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Our approach 
is to design BIG scenarios and use the ADRS linked 
macro-micro economic model of South Africa 
(DIMMSIMTM) to simulate their economic and 
development impact over the next five years.

άhǳǊ ŦƛǎŎŀƭƭȅ ƴŜǳǘǊŀƭ .LD 
scenarios show that it is 
possible to address the 
extensive poverty and 
inequality in South Africa 
even under an austerian
ǇƻƭƛŎȅ ǊŜƎƛƳŜΦέ

SouthAfricawashit by the COVID-19 pandemicat a time
when the country was already in the midst of an
economic crisis. Sincereturning to the pre-coronavirus
economic recessionis not the most desirable option,
current policychallengesgo beyondshort-term COVID-19
mitigationmeasures.

To help identify actionablepolicy options in our earlier
assessmentof the impact of COVID-19, we proposeda
Six-Pillarpolicyframeworkthat includesreformsof South
!ŦǊƛŎŀΩǎsocialgrant programmeasa pillar. In this issueof
TheBridge, we further consideroptions for a BIGas an
anti-poverty and redistributive measure that can be
designedasa fiscallyneutralprogramme.

Thoughts from the author:

Fiscally Neutral 
Basic Income Grant Scenarios:

Economic and Development ImpactsKey questions

What if:
ω !ƭƭ ǘƘŜ ¦ƴŜƳǇƭƻȅŜŘ ǊŜŎŜƛǾŜ ŀ .LDΚ
ω !ƭƭ ŀŘǳƭǘǎ ǊŜŎŜƛǾŜ ŀ .LDΚ
ω !ƭƭ {ƻǳǘƘ !ŦǊƛŎŀƴǎ ǊŜŎŜƛǾŜ ŀ .LDΚ
ω .LD ƛǎ ŜǉǳƛǾŀƭŜƴǘ ǘƻ ǘƘŜ CƻƻŘ tƻǾŜǊǘȅ [ƛƴŜΚ
ω .LD ƛǎ ŜǉǳƛǾŀƭŜƴǘ ǘƻ ǘƘŜ [ƻǿŜǊ .ƻǳƴŘ tƻǾŜǊǘȅ [ƛƴŜΚ
ω .LD ƛǎ ŜǉǳƛǾŀƭŜƴǘ ǘƻ ǘƘŜ ¦ǇǇŜǊ .ƻǳƴŘ tƻǾŜǊǘȅ [ƛƴŜΚ

Who will be or what will be:
ω ¢ƘŜ Ƴŀƛƴ ōŜƴŜŦƛŎƛŀǊƛŜǎ ƻŦ ŀ .LDΚ
ω ¢ƘŜ ƛƳǇŀŎǘ ƻŦ ŀ .LD ƻƴ ǇƻǾŜǊǘȅΣ ƛƴŜǉǳŀƭƛǘȅΣ ŀƴŘ ƧƻōǎΚ
ω ¢ƘŜ ƛƳǇŀŎǘ ƻŦ ŀ .LD ƻƴ ƘƻǳǎŜƘƻƭŘ ƛƴŎƻƳŜΣ ŜŎƻƴƻƳƛŎ 

growth and government finances?

Key findings

ω 5ŜǇŜƴŘƛƴƎ ƻƴ ǘƘŜ ǎŎŜƴŀǊƛƻΣ ŀ .LD programmecan  
significantly lower income inequality, eradicate poverty, 
and have a positive impact on growth and employment.
It is undoubtedly a pro-poor social policy programme.

ω DƛǾŜƴ ǘƘŜ ƎƻǾŜǊƴƳŜƴǘΩǎ ŀƴǘƛǇŀǘƘȅ ǘƻǿŀǊŘǎ ŘŜōǘ 
financing, the main challenge to introducing a BIG 
programmein South Africa is whether the state is willing 
to adopt a set of tax measures that increases the overall 
tax liability of the top quintiles (i.e., the non-poor) in 
order to recoup the overall cost of a BIG programmethat 
is designed to benefit the poor.  
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https://adrs-global.com/resources/static/downloads/adrs_report_on_covid_19_and_SA_future_economic_outlook.pdf
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!5w{Ω 5ȅƴŀƳƛŎŀƭƭȅ 
Integrated Macro-Micro 
Simulation Model of 
South Africa (DIMMSIMTM) 

ADRShasbuilt a suite of SAmodelsover the last 20 years. Themodelthat we have
usedfor this project is calledDynamicallyIntegratedMacro and Micro Simulation
Model (DIMMSIM). DIMMSIMintegrates!5w{ΩMacro-econometricModel of South
Africa(MEMSA)with its householdmicrosimulationmodelof the country(SATTSIM)
to capturethe dynamicinteractionsbetweenthe macro-economicperformanceand
the povertyandincomedistribution at householdlevel.

For a more detailed 
description of DIMMSIM, 
please read: 
A Technical Introduction to 
DIMMSIMor visit the ADRS 
website under the 
Resources tab.

Specifications of Scenarios: The Baseline Scenario

The Baseline Scenario includes the impact of COVID-19 and assumes that the recent past economic policies will continue 
during 2021-2025. Key features of the scenario include:

Covid-19 Economic Shocks: 

ωPandemic related domestic 
and international spillover 
shocks impact the economy, 
including household welfare, as 
captured by 
Adelzadeh et al (2021). 

Macroeconomic Policy:

ωFiscal policy limits annual increases in 
general government investment to 6% 
and general government final 
consumption expenditure to 7.5%.
ωInvestment by public corporations 

annually increases by 6%.
ωMonetary policy continues to strictly 

adhere to inflation targeting.

Social Policy:

ωPhase 4 of EPWP will include no changes to the number of job 
opportunities or remuneration rates of Phase 3.
ωThe social security programmeremains unchanged, with grant 

amounts annually adjusting by inflation.
ω No new major social policy measures are introduced over the next 5 

years.
ωNo changes are made to the current income and wealth tax and the 

value-added tax policies over the next 5 years.

SCENARIOS & ASSUMPTIONS

DIMMSIM has a broad 
heterodox theoretical 
foundation and utilises
modern time series 
estimation methods for 
ōǳƛƭŘƛƴƎ ǘƘŜ ƳƻŘŜƭΩǎ 
system of equations. 
5Laa{LaΩǎ 
microsimulation
component includes three 
ƻŦ ƎƻǾŜǊƴƳŜƴǘΩǎ ǘŀȄŀǘƛƻƴ 
policies (i.e., personal 
income tax, excise tax and 
value-added tax) and six 
transfer programmes(i.e., 
old age grant, child 
support, disability grant, 
care dependency grant, 
care giver support and the 
basic income grant).

FINAL	DEMAND	BLOCKS	
(769	equations)	

Consumption	

Investment	

Government	

Exports	

Imports	

Inventory	

EXOGENOUS	AND		
PARAMETER	BLOCK	

Population	
Oil	price	

Gold	price	
OECD	Growth	Rate	

Sub-Sahara	Growth	Rate	
U.S.	Interest	Rate	

Import	prices	
Policy	variables	

Policy	parameters	
Other	variables		

OUTPUT	BLOCKS	
(712	equations)	

GVA	at	basic	prices	
GVA	at	Market	Prices	
GDP	at	Factor	Cost	

Primary	Sector	

Secondary	Sector	

Tertiary	Sector	

LABOUR	MARKET	BLOCK	
(186	equations)	

PRICES/ WAGES	BLOCKS	

(413	equations)	

Wage	rates	
Sector	prices	

Consumption	deflators	
Investment	deflators	

GDP	deflator	

Consumer	Price	Index	
Producer	Price	Index	

INCOME/ EXPEND/
SAVING	BLOCKS	

(569	equations)	

Household	

Business	

Government	

LONG	TERM	BLOCKS	

Output	 Investment	 Consumption	

Employment	 Exports/ Imports	 Wage	rate/ Prices/ Deflators	

ACCOUNTING	CONSISTENCY	
BLOCKS	

(470+	equations)	

Macroeconomic	

Microeconomic	

Linked	Macro-Micro	

MICROSIMULATION	
MODULES	

Income	Tax	and	Indirect	Taxes	
Old	Age	Pension	

Child	Support	Grant	
Disability	Grant	

Care	Dependency	Grant	

Care	Giver	Grant	
Basic	Income	Grant	

Income/Expenditure/Saving	
Poverty	

Income	Distribution	

FINANCIAL	&	MONETARY	
POLICY	BLOCK	

Interest	rates	
Exchange	rates	
Money	supply	

Credit,	Wealth,	Debt	
Financial	account	

(569	equations)	

https://adrs-global.com/resources/static/downloads/A_Technical_Introduction_to_DIMMSIM.pdf
https://adrs-global.com/resources/static/downloads/adrs_report_on_covid_19_and_SA_future_economic_outlook.pdf
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BIG Assumptions for Government Outlays and Receipts

Three scenarios are designed for all 

those who are broadly defined as 

unemployed in the economy. 

The scenarios are similar in terms of 

their eligibility conditions and differ in 

terms of their entitlement conditions.

Eligibility Requirements:

ωShould be 18 to 59 years old.
ω{ƘƻǳƭŘ Ŧŀƭƭ ǳƴŘŜǊ {ǘŀǘǎ {!Ωǎ άōǊƻŀŘƭȅ    
ǳƴŜƳǇƭƻȅŜŘέ ŎŀǘŜƎƻǊȅΦ
ω Should not receive any other grants.
ω Should not be in school.
ω All current grants will continue as they are.

Entitlement Conditions:

ÅThe three unemployment grants pay 
ŜǉǳƛǾŀƭŜƴǘ ƻŦ ǘƘŜ {ǘŀǘǎ {!Ωǎ CƻƻŘ tƻǾŜǊǘȅ 
Line (FPL), the Lower Bound Poverty Line 
(LBPL) and the Upper Bound Poverty Line 
(UBPL) respectively.
ω The grant will go into effect in 2021.
ω The grant amounts adjust annually by 5%.
ω All current grants also adjust annually to 

inflation.

UNEMPLOYED
BIG

ADULT
BIG

UNIVERSAL
BIG

The model has been used to simulate 
the impact of three Adult BIG scenarios 
with following eligibility and 
entitlement conditions.

Eligibility Requirements:

ω Should be 18 to 59 years old.
ωAll current grants will continue as they are.

Entitlement Conditions:

ω The three Adult Basic Income grants pay 
ŜǉǳƛǾŀƭŜƴǘ ƻŦ ǘƘŜ {ǘŀǘǎ {!Ωǎ CƻƻŘ tƻǾŜǊǘȅ 
Line (FPL), the Lower Bound Poverty Line 
(LBPL) and the Upper Bound Poverty Line 
(UBPL) respectively.

ω The grant will go into effect in 2021.
ω The Adult BIG amounts adjust annually 

by 5%.
ω All current grants also adjust annually to 

inflation.

The model has been used to simulate 
the impact of three Universal BIG 
scenarios with following eligibility and 
entitlement conditions.

Eligibility Requirements:

ω The entire population of South Africa, as 
estimated by the Stats SA, will be eligible.

ω All current grants, except the Child Support 
Grant, will continue as they are.

Entitlement Conditions:

ω The three Universal Basic Income grants 
Ǉŀȅ ŜǉǳƛǾŀƭŜƴǘ ƻŦ ǘƘŜ {ǘŀǘǎ {!Ωǎ CƻƻŘ  
Poverty Line (FPL), the Lower Bound 
Poverty Line (LBPL) and the Upper Bound 
Poverty Line (UBPL) respectively.

ω The grant will go into effect in 2021.
ω The Universal BIG amounts adjust annually 

by 5%.
ω All current grants, except the Child Support 

grant that will be discontinued, adjust 
annually to inflation.

1. TheBaseline{ŎŜƴŀǊƛƻΩǎmacroeconomicpolicyassumptionshavebeenusedfor all the BasicIncomeGrantscenarios.

2. It is assumedthat the main targetsof the new grantscenariosare individualsandhouseholdsin the bottom quintiles,andthat the top quintiles
areexpectedto bearthe overallcostof the new grant. Therefore,the new grant is designedto be asfiscallyneutral aspossible,which is expected
to be achievedthrougha mix of tax measures(e.g., wealth tax, landtax, financialtransactiontax, incometax,export tax). Therefore,for modelling
purposes,the simulationsof the newgrantscenariosincludethe following:
Å Thebottom two quintileswill receivethe newgrantwith no changesto their incomeandwealth tax liabilities.
Å Individualsfrom the third quintile that will receivethe new grant will return the equivalentamount to the state throughadjustmentsof their

incomeandwealth tax liabilities.
Å Thetop two quintiles that will receivethe new grant will return more than the equivalentamount to the state through adjustmentsof their

incomeandwealth tax liabilities. Theincreasein the tax liability of the top quintilesis designedto help the state recoupnot only the amount
directlypaidto them but alsothe amountpaidto the bottom two quintiles.

Å Overall,the increasein governmentspendingon the newgrantismodelledto matchthe increasein its incomeandwealth taxrevenue.

3. Giventhe closeequivalencebetweeneachǎŎŜƴŀǊƛƻΩǎinjection into householdincomeof the bottom two quintilesandleakagefrom household
incomeof the top two quintiles,total householddisposableincome(i.e., grossincomeminusincomeandwealth tax andother deductions)is not
expectedto grow that differently acrossscenarios. It is therefore important to recognisethat the proposedBasicIncomeGrant scenariosare
mainly designedas anti-poverty and anti-inequality (i.e., redistributive) measuresthat are expectedto have limited growth and employment
impact.

4. Notwithstandingthe previouspoint, the modelsimulationsdo takeinto accountdifferencesin the consumptionbehaviourof householdsacross
quintiles. Thus,DIMMSIMdoesquantify the extent to which the abovedifferenceslead to differential growth and employmentoutcomesacross
scenarios(i.e., the stimulusimpact).

άώ¢ϐƘŜ ǇǊƻǇƻǎŜŘ .ŀǎƛŎ LƴŎƻƳŜ DǊŀƴǘ {ŎŜƴŀǊƛƻǎ ŀǊŜ Ƴŀƛƴƭȅ ŘŜǎƛƎƴŜŘ ŀǎ 
anti-poverty and anti-ƛƴŜǉǳŀƭƛǘȅ όƛΦŜΦΣ ǊŜŘƛǎǘǊƛōǳǘƛǾŜύ ƳŜŀǎǳǊŜǎ ΧΦέ

Specifications of Scenarios: BIG Scenarios
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BIG Monthly Payment Assumptions (2020-2025)

Lƴ ǘƘƛǎ ǎǘǳŘȅΣ ǘƘŜ .LD ǎŎŜƴŀǊƛƻǎ ŀǊŜ ŘŜǎƛƎƴŜŘ ǘƻ Ǉŀȅ ŀƴ ŀƳƻǳƴǘ ŜǉǳƛǾŀƭŜƴǘ ǘƻ {ǘŀǘǎ {!Ωǎ ǘƘǊŜŜ ǇƻǾŜǊǘȅ ƭƛƴŜǎΣ ŀƴŘ 5Laa{La ǳǎŜǎthe 
Upper Bound Poverty Line for its annual projections of income poverty and the poverty gap. 

¢ƘŜ ƭŀǘŜǎǘ {ǘŀǘǎ {!Ωǎ ƳƻƴǘƘƭȅ ǇƻǾŜǊǘȅ ƭƛƴŜ ǾŀƭǳŜǎ ŀǊŜ ŦƻǊ нлнлΦ ¢ƻ ŜǎǘƛƳŀǘŜ ǘƘŜ ƭƛƪŜƭȅ ǾŀƭǳŜǎ ƻŦ ǘƘŜ ǘƘǊŜŜ ǇƻǾŜǊǘȅ ƭƛƴŜǎ ƻǾŜǊthe next five 
years, the compound annual growth rate (CAGR) of each poverty line was calculated, using Stats SA data for 2015 to 2020. As aresult, 
for the period after 2020, each monthly poverty line has been annually uprated by 5%. 

The main targets of a BIG scenario are individuals 
and households in the bottom quintiles, with the 
top quintiles bearing its overall cost. 

Poverty	Lines 2020* 2021 2022 2023 2024 2025

Food	Poverty	Line R585 R614 R645 R677 R711 R747

Lower	Bound	Poverty	Line R840 R882 R926 R972 R1	021 R1	072

Upper	Bound	Poverty	Line R1	268 R1	331 R1	398 R1	468 R1	541 R1	618

Note:	*The	poverty	line	values	for	2020	are	from	Stats	SA's	National	Poverty	Line	2020,	Statistical	Release	P0310.1,	29	July	2021.	

http:/ /www.statssa.gov.za/publications/P03101/P031012020.pdf

Alternative	Poverty	Lines	and	Grant	Amounts	(Rand,	Monthly)
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Distribution
of BIG 
beneficiaries

2021 2025 2021 2025 2021 2025

South	Africa 8	892	770 8	441	870 35	265	350 37	117	250 59	520	153 62	228	889

Male 40,4 38,5 49,9 50,0 48,9 48,9

Female 59,6 61,5 50,1 50,0 51,1 51,1

African 86,4 88,0 79,0 80,1 81,5 82,2

Coloured 9,9 9,4 9,5 9,3 8,7 8,5

Quintile	1 23,5 24,0 14,9 14,9 18,6 18,5

Quintile	2 20,2 20,6 17,0 17,0 18,9 19,0

Urban 58,6 57,4 61,5 61,6 54,5 54,9

Rural 41,4 42,6 38,5 38,5 45,5 45,1

Source:	Asghar	Adelzadeh	(ADRS,	Dynamically	Integrated	Macro-Micro	Simulation	Model	of	South	Africa,	DIMMSIM)

Grant	Distribution	(Shares	of	Total,	%)

Unemployed	BIG Adult	BIG Universal	BIG
Grant	Recipients

Estimated Number of 
Grant Recipients

SA Future Outlook with Baseline Scenario

COVID-19 is projected to have multi-year impact on the economy. Over time, economic indicators will gravitate towards pre-pandemic 
low economic growth and high rates of unemployment and poverty that have been associated with the policy status quo.

RESULTS
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Impact of BIG Scenarios (2021-2025)

The Adult BIG will be even more 
effective in reducing poverty rate, 
and the Universal BIG can 
potentially eradicate income 
poverty in South Africa, if the 
grant amount is set equal to the 
official Upper Bound Poverty Line.

Poverty Rate Impact

The Basic Income Grant will 
significantly reduce the depth 
of poverty, measured by 
Poverty Gap.

Depending on the scenario, 
the poverty gap is projected to 
decline between 38% 
(Unemployed BIG FPL 
Scenario) and 100% (UBIG 
UBPL Scenario).

Poverty Gap Impact

Relative to the Baseline Scenario, 
an overall economic policy 
scenario that includes a Basic 
Income Grant option will be 
slightly (i.e., 1-2%) or significantly 
(i.e., 3-10%) more effective in 
reducing income inequality, 
respectively.

Overall, since the focus of the BIG 
scenarios is on benefiting the 
bottom quintiles, the scenarios 
with higher grant amounts will be 
much more effective in reducing 
income inequality.

Inequality Impact

Baseline

2020 UBPL FPL LBPL UBPL FPL LBPL UBPL FPL LBPL UBPL

South	Africa 13,3 -27,4 -38,5 -43,2 -50,7 -55,2 -66,5 -84,6 -52,5 -73,3 -100

Male 13,8 -26,9 -39,3 -44,4 -52,9 -56,7 -68,9 -88,7 -55,2 -74,4 -100

Female 12,8 -27,8 -37,7 -41,8 -48,5 -53,7 -64,0 -80,3 -49,7 -72,1 -100

African 14,9 -25,9 -37,1 -41,8 -49,5 -54,2 -65,5 -83,9 -51,9 -73,0 -100

Coloured 7,3 -42,1 -55,5 -61,2 -70,2 -66,9 -76,3 -91,4 -54,3 -74,0 -100

Quintile	1 22,5 -20,2 -33,6 -39,1 -48,0 -50,1 -61,2 -78,2 -51,1 -75,2 -100

Quintile	2 15,6 -24,2 -35,4 -39,8 -46,9 -55,3 -66,5 -84,3 -54,4 -75,2 -100

Urban 11,0 -32,2 -44,5 -49,7 -58,2 -60,3 -72,5 -92,4 -53,3 -72,4 -100

Rural 16,1 -23,2 -33,3 -37,5 -44,4 -50,9 -61,4 -78,1 -51,7 -73,9 -100

Source:	Asghar	Adelzadeh	(ADRS,	Dynamically	Integrated	Macro-Micro	Simulation	Model	of	South	Africa,	DIMMSIM,	www.ADRS-global.com)

Universal	BIG

Impact	on	Poverty	Gap	(%	Change,	2020-2025)

POVERTY	GAP Unemployed	BIG Adult	BIG

Relative to the Baseline Scenario, 
the Unemployed BIG will 
potentially lower the poverty rate 
by an additional 15% points over 
the next five years. 

Baseline

2020 UBPL FPL LBPL UBPL FPL LBPL UBPL FPL LBPL UBPL

South	Africa 38,8 -25,2 -28,0 -28,8 -40,0 -34,9 -38,0 -66,0 -34,1 -47,2 -100

Male 37,4 -27,1 -30,4 -31,1 -45,3 -37,1 -39,9 -73,9 -35,6 -46,4 -100

Female 40,2 -23,6 -25,9 -26,8 -35,3 -33,0 -36,4 -59,0 -32,7 -47,9 -100

African 43,8 -23,7 -26,5 -27,3 -38,5 -33,7 -37,0 -65,1 -33,4 -46,9 -100

Coloured 22,7 -42,0 -46,5 -46,5 -59,4 -50,7 -52,4 -74,5 -38,6 -50,6 -100

Quintile	1 72,5 -13,2 -16,4 -17,8 -28,3 -25,3 -31,9 -53,5 -30,0 -51,3 -100

Quintile	2 54,4 -23,8 -28,9 -29,8 -38,4 -42,9 -45,8 -69,1 -42,5 -57,9 -100

Urban 28,6 -36,3 -39,4 -39,6 -56,6 -41,4 -42,4 -81,6 -34,7 -41,6 -100

Rural 51,0 -17,3 -19,9 -21,1 -28,4 -30,2 -34,8 -55,3 -33,3 -50,8 -100

Source:	Asghar	Adelzadeh	(ADRS,	Dynamically	Integrated	Macro-Micro	Simulation	Model	of	South	Africa,	DIMMSIM,	www.ADRS-global.com)

Impact	on	Poverty	Rate	(%	Change,	2020-2025)

POVERTY	Rate Unemployed	BIG Adult	Grant Universal	Basic	Income	Grant

Baseline

2020 UBPL FPL LBPL UBPL FPL LBPL UBPL FPL LBPL UBPL

South	Africa 0,696 -7,7 -8,7 -9,2 -9,9 -10,5 -11,7 -13,7 -11,0 -13,7 -17,6

Male 0,681 -7,8 -8,6 -9,0 -9,5 -10,1 -11,0 -12,9 -11,1 -13,1 -16,2

Female 0,633 -6,0 -8,1 -8,9 -10,3 -11,5 -13,7 -17,2 -10,4 -15,3 -21,6

African 0,673 -7,1 -8,5 -9,1 -10,0 -10,9 -12,4 -15,2 -11,4 -14,6 -19,2

Coloured 0,512 -8,3 -9,4 -9,9 -10,7 -11,2 -12,5 -14,4 -10,4 -13,5 -18,2

Urban 0,684 -8,3 -9,0 -9,3 -9,8 -10,1 -10,8 -12,5 -10,5 -12,2 -15,0

Rural 0,668 -7,3 -9,1 -9,8 -11,0 -12,4 -14,3 -17,3 -12,8 -17,0 -22,4

Source:	Asghar	Adelzadeh	(ADRS,	Dynamically	Integrated	Macro-Micro	Simulation	Model	of	South	Africa,	DIMMSIM,	www.ADRS-global.com)

Impact	on	Inequality	(%	Change,	2020-2025)

Gini-Coefficient Unemployed	BIG Adult	BIG Universal	BIG
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Impact of BIG (2021-2025)

The requirement that the government annual spending on a BIG scenario be fully recouped through corresponding 
increases in income and wealth tax of the top two quintiles translates to concurrent increases of both the expenditure-
GDP ratio and the revenue-GDP ratio, with no deterioration of the deficit-GDP ratio and the debt-GDP ratio.

Fiscal Impact

Macroeconomic Impact

Macroeconomic	Indicators Baseline

	 FPL LBPL UBPL FPL LBPL UBPL FPL LBPL UBPL

Household	Disposable	Income 	

					National 11,3 11,4 11,5 11,6 11,5 11,6 11,9 11,7 12,2 12,9

					Quintile	1 14,7 16,1 16,7 17,7 18,6 20,1 22,4 19,9 23,0 27,5

					Quintile	2 14,4 15,2 15,6 16,2 17,5 18,7 20,7 18,6 21,0 24,7

					Quintile	3 11,8 11,8 11,8 11,9 12,1 12,2 12,9 13,3 14,0 15,1

					Quintile	4 11,5 11,3 11,2 11,1 10,5 10,1 9,3 10,0 9,6 8,9

					Quintile	5 10,3 10,3 10,3 10,4 10,1 10,1 9,9 9,9 9,9 9,9

					Urban	Population 11,4 11,4 11,4 11,5 11,3 11,3 11,4 11,4 11,6 11,9

					Rural	Population 11,1 11,5 11,6 11,9 12,1 12,6 13,2 12,6 13,8 15,6

GDP	Growth 3,47 3,57 3,60 3,67 3,75 3,87 4,08 3,95 4,62 5,32

Unemployment	Rate	(Ave.) 27,42 27,39 27,37 27,35 27,33 27,28 27,21 27,21 27,03 26,71

CPI	Inflation	(Ave.) 4,9 4,9 4,9 4,9 4,9 4,9 4,9 4,8 4,7 5,1

PPI	Inflation	(Ave.) 5,7 5,7 5,7 5,7 5,6 5,7 5,7 5,6 5,5 5,9

Source:	Asghar	Adelzadeh	(ADRS,	Dynamically	Integrated	Macro-Micro	Simulation	Model	of	South	Africa,	DIMMSIM,	www.ADRS-global.com)

Macroeconomic		Impact	(CAGR,	2020-2025,	%)

Unemployed	BIG Adult	BIG Universal	BIG

FPL LBPL UBPL FPL LBPL UBPL FPL LBPL UBPL

Gov.	Total	Social	Beneifits	Paid	(Rand,	billions)	(A+B+C) R300 R369 R399 R450 R594 R723 R938 R708 R923 R1	285

										A.	Current	Grant	Programme	(Rand,	billions) R189 R189 R189 R188 R188 R188 R187 R103 R102 R100

										B.	New	Grant	Programme	(Rand,	billions) R0 R70 R100 R151 R295 R424 R640 R497 R713 R1	076

										C.	Other	Gov.	Social	Benefits	(Rand,	billions) R111 R111 R110 R110 R110 R111 R111 R108 R109 R109

Gov.	Taxes	on	Income	&	Wealth	(Rand,	billions) R1	006 R1	067 R1	094 R1	139 R1	318 R1	454 R1	683 R1	533 R1	770 R2	170

Gov.	Expenditure	-GDP	Ratio	(%) 33,8 34,8 35,2 36,0 38,0 39,8 42,9 39,0 41,5 45,7

Gov.	Revenue	-	GDP	Ratio	(%) 30,7 31,7 32,1 32,8 35,5 37,6 41,0 37,0 40,1 45,3

Deficit	-	GDP	Ratio	(%) -3,1 -3,1 -3,1 -3,2 -2,5 -2,3 -1,8 -2,0 -1,4 -0,4

Debt	-	GDP	Ratio	(%) 59,6 59,6 59,6 59,6 57,9 57,1 55,8 56,7 54,5 51,6

Source:	Asghar	Adelzadeh	(ADRS,	Dynamically	Integrated	Macro-Micro	Simulation	Model	of	South	Africa,	DIMMSIM,	www.ADRS-global.com)

Fiscal	Impact	(Average	2021-2025)

Unemployed	BIG Adult	BIG Universal	BIG
BaselineFiscal	Indicators
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Macroeconomic Impact

Giventhe requirement that governmentspendingon a new grant be fully recoupedthrough
increasesin incomeandwealth tax, the BasicIncomeGrantscenarioswill only slightlyraisethe
CAGRof total householddisposableincome. However,they significantlyincreasethe CAGRof
disposableincomesof the bottom two quintiles and rural population relative to the CAGRof
disposableincomeof the top quintilesandurbanpopulation,respectively.

Disposable 
Income 
Impact

Eventhough the requirement that governmentspendingon a new grant be fully recouped
meansthat the scenariosdo not providea new net injection into the economy,theǎŎŜƴŀǊƛƻǎΩ
biastowardsthe poor households,with relativelyhighermarginalpropensityto consume,have
a positive impact on economicgrowth and employment. Thisoutcome is especiallythe case
underthe UniversalBIGscenarios.

Growth & 
Employment 
Impact

Bottom	Quintiles	Disposable	Income	(CAGR,	2020-2025,%) Top	Quintiles	Disposable	Income	(CAGR,	2020-2025,%)

Urban	and	Rural	Disposable	Income	(CAGR,	2020-2025,%)

Source:	Asghar	Adelzadeh	(ADRS,	Dynamically	Integrated	Macro-Micro	Simulation	Model	of	South	Africa,	DIMMSIM,	www.ADRS-global.com)

National	Disposable	Income	(CAGR,	2020-2025,%)
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The ADRSDynamicallyIntegrated Macro-Micro SimulationModel of South
Africa(DIMMSIMTM) wasusedto designnew grant scenariosand to quantify
their economicanddevelopmentimpact.

Wedesigned9 BasicIncomeGrantscenarios,simulatedtheir impactover the
next five yearsandcomparedtheir results.

We show that the SouthAfrican governmentcan introduce a BasicIncome
Grant programme that targets both poverty and inequality and that is
concurrentlyfiscallyneutral.

Dependingon the choiceof scenario,and relative to the BaselineScenario,a
BasicIncomeGrantprogrammecansignificantlylower incomeinequalityand
eradicatepoverty in SouthAfrica. It is undoubtedlya pro-poor socialpolicy
programme.

Eventhough by designthe scenariosdo not provide new net injectionsinto
the economy,theǎŎŜƴŀǊƛƻǎΩbiastowardsthe poor householdshavepositive
impacton growthandemployment.

Themainchallengeto introducinga BIGprogrammein SouthAfrica,giventhe
ƎƻǾŜǊƴƳŜƴǘΩǎantipathytowardsdebt financing,iswhether the state iswilling
to adopt a set of tax measures(e.g., wealth tax, landtax, financialtransaction
tax, income tax) that increasesthe overall tax liability of the top quintiles
(i.e., the non-poor) in order to recoup the overall cost of a BIGprogramme
that is designedto benefit the bottom two quintile households(i.e., the
poor).

ADRS 
Country 
Models

Applied Development Research Solutions
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