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Why are we here today?

Sources: KPMG research

“This is the time for activists,
workers, business persons, the clergy, 

professionals and citizens at large to actively 

engage in shaping the transformation agenda

and ensuring that we do have a just and
equitable society.” 

Minister of Finance Pravin Gordhan

22 February 2017
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Implications for the rich

Sources: KPMG research

To reduce the difference between the combined statutory tax 

rate on dividends and the top marginal personal income tax rate, 

government is increasing the dividend withholding tax rate
to 20%, effective 22 February 2017.

Government proposes a new top personal income tax bracket of 45% 
for taxable incomes above R1.5 million per year. The previous top bracket of 
41% was set at R701 301. The budget proposals increase the proportion of 
tax paid by those earning R1.5 million and above from 25.5% to 26.3%, 
strengthening the progressivity of the personal income tax system.

The consumption of cigars has moved towards more expensive brands, 
requiring a higher than inflationary increase to maintain the targeted tax 
burden. Government proposes to increase the excise duty rate by between 
8% and 9.5%.



Expanding global trade: “more 

inclusive progressive 

multilateralism, characterised 

by real cooperation and 

solidarity, sensitive to the 

needs of the poorest.” –

Minister Davies

We will continue to 

safeguard expenditure that 

protects poor households. 

But the medium term 

expenditure limits are tight.

Comments about the poor

Source: KPMG research

“Reforming the social structures 

which perpetuate poverty and the 

exclusion of the poor first 

requires a conversion of mind and 

heart” – Pope Francis The relationships between labour 

and capital, rich and poor, black 

and white, men and women, 

town and township, urban and 

rural, still reflect the entrenched 

legacy of colonialism and 

apartheid.

The budget is highly 

redistributive to poor and 

working families. It also 

redistributes substantial 

resources from the urban 

economy to fund services 

in rural areas.

All poor students who 

applied and qualified for 

NSFAS awards, and who 

have been accepted by a 

university or a TVET 

college, will be 

supported.



How does the budget affect the 

poor?

Source: KPMG research

Duties on alcohol and 

tobacco rising by more 

than inflation

Limited inflation 

adjustments for lowest 

income tax bracket

Lower-than-

inflation increases 

in social grants

Imminent tax on sugar-

sweetened beverages 

(SSBs)

Levies on fuel prices 

rising again 

(+39c/litre)

Uncertainty about 

SASSA pay-outs on 

April 1st

“Pravin Gordhan is lucky the poor do not have rating agencies” – political analyst Aubrey Matshiqi



Why the poor are unable to respond

Source: KPMG research

Cheaper products are 

of inferior 

quality/dangerous

People who have not 

paid income tax will 

now have to

Alternative income 

sources are 

limited/non-existent

Milk and fruit juice 

alternatives are 

spoilable

Transport options are 

limited

???



What can civil society do?

Source: KPMG research

Awareness campaigns 

for reduced 

consumption

Educate new taxpayers 

about 

benefits/credit/kickba

cks

Health awareness 

amongst consumers 

about sugar levels

Communication 

campaign about pay-

out logistics



What can the government do?

Source: KPMG research

Educate new taxpayers 

about 

benefits/credit/kickba

cks

Reduce ghost grants 

and thereby increase 

fund pool

Coupons? Subsidies? 

Rebates? 

Awareness campaigns 

for reduced 

consumption

Communication 

campaign about pay-

out logistics

Health awareness 

amongst consumers 

about sugar levels



Looking ahead

Sources: KPMG research

“Continuing to raise the personal income tax 

burden over a long period could have negative 

consequences for growth and investment. If 

growth does not accelerate over the medium 

term, it may be necessary to adjust 

consumption taxes. The least economically 

damaging means of doing so would be to 

increase the VAT rate, which is low by global 

standards. However, this needs to be balanced 

against the potential effect on poor households, 

which can be mitigated through targeted public 

expenditure.”
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