
FISCAL POLICY,  POVER T Y & REDISTRIBUTION IN
SOUTH AFRICA

 
FISCAL POLICY NARROWS THE GAP BE T WEEN THE RICH AND THE POOR

66

1000
 TIMES BIGGER

PER CAPITA INCOME

BOT TOM 10 %
R 200 per  year

TOP 10 % 
R 200,769 per  year

TOP 10%
R 141,075 per  year

BOT TOM 10%
R 2 ,131 per  year

BEFORE F ISCAL POLICY

TIMES BIGGER

AFTER F ISCAL POLICY



TAXES RAISE RESOURCES MAINLY FROM THE RICH FOR REDISTRIBUTION 

SHARE OF INCOME PAID IN PERSONAL INCOME TAX

TOP DECILE  

TOP DECILE  BOT TOM DECILE  

9 .5%

0%

TOP DECILE
R 200,769

BOT TOM DECILE  
R  200

87%
OF PERSONAL 
INCOME TAX
COMES FROM 
TOP DECILE

60%
OF VAT
COMES FROM 
TOP DECILE 12%

SHARE OF INCOME PAID IN VAT

19%



LIFT INCOME OF 
POOREST DECILE
MORE THAN
10 FOLD

SOCIAL SPENDING PROGRAMS BENEFIT  THE POOREST IN SOUTH AFRICA

CASH TRANSFERS AND FREE BASIC SER VICES

BOT TOM 50% 
RECEIVE 54% 
OF
HEALTH &
EDUCATION 
SPENDING 54%

HEALTH AND EDUCATION

QUALIT Y
IS  AN 
ISSUE

R 200
INCOME BEFORE CASH TRANSFERS

R  2 ,827*
INCOME IF
RECEIVE ALL
CASH TRANSFERS

+ R 796

+ R 796

+ R 464

+ R 460

+ R 108

CHILD SUPPOR T GRANT

OLD AGE PENSION

FREE BASIC SER VICES

DISABILIT Y GRANT

OTHER GRANTS

*does not  sum up 
exac t ly  due to  rounding



FISCAL POLICY
REDUCES THE 
GINI  BY ALMOST
A QUAR TER

FISCAL POLICY
LIFTS 
3 .6  MILLION ABOVE 
POVER T Y L INE 
OF $2.50 A DAY

THE SHARE OF THE 
POPULATION LIVING
ON LESS THAN 
$2.50 A DAY

0 

1  

PERFEC T
EQUALIT Y
IN INCOME

.771  

BEFORE

.596
AFTER  

ALL 
INCOME
WITH ONE
PERSON

 
FISCAL POLICY ACHIE VES LARGE REDUC TIONS IN POVER T Y AND INEQUALIT Y

46.2%

39.0%  

BEFORE

AFTER



SOUTH AFRICA’S
GINI  AFTER 
F ISCAL POLICY
IS  STILL  
HIGHER THAN
BRAZIL’S  GINI  BEFORE
FISCAL POLICY
  
*The t ypical  measure of  
  income inequal i t y   

596  
579  

BRAZIL

SOUTH
AFRICA

BEFORE AFTER

SOUTH AFRICA

.429

.511

MEXICO

BRAZIL

ARMENIA

COSTA RICA

F ISCAL POLICY IN SOUTH AFRICA ACHIE VES LARGER REDUC TIONS 
IN INEQUALIT Y THAN IN OTHER COUNTRIES*

GINI  COEFFICIENT*

.439

.579

.393

.508

.357

.403

.596

.771

* I n  a  sample of  12 middle  income countr ies   



 
F ISCAL POLICY IS  EQUALIZING BUT MORE NEEDS TO BE DONE

FISCAL SPACE FOR 
MORE REDISTRIBUTION IS  L IMITED
DUE TO HIGH FISCAL DEFICIT  AND DEBT.

BE T TER QUALIT Y EDUCATION AND HEALTH 
SER VICES AND EFFICIENCY IN PUBLIC 
SPENDING COMBINED WITH GREATER 
JOB OPPOR TUNITIES WOULD REINFORCE 
THE EFFEC TIVENESS OF F ISCAL POLICY IN 
TACKLING THE T WIN CHALLENGES OF 
POVER T Y AND INEQUALIT Y.


