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Warning on grant cost

® Treasury says relief grant could cost R130bn by 2030

Thande Maeke
Pabtical Cormspondant

The awnount reguired to inerease
the R350 social peliel of distress
(SR grand could reach HI306n
per year by 2030 should the
monetary vidue of the grant be
gradually adpsted closer o the
food poverty line, sccording o
e Tresasury,

The Treasury's profection of
REB0L o year by 2000 is ased
on an estimate of o gradusl
incresise o BTO0 per SRD grant
recipient over the next soven
vears, Should the grant's mone-
tary value be increased o RAS0
by 20023, 1t would cost the staie
Reséiln, wwhile i will cost the state
RiShn should e monetary
walue remain the same within
this nest seven yirs.

Slats SA measures the kood
poverty line at RGG3 per person
per month, the  bower-hound
poverty line o ROAS and the
upper-bound  poverty  line at
RLAIT,

The estimates by the Trea
sury wre comntained inoa presen-
Lation to the presidency and the
rest of the executive ahead of
November's medium-term bud-
get pollcy statement. In the pre-
sentation the Treasury proposes
thiat the governnment inplement
a ralt ol measures 1o reinin pubs
lic spending including cutling
the number of government

departments amid weakening of
macro flscal conditions

This i as the Treasury moves
1o stabilise public finances amid
unprecedented — lower-than
estimated revenwse and spending
pressures stemiming from high
dleht and stagnant growth.

Hinwever, the proposals
were rejected by bbour unions
which  mer  President  Cyril
Famapiosa anc the calsinet dur
ing it by wieekly mccting kst
Wity

Business Doy understands
Ramaphasa is duee o meet
organksed  business within the
next micnth when cost comtaln
ment measures will be on the
agenda,

The SR grani was intro
dueed at the beginning of the
Cowid- 19 pandemic 1o oushion
the poor against the economic
effects of the ockdown. B was
extended several times und
March 2024 thanks to a tax
windfall from mining companies
that allowed finance minkster
Enoch  Godongwars 1o pay
dlevwvn dhebt s provide personal
tax relief in 2022

Bl the government  has
gradually made the  reduire-
maents for applicants more strin
gend, thereby  decreasing the
mumber of heneficiaries,

Thee SRD wirs initially intend
ed for unemploved aduls and
later 10 adults with ke or no

Income. The Treasury allncated
an exira F3Ghn to the SRD grant
I the 202324 fiscal vear. Civil
society grougs and sockl devel
opment minister Lindiwe #iihu
hawve been clamouring foe the
Introduction of a basic income
grant and the Tregsury has been
comsidering the posséhilites.

Shoubd the grant be extended
by an addidonal vear bevond
March 2024 an its current mon
elary valise, the Treasury osti
miites thal it woarld oost the stide
RiGebn  in 202526 ad
R52Thn in 2002627

“Sassa [SA Social Security
Agency] will also require RA0Tm
I 302425, RA26m In 202526
and RA4Em in 202627 for the
grant adménistration” the pre
seflition rewds,

To fund the extension by a
vear, the Treasury proposes the
closure of 18 government pro-
grammes Inchading ihe expancd-
ed public works programme
and the mine health and safety
imspectorate. Another progesal
o fund the continuation of the
grant is the hiking of VAT by two
percentage points.

A VAT increase to 16% or IT%
could be somewhat inflationary
Iy the short run, bt oould raiss
about  R245bn or  R494bn,
respectively. Diie 10 its feghes
sive nature, raising VAT will
have a negative effect on
inequality unless compensated
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for throwgh  expenditure  pro
grummes (social grants, etc), the
Treasury savs.

In response o the
fax hikes to fund the exiension of
e RIS gramt, by greup The:
Universal Basic Income Coali
thon swid it would decpen SA's
ineouality crisis.

“Extending the SRD bevond
March 2024, and Increasing
both the SBD and CSG |care

¢ grant] grants o the
food paverty line mow RTE0) s
the absolute bare minimum ..
| hurts e poorest bouse
haoles the mosk w5 does catting
essential public servioes.

“These actions woukd nogate
e posdthve imgracts of extending
and Increasing sockal grants. The
government would be giving
with ane hand and taking sway
with the other” the group said in
astatement,
maskotRbusinessive coza
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