social grants on behalf of the department 
of Social development. However, the groups 
targeted by the current social assistance 

programme have not changed since 1994, 
except that the age limit for the Child Support 
Grant was raised to 18 and the Older Persons 
was age equalised (both qualifying men and 
women now receive the grant when they turn 
60 years old). As such, people in between 
the ages of 18 – 59 who are not disabled and 
not in Foster Care (up to the age of 21 and 
attending an educational institution) are still 
not covered by the programme. In terms of 
contributory social insurance, people between 
the ages 18 - 59 in formal employment can 
access the unemployment Insurance Fund 
(uIF), if they become unemployed. However, 
this only covers a small and limited number of 
people many of which (especially youth) still 
have not had the opportunity contribute to 
the unemployment Insurance Fund (Altman, 
mokomane, & Wright, 2014).

4.3 AN OVERVIEw Of ThE CURRENT STATE Of SOCIAl SECURITy

South Africa’s social security system comprises two main 
components including social assistance and social insurance. 

soCIAL AssIsTANCE
The social assistance programme targets the poor using means testing 
and categories of people who benefit from the programme include older 
persons, people living with disabilities and children. The programme is non-
contributory and fully funded by government. 

soCIAL INsURANCE
On the other hand, social insurance refers to contributory schemes covering 
people in formal employment and its scope includes; pension schemes, 
medical schemes, unemployment benefits, employment injury benefits, 
family and survivor benefits.
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However, using the expanded definition, South 
Africa’s unemployment rate is estimated at 
38.7% with 10.4 million people unable to find 
work (Stats S.A, 2019). In essence, the current 
policies and social assistance programmes 
have failed and are incapable of providing the 
comprehensive protection promised in the 
Constitution. They are not designed to assist 
people of working age who are unable to 
provide for themselves as a result of protracted 
unemployment.

despite its challenges, the social assistance 
programme in S.A remains and constitutes 
government’s most effective way for reducing 
poverty, directly benefiting close to eighteen 
million people (SASSA, 2018) while supporting 
household development and socio-economic 
progress. Social assistance not only reduces 
poverty, but also has a substantial impact 
on inequality. According to a recent World 
Bank (2018) report (overcoming poverty and 
inequality in South Africa), social assistance 
transfers are estimated to have reduced the 
poverty headcount by 8 percent and poverty 
gap by about 30 percent. The social assistance 
programme is also particularly successful in 
reaching the poorest individuals.

Furthermore, the inequality-reducing impact 
of social assistance is significant. For the 
2014/15 period that transfers reduced the Gini 
Coefficient by an estimated 10.5 percent, which 
is a slightly stronger impact than previously 
measured in years 2010/11 (dPmE, Stats S.A, 
World Bank, 2018). In comparison, the social 
transfer programmes in upper middle countries 

were shown to only reduce the Gini by  
1.7 percent, 0.7 percent in Sub-Saharan Africa 
and 1.6 percent in Latin and Caribbean countries 
over the same period (dPmE, Stats S.A, World 
Bank, 2018). This is clearly an area where the 
South African social assistance programme is 
very effective.

Nevertheless, the current system lacks the 
capacity to completely eradicate poverty. 

Even with full take-up of existing social grants, 
a very significant number of the labour force 
who are not working, would remain below 
the lower bound national poverty line of 
r810 per month (Stats S.A, 2019). The high 
and consistent unemployment rate as well as 
poverty levels means both the existing social 
security system has to support more people 
and that other forms of social support for the 
poor are coming under greater stress. This 
includes lower paid workers and the working 
poor who have to stretch their incomes further 
to poor family members who live with them. 
Taking everything into consideration; the low 
economic growth rate, relatively high levels 
of poverty and inequality, the gaps that exist 
within the current social security system, and 
the growing strain on other forms of support 
for the poor, justifies an urgent need for 
South Africa to review, amend and possibly 
implement a new social security model that 
can foster sustainable livelihoods and promote 
local economic development (Samson, Kaniki, 
macQuene, van Niekerk, & Adams, 2008).

In 2007, Cabinet appointed an Inter-ministerial 
Committee (ImC) to make recommendations 
for reforming the social security system. The 
ImC appointed an Inter-departmental Task 
Team on Social Security and retirement 
reform (IdTT) to provide technical advice and 
to draw up a set of social security proposals 
that are appropriate to the South African 

context. These included the introduction 
of mandatory social security contributions, 
enhanced cooperation between social security 
entities including administrative alignment, 
restructuring of social assistance and general 
improvements to the private retirement 
industry (IdTT, 2012). 

4.4 COMPREhENSIVE SOCIAl SECURITy PlAN

Another major challenge with south Africa’s social 
security net is that it was modelled on systems 
developed for industrialised countries with full 
employment. (BIG Financing reference Group, 2004) 
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Graph 5: the three pillars of south Africa’s social security system
Source: (IDTT, 2012), own graph
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The IdTT’s principal reform proposal is the 
establishment of a National Social Security 
Fund (NSSF), which will be financed by 
mandatory contributions from workers and 
employers and will pay pension, disability, 
survivor and unemployment benefits. The 
IdTT proposes that the introduction of 
the NSSF be accompanied by measures to 
address a number of deficiencies in existing 
social security arrangements including the 
fact that the Social Assistance programme 
does not reach all intended targets as well as 
a lack of coherence between social security 
arrangements and the labour market. 

In theory, a well-designed social security 
system should reduce risks associated 

with economic change or loss of work and 
contribute to household income security and 
social cohesion. 

Whether funded by the fiscus or mandatory 
contributions, the system should share risk across 
the population, offering greatest protection to 
those that need it most and promoting social 
solidarity (IdTT, 2012). The proposals and 
recommendations made by the IdTT greatly 
focus on Pillars 2 and 3 of South Africa’s social 
security system (where Pillar 1 comprises non-
contributory social assistance financed by the 
fiscus, Pillar 2 refers to mandatory social insurance 
arrangements funded by employee and employer 
contributions; and Pillar 3 comprises private 
retirement and insurance plans). 
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The implications of this focus is that the 
reforms target those already in employment 
or receiving one of the social grants provided 
by the state. Those that are outside these 
parameters would not be covered, in fact 
as the IdTT (2012) highlights: “Unemployed 
adults aged between 18 – 59 account for about 
one quarter of those living in poverty. Public 
employment programmes, job creation, training 
and improved access to the labour market are 
the most important vehicles for supporting this 
group”. As highlighted earlier, people in between 
the ages of 18 – 59 who are not disabled and 
not in Foster Care are not covered by the non-
contributory social assistance programme and, 
in terms of contributory social insurance, those 
in formal employment can access the uIF, if 
they become unemployed. 

Whilst indeed getting jobs is the most promising 
pathway out of poverty in South Africa, this 
has proven to be difficult for many people, 
particularly the youth. As the World Bank’s 
economic update report for South Africa (2018) 
highlights; a household is 21 percent more 
likely to move out of poverty if its employment 
income increases as a share of total income. 

On an individual basis, finding a job results in a 
19 percent increase in the likelihood of moving 
out of poverty (World Bank, 2018b).  

However, for this to be achieved at a faster rate 
than currently in South Africa, more inclusive 
and arguably labour-intensive growth is 
needed. One of the challenges to achieving this, 
as the World Bank (2018b) highlights, is that the 
current level of severe inequality in the country 
is likely affecting economic growth, leading 
to contested fiscal resources, fuelling fragility 
(crime, corruption, gender-based violence) 
and policy uncertainty. Investor uncertainty in 
the face of recent strong political demand for 
redistribution of wealth has also contributed to 
private investment slowdown in the country. 
Another challenge has been that the impacts 
of current and former public job-creation 
interventions have been mixed to say the 
least. South Africa has engaged in several 
active labour market programmes to raise the 

employability of people (including youth) by 
supporting training and skills development, 
promoting entrepreneurship, and providing 
employment services. These programmes 
include the “big” policies like the reconstruction 
and development Program (rdP), Growth, 
Employment and redistribution Policy (GEAr), 
the Accelerated and Shared Growth Initiative of 
South Africa (ASGISA), and the more recently 
launched National development Plan (NdP). 
more specific labour market policies such as 
the; Expanded Public Works Program (EPWP), 
promotion of small, medium and micro 
enterprises (SmmEs) to the implementation 
of the Employment, Tax Incentives Bill (also 
known as the Youth Wage Subsidy) as well as 
the latest Youth Employment Service (YES) 
initiative, which aims to see more than one 
million young South Africans being offered 
paid work experience over the next three 
years, have also been implemented at various 
levels to try boost employment. However, the 
results of these efforts are largely unknown 
because these programmes and initiatives 
are not systematically evaluated. International 
evidence suggests that the impact of active 
labour market programs is generally limited 
when they are fragmented and taking place in a 
slow growth environment such as is the current 
case in South Africa (ILO, 2018). In essence, if 
we were to use South Africa’s unemployment 
rate as a benchmark for success for these 
programmes, then one can argue that they 
have clearly failed since the unemployment 
rate has remained stubbornly high over the 
past two decades. This whilst much of the 
poor, especially those not covered by any 
social security programme, continue to live and 
experience abject poverty. 

The current social security reforms need to 
seriously consider inclusive proposals that 
would ensure a truly well-designed social 
security system, that leaves no-one behind 
over their life cycle (from birth to adulthood till 
death). As such, Basic Income Support remains 
one of the best ways to achieve this.

whilst indeed getting jobs is the most promising 
pathway out of poverty in south Africa, this has proven 
to be difficult for many people, particularly the youth.
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As part of this research, key informant 
interviews were conducted with five individuals 
from government, academia and civil society 
to get their general views on the BIS and South 
Africa’s social security system. The in-depth 
interviews were conducted via telephone and 
Skype and the experts were selected on the 
basis of their understanding of the issue as 
well as their potential to offer solutions to the 
problem.

All of the key informants 
agreed that south Africa’s 
social security system should 
be reviewed including the 
ability of the system to cater 
for adults in poverty. 
In fact, all of them agreed that a BIS is an ideal 
solution closing the current social security 
gap in South Africa. However, there was a 
general feeling that the BIS in its purest form 
as defined in Chapter 2 of this paper as a 
proposal, may take time before being adopted 
and implemented as government policy. As 
such, the key informants offered a number of 
policy proposal and programmes that could 
potentially be implemented whilst working 
towards a universal BIS including:  

expansion of the Unemployment insurance  
fund (Uif)
The idea behind this is essentially to expand 
the current uIF system to include and cover 
adults in poverty regardless of whether they 
have previously worked or not. The proposal 
is fundamentally a social grant to adult 
beneficiaries who are unemployed, where 
there would be no prerequisite needed for 
beneficiaries to have contributed to the fund 
to receive the benefit. The benefit however will 
only be given to individuals who fulfil certain 
criteria’s or conditions which may include; the 
beneficiary actively seeking employment, be 
in training/school and be willing to take up any 
employment offered by the state. The biggest 
challenge to this proposal is determining 
the length and benefit amount to be paid to 
beneficiaries. In its current form, the uIF benefit 
provides short term relief (up to 12 months) 

to workers when they become unemployed  
or unable to work because of maternity, adoption 
leave or illness. The system is dependent on 
workers contributing to the funds and pays-out 
whenever they need it. However, introducing a 
new category of beneficiaries who may never 
contribute to the fund will mean that the fund 
will have to possibly be funded from government 
revenues (raising taxes etc.), and will potentially 
have to allow beneficiaries to receive the benefit 
for more than a year and until they find suitable 
employment.

minimum wage
This is a classic tool to give income security to 
those at or near the bottom of labour markets. 
The major drawback of the minimum wage is 
that whilst it can provide a floor for those in 
labour, it obviously does not cover those outside 
it. South Africa has a large informal sector, which 
makes it harder to apply or enforce the minimum 
wage than in the case of an economy based or 
regular full-time wage employment. Overall, a 
minimum wage is harder to apply effectively 
or equitably in flexible labour markets, and is 
administratively costly (Standing, 2002, p. 26). 
Nevertheless, the argument made here is rather 
than this initiative being implemented on its 
own, a BIS would effectively complement and 
in fact, strengthen the minimum wage policy. 
The two initiatives can achieve complementary 
objectives, particularly increasing workers 
bargaining power.

Public works
These are classic schemes by which the poor 
are paid to do something, usually labour-
intensive activities, and particularly widespread 

4.5 kEy INfORMANT INTERVIEwS ANd  AlTERNATIVES TO BIS
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in developing countries including S.A. Similar 
to the employment or wage subsidies, the 
Extended Public Works Programme (EPWP) in 
South Africa has yet to yield any meaningful long 
term results with regards to sustainable long 
term employment. Ideally, the implementation 
process of these programmes shouldn’t only be 
about reducing poverty temporarily, but also 
to ensure sustainable job creation within the 
existing projects and ensure that monitoring 
and evaluation is done continuously. The 
Social Security Coalition notes, the EPWP 
should not be considered as an alternative 
to BIS, like the minimum wage. rather a BIS 
should be considered as complementary to 
EPWP and would strengthen the programme 
(including providing more access to income to 
beneficiaries). 

extension of social grants
These are benefits or income transfers provided 
to families or individuals based on means-
tests, often with some conditions attached to 
the benefit. In South Africa, grants have been 
proven to be effective tools to eliminate poverty 
and reduce inequality. However, there are gaps 
within the systems including not providing 
formal assistance to those between the ages of 
18 – 59 (unless in school for a Foster Care and 
under 21 years, or have a disability which renders 
you unable to find employment). A number 
of proposals were made by key informants to 
extend the current social grants programme to 
include: vulnerable pregnant women (maternity 
benefit), increasing the Child Support Grant 
amount to the food poverty line, universalising 
the older persons grant and/or expanding the 
older persons grant eligibility age downwards 
to 55 years from the current 60 years. The idea 
is that these grants already reach households 
with poor adults and serve, in many ways, as 
household grants rather than individual grant. 
Whilst this may be true, grants amounts are 
generally based on individual needs rather 
than households needs. Furthermore, these 
proposals would still omit those deserving 

adults if for instance the household does not 
have any social grant recipient (child support, 
older persons etc.). Nevertheless, a BIS may be 
integrated into the social assistance system in 
a number of ways which reinforce impact and 
reduce fiscal cost.

employment or wage subsidies
These refer to payment or tax credits paid to 
employers (usually) for employing workers, and 
are intended to enable firms to create more jobs, 
and workers to receive higher wages than might 
be justified by the productivity of the jobs or of the 
workers. South Africa has in the recent years also 
gone this route, the major drawback is that these 
schemes entail large ‘deadweight’ (inefficiency 
created in the market, typically due to demand 
and surplus issues that have a negative impact on 
a society) and ‘substitution’ effects, and tend to 
distribute income regressively, giving to capital 
(business) and not workers (Standing, 2002). 
The reality is that despite government investing 
in these initiatives, unemployment levels have 
remained very high in South Africa suggesting 
that these types of initiatives have largely failed 
over the long term.

work seekers Grant/employment Guarantee 
schemes: 
In many ways similar to EPWP programmes, the 
aim of work seekers grants is to enhance the 
livelihood of a country’s citizens by providing 
a number of days of wage employment in a 
year to every household whose adult members 
volunteer to do work (could be manual and 
unskilled). The scheme requires capacity and 
effective administration and thus creates 
potential for corruption (BlackSash, 2018). 
Nevertheless, a work seekers grant is in some 
ways a politically palatable name for a form of 
BIS and would work best if it is not tied to any 
conditionality’s (i.e. attending a job centre). 
Similarly, a Job Seekers Fund may be set up 
to essentially assist those people, especially 
between the ages of 24 – 35 in South Africa, 
gain entry into employment. 

On the question of how these proposals, let alone the BIS, could be financed, there was no clear 
consensus. Possible sources of funding ranged from National Treasury using the fiscal drag, to 
capital and property tax and progressive vAT (all discussed in the next chapter). In essence, the 
key informants highlighted that the funding mechanisms all depended on the cost of the proposal 
and the political will from the ruling party. Nevertheless, despite key informants proposing interim 
proposals to the BIS, mainly on the basis of the proposal being potentially expensive and may 
take years before being implemented, they all agreed that the social and potentially labour market 
implications of introducing the BIS would be positive.  
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chaptEr 5: 
BASIC INCOME OPTIONS 
TO CONSIdER
One of the key arguments for the introduction 
of Basic Income Support is its promise to offer 
a solution to persistent poverty and inequality 
that currently exists in South Africa. However, 
the potential impact of BIS on poverty and 
inequality hinges on key design parameters with 
regard to the level of benefits and their capacity 
to meet people’s needs, coverage, as well as on 
the way how BIS is financed (Ortiz, Behrendt, 

Acuna-ulate, & Nguyen, 2018). In essence, BIS 
would be able to reduce poverty and inequality 
only if it provides for adequate benefit levels 
(monthly amount) and coverage as well as if 
it’s financed in a sustainable and equitable way. 
Ensuring adequate benefit levels however comes 
at a substantial cost and requires appropriate 
financing strategies. This section focuses on the 
question of affordability.

The size of BIS or amount per beneficiary, 
together with demographic assumptions 
determines the gross cost of the income 
transfers associated with BIS. According to 
Stats S.A (2018), South Africa has an estimated 
population of about 56.5 million people, of 
which about 18 million are currently receiving 
the existing social assistance programmes. 
Assuming BIS of r561 a month the gross cost 
of the income transfer for all 56.5 million South 
Africans would be about r380 billion per 
annum and about r260 billion per annum if 
we exclude current social grant beneficiaries. 

Adjustments to the income tax structure 
can recoup some of these transfers without 
significantly affecting the vertical equity of 
the net tax burden11. 

Adjusting the tax rates and income thresholds 
at lower income levels will gradually recuperate 
BIS from the middle- and upper-income earners. 
Furthermore, the value-added tax, in turn, 
would also recoup a significant portion of the 
expenditure associated with the net transfers 
(using this example, about r9 billion would be 
recouped through vAT).

5.1 AffORdABIlITy Of BIS
various research over the past years has 
evaluated the potential fiscal impact of Basic 
Income Support under alternative financing 
and implementation scenarios. The general 

consensus is that the costs of BIS may be 
substantial however, as highlighted earlier, the 
magnitude of the fiscal impact depends on 
several factors including:

The size of BIS 
(amount or 

benefit);

The growth 
effects resulting 

from the 
improved living 

standards

The impact of 
BIS on other 
government 
expenditure

The take up 
rates for BIS

How BIS is 
financed
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The BIS is also likely to promote economic 
growth through a number of important 
transmission mechanisms including: (i) 
Supporting both increased labour supply 
and demand, raising employment levels and 
supporting economic growth, (ii) possibly 
promoting the accumulation of social capital, 
which raises the productivity of labour and 
capital, and fuels economic growth and job 
creation and, (iii) at a macro-economic level, 
it would raise the level of aggregate demand 
while shifting the composition of demand 
in a way that potentially promotes higher 
rates of growth and employment (Samson, 
et al., 2002). By concentrating growth on 
lower income individuals, recipients of the 
BIS gradually move to income levels in which 
their net transfer is reduced. This lowers the 
overall net cost of the BIS transfer over time. 

in addition to the bis 
having a positive impact 
on economic growth, 
it also supports more 
efficient social services. 
That is, a BIS is likely to create higher living 
standards which is likely to raise the efficiency of 
the educational system, reducing the repeat rate 
and thus economizing on educational resources. 
Over the long term, improved nutrition raises 
lifetime health levels, which reduces the strain 
on the public health system. The argument here 
is that the medium to long term impact of Basic 
Income Support is likely to reduce cost pressure 
on several social sectors, resulting in a reduction 
in the net fiscal impact of the grant (Samson, et 
al., 2002).

The ILO and other uN agencies have pointed to 
the capacity of national governments to achieve 
the extension of social protection coverage 
and benefits by exploring all possible means of 
expanding fiscal space. The two organizations 
highlight that there is a wide variety of options 
to generate resources for social protection, 
even in the poorest countries. Of course, each 
of the fiscal space options should be carefully 
examined at the national level, including their 
trade-offs, winners and losers, and discussed 
in an open national dialogue.  In addition to 

the options highlighted earlier, Ortiz, Behrendt, 
Acuna-ulate, & Nguyen (2018)  suggest finance 
options for a BIS at adequate benefit levels to 
effectively reduce poverty and inequlity. These 
include:

re-Allocation of Public expenditure: 
This is the most orthodox which includes 
assessing on-going budget allocations, 
replacing high-cost, low-impact investments 
with those larger social impacts, eliminating 
spending inefficiencies and/or reducing 
administrative costs. One such budget re-
allocation could be on the current social 
assistance budget. Over the past ten years, the 
department of Social development (dSd) has 
returned at least a total of r9 billion to National 
Treasury due to under expenditure on social 
grants. In fact, the social grants budget has 
declined from 3.6% of GdP in the mid-2000s to 
the current 3.1%. Part of these amounts could be 
used to fund BIS. Besides the dSd, government 
has had over the past years introduced a lot 
more programmes including the tax incentive 
bill and current youth employment service. The 
challenge with these programmes is that whilst 
money is being spent on them, their results 
and long-term impact are largely unknown or 
minimal due to lack of programme evaluations. 

increasing tax revenues
This can be achieved by altering different types 
of taxes including - corporate tax, inheritance, 
property, consumption and import/export tax. 
restructuring vAT along progressive lines, 
primarily by increasing the rate on luxury 
goods can generate additional revenue of 
millions if not billions per annum. Furthermore, 
strengthening the efficiency of tax collection 
methods and overall compliance will help 
raise tax revenues. According to the davis Tax 
Committee (2018), South Africa’s effective 
corporate rate is nowhere near the nominal 
28% the law prescribes. The committee 
estimates the effective rate to be somewhere 
between 10% and 12%, with sectors such as 
construction and mining paying as little as 
4% to 7%. The committee highlights that the 
nominal rates get lowered by the legitimate use 
of allowances and incentives as well as abuse 
of loopholes. understandably, it might not be 
worthwhile to increase the corporate tax rate 
under these current economic conditions and 
more especially if the current incentives and 



43BASIC INCOME SUPPORT
A CAse for south AfriCA

allowance remain. However, it is very much 
worthwhile considering removing some of the 
generous incentives and allowances in order to 
get close to the effective rate and also increase 
revenues. 
fiscal drag
In simple terms, fiscal drag operates by having 
people, who have normal inflation-related 
increases in pay, jump into new higher tax 
brackets because the brackets have also not 
moved up by at least inflation (van rensburg, 
2019). After the 2019 budget speech, South 
Africa is set to raise some r12.8 billion in the 
financial year from fiscal drag. Although this 
way raising money is potentially regressive, the 
South African government has had no problem 
especially in the past decade to use it to raise 
funds for other things (possibly including the 
bailing out of state owned enterprises). In line 
with their own principle, 
the government could also potentially raise 
funds for the BIS through fiscal drag.  

eliminating illicit financial flows (iff)
There is sufficient evidence demonstrating that 
massive amounts of revenue are transferred 
from South Africa annually in ways that 
significantly deprive the South African revenue 
Services (SArS) and national Government of 
resources that could be used to improve local 
livelihoods. In fact, between the year 2003 and 
2012, South Africa experienced IFFs totaling 
more than r1.6 trillion, close to r400 million 
in 2012 alone (Chikozho, 2018). The country’s 
IFFs account for nearly 7.6 percent of GdP, 
representing twice the average for developing 
countries, trade mispricing and abusive transfer 
pricing account approximately 65% of the IFFs 
(Chikozho, 2018). Evidence also shows that 
main perpetrators of illicit transfers and tax 
evasion are high net worth individuals and 
the mining and extractive sector. A number of 
recommendations are therefore made to the 
government to minimize IFF including (AIdC, 
2019): restoring institutional capacity especially 
SArS, the need to implement the General Anti-
Tax Avoidance Act (GATA) to reduce the space 
for profit shifting, enhanced transparency as a 
tool of compliance and paying special attention 
to strategic sectors (including mining). 

Utilization of Uif surplus
South Africa’s unemployment Insurance Fund 
(uIF), which largely provides for short-term 

relief to workers when they become unemployed 
or are unable to work because of maternity, 
adoption leave, or illness. The fund also 
provides relief to the dependents of a deceased 
contributor. Over the years, the uIF has built 
over r130 billion in surpluses mostly as a result 
on returns on investment (bonds) as well as 
benefits payments which were significantly less 
than the contributions. The surplus is likely to 
continue growing even with the latest benefit 
amendments from the uIF including extending 
the number of benefit days to 365 (from 238) 
as well as improved benefits for illness. It should 
be noted that the uIF has attempted to utilize 
some of its surpluses for job creation and 
poverty alleviation including training schemes for 
unemployed people. However, these initiatives 
have on average costed the fund less than 5% 
per annum (TIPS, 2016). The uIF Act makes 
provision for interventions towards job creation, 
skills development and training, and this should 
be taken advantage of. Around 10% (or over r13 
billion) of the surplus from the fund can be used 
towards funding a conditional income grant.  

Other taxes
The government could also raise some money 
through other taxes including carbon taxes as 
well as increasing consumption taxes on luxury 
goods (e.g. high end cars). 

Basic Income Support represents a substantial 
commitment of fiscal resources and any 
government that considers its implementation 
should carefully examine all options, including 
the progressivity or regressivity of proposed 
measures, potential risks and trade-offs. 

Nevertheless, a well-managed programme 
is affordable and consistent with fiscal 
responsibility. South Africa’s tax structure has 
the potential to finance the majority cost of 
the programme without recourse to deficit 
spending. The long-term growth implications 
of the developmental impact further 
support macroeconomic stability and fiscal 
affordability.

11 vertical equity is a method of collecting income tax in which the 
taxes paid increase with the amount of earned income. The driving 
principle behind this is that those who have the ability to pay more 
taxes should contribute more than those who cannot.
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5.2.2 Option 2: Phased-in BIS

Phase 1: Another option is to adopt a phase-in 
approach. The BIS will first be provided to those 
between the ages of 55 – 59 using the current 
means test formula for the older persons grant. 
This option effectively reduces the eligibility 
age of the old persons grant (OPG) to 55 from 
the current 60 years. under this option, three 
amounts are costed 

including the lower bound and upper bound 
poverty lines amount of r561 and r1,227 a 
month respectively and the full OPG amount 
which is currently r1 860 a month (as of April 
2020). This option would cost the state around 
R5 billion per annum (if providing r561 a 
month) and about r16.85 billion per annum at 
the full OPG amount.

Table 3:  A means tested bis for people aged 55 – 59

Table 2: A bis for unemployed people between the ages of 18 - 59. 

estimated beneficiaries monthly Amount total Gross cost

10.4 million r561 r70 billion

10.4 million r810 r101 billion

10.4 million r1 227 r153,1 billion

estimated beneficiaries monthly Amount total Gross cost

755k r561 r5.1 billion

755k r1 227 r11.1 billion

755k r1 860 r16,85 billion

Phase 2: The second phase of this option would 
be to expand the BIS to the second group of the 
qualifying population (who are unemployed) 
aged 36 to 54 years. Just like the previous 
option, the costed options are based on the 
three poverty line  amounts, of food poverty 

line, lower bound poverty line and the upper 
bound poverty line. under this phase about  
5.5 million would qualify costing the state 
roughly r37 billion per annum at if provided at 
the food poverty line.

5.2 BIS fINANCINg: SIMPlE SCENARIOS fOR SOUTh AfRICA 

5.2.1 Option 1: unemployed Adults

under this option, a BIS is provided to a 
certain group of the population conditionally. 
As such, the option provides BIS to all people 
between the ages of 18-59 years and who are 
unemployed and receive no or little income. 
under this option, about 10.4 million would 

qualify for the BIS with a gross cost of about 
r70 billion per annum if BIS is provided at 
the food poverty line of r561 a month and 
cost about r153 billion per annum at r1 227 a 
month (upper bound poverty line).



45BASIC INCOME SUPPORT
A CAse for south AfriCA

Table 4: A means tested bis for people aged 36 - 54

estimated beneficiaries monthly Amount total Gross cost

5.47 million r561 r36,8 billion

5.47 million r810 r53,2 billion

5.47 million r1 227 r80,6 billion

Phase 3: Another phased in approach would 
be to include unemployed youth aged 18 – 
35. using a number of assumptions including 
not considering youth attending educational 
institutions, then about 6 million people would 
qualify for the BIS every month. The gross 
cost implications of this example is about  
r40 billion per annum at r561 a month. 

This final phase will eventually cater for all 
South African’s in the country. Option 2 here 
merely sets out the possibilities in which the 
government can systematically introduce a BIS 
to eventually ensure that adults who are not 
in employment are catered for, and this could 
be set in line with immediate national budget 
considerations. 

Table 5: A means tested bis for people aged 18 - 35

estimated beneficiaries monthly Amount total Gross cost

6 million r561 r40,4 billion

6 million r810 r58,3 billion

6 million r1 227 r88,3 billion

5.2.3 Option 3: universal BIS 

This last option proposes a universal BIS for 
everyone in the country regardless of their 
income. The three options represented here 
include a r561 amount per month (food poverty 

line) as well as r810 (lower bound poverty) 
and r1,227 (upper bound poverty). The overall 
costs of these options are highlighted in the 
table below. 

estimated beneficiaries monthly Amount total Gross cost

56.5 million r561 r381 billion

56.5 million r810 r549 billion

56.5 million r1 227 r832 billion

Option 3:  A bis for everyone at different amounts
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chaptEr 6: 
CONClUSION
The government of South Africa has over 
the past two decades made efforts to deal 
with the challenge of poverty, inequality and 
unemployment with limited success. These 
indicators have remained alarmingly high since 
the dawn of democracy and look set to be so in 
the foreseeable future especially with the current 
global COvId-19 pandemic. For a relatively 
large percentage of South Africans, poverty is 
unfortunately a permanent state. 

Whilst the country has a relatively good basic 
social security including social assistance, the 
system still has a significant coverage gap. 

This is compounded by the fact that the monthly 
grant amounts are generally insufficient to meet 
recipients’ basic needs, a fact highlighted by the 
united Nations Committee on the International 
Covenant on Economic, Social and Cultural rights 
(ICESCr). 

The Committee’s report on South Africa 
emphasises that the levels of government’s 
social assistance benefits are too low to ensure 
an adequate standard of living for recipients and 
their families. 

The South African government has a duty to 
“ensure that those aged 18 to 59 with little and 
no income have access to social assistance”  as 
well as consider the possibility of introducing 
a universal basic income grant.  While the roll 
out of a temporary COvId-19 Social relief of 
distress grant of r350 and a Caregiver grant of 
r500 per month to those who have no income 
is a significant new intervention, government 
is yet to implement a permanent programme 
of social assistance for those aged 18 to 59 
with little and no income by 31 October 2020 
as well as increase the value of such support 
considerably.  

This paper supports the conclusion that the 
basic income support is feasible, affordable and 
supportive of poverty and inequality reduction, 
economic growth and job creation. Basic Income 
Support programmes have the potential to 
fortify the ability of the poor to manage risk 
while directly improving their livelihoods. 

The BIS debate reaffirms the necessity 
and importance to provide every 
member of society with at least a 
minimum level of income security 
which is essential to the realisation of 
human dignity - the very principles of 
social security.

The adequacy of benefits needs to 
be ensured such that BIS effectively 
reduces poverty and inequality. As 
such, a BIS benefit levels would need 
to be set at a level that is adequate to 
ensure at least a basic level of income 
security, especially for persons who do 
not have any other source of income. 
The nature and level of benefits should 
also ensure non-discrimination against 
any person and responsiveness to 
people with special needs.

As basic income security is not 
sufficient to ensure effective access to 
basic services, a BIS would need to be 
combined with effective policies that 
ensure universal access to health care, 
education and other social services 
currently being offered by government.

A BIS would need to be anchored in a 
sound legal and institutional framework 
that clearly defines the level and range 
of benefit as well as its duration; the 
qualifying conditions and the financing 
modality. And,

The BIS is an affordable option for 
South Africa (especially using a more 
targeted approach) and there are 
feasible financing options for it. The 
optimal financing package will involve a 
mix of tax sources (including increasing 
tax revenue, recovering funds  through 
vAT, utilisation of uIF surplus) as well 
as some good financial governance.

more specifically, the 
paper concludes that:
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abbrEviationS

BIEN Basic Income Earth Network

BIS Basic Income Support

COvId-19 Corona virus disease 2019

dPmE department of monitoring and Evaluation

dSd department of Social development

EPWP Expanded Public Works Programme

IdTT  Inter-departmental Task Team on Social Security

ICESCr International Covenant on Economic Social and Cultural rights

ILO International Labour Organisation

NdP National development Plan

SASSA South African Social Security Agency

Stats S.A Statistics South Africa

uBI universal Basic Income

uIF unemployment Insurance Fund

WB World Bank
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Black sash National office, Elta house, 3 Caledonian Road, mowbray, 7700
Tel: +27 21 686 6952 | Fax: +27 21 686 6971 | Email: info@blacksash.org.za

Follow us on Twitter @black_sash
Find us on Facebook.com/BlacksouthAfrica

www.blacksash.org.za

eastern cape regional Office T: +27 41 487 3288 | E: ecro@blacksash.org.za
Gauteng regional Office T: +27 11 834 8361 | E: gro@blacksash.org.za

kwa-Zulu Natal regional Office T: +27 31 301 9215 | E: durban@blacksash.org.za
western cape regional Office T: 021 686 6952 | E: wcro@blacksash.org.za

black sash National helpline
T: 072 663 3739 or 063 610 1865

E: help@blacksash.org.za


