
 

28 August 2021 
 
RE:  The Draft Tax Bills and the Employment Tax Incentive (ETI) 
 
ATT: Hon J Maswanganyi, Chairperson of the Standing Committee on 

Finance 
 
c/o:  Mr Allan Wicomb 

 
 

Dear Honourable Chairperson and Members of the Standing Committee on 
Finance (SCoF), 
 
In response to the call by SCoF for submissions on the 2021 Draft Taxation Bills 

tabled in Parliament by the National Treasury.  

 

The National Treasury proposes changes to the provisions for the Employment Tax 

Incentive (‘ETI’) to curb certain forms of abuse. On the face of it, this is a good idea. 

However, the bigger problem is that the basis for adopting, extending and 

expanding the ETI was weak or deeply flawed, and there is no credible evidence 

that the ETI has achieved its objectives or justified its cost. I attach herewith my 

recently published paper on the ETI, which to my knowledge is the most 

comprehensive (and peer-reviewed) analysis of the supposed econometric 

evidence used to support the ETI and the policy process through which it was 

adopted, extended and expanded.  

 

Among the key points of the paper for the purposes of SCoF are that: 

 

1. The evidence that was used to support the initial adoption of the ETI was 

hopelessly flawed and did not actually support the claims that the 

researchers made in the public domain, or indeed the associated claims 

made by the National Treasury 

2. There were good reasons, based on economic analysis and logic, to believe 

that rather than creating employment the ETI would in fact serve as a 

subsidy to private sector companies 

3. Parliament has not been presented with appropriate information or evidence 

to make its decisions, and in fact has arguably been misled (intentionally or 

not) into adopting, extending and expanding the ETI 

4. Subsequent evidence and information has validated the concerns about the 

merits of the ETI and failed to demonstrated its efficacy or value for money 

in creating employment. 

 

Given these points, I suggest that the appropriate response from the legislature is 

to end the ETI. There is no shame in ending a policy that is not serving the public 

interest – indeed, that is what developmental states, and their legislatures, must be 

willing to do if they are to succeed in social and economic development. On the 
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other hand, maintaining and expanding a policy that has been shown to be flawed 

at the outset, and is not supported by available evidence, is a betrayal of the public 

interest mandate given both to the Executive and to Parliament. If the National 

Treasury wishes to subsidise private companies it should do so in an open and 

transparent manner, rather than concealing such subsidies under the umbrella of 

addressing the very serious challenge of unemployment.  

 

It is also not hard to envision better uses of such funds: for example, the taxation 

revenue lost to the ETI could be directed towards public employment schemes 

such as the Expanded Public Works Programme. Or they could be used to avoid 

the termination of critical frontline posts in public service areas such as health, 

education and social services. Fiddling with the eligibility criteria and devoting 

further resources to enforcement is a diversion from the fact that the policy itself 

needs to be scrapped in the public interest. The National Treasury has over many 

years been vocal about the need for ‘evidence-based policy’ and ‘socioeconomic 

impact assessments’: in this case the evidence is strongly against it and if it fails to 

act accordingly, or be directed by Parliament to do so, it will be quite evident that 

such assertions are hypocritical and can be safely disregarded. 

 

The full academic paper, which is forthcoming in the journal Development and 

Change, is attached for the benefit of Members. Other interested parties will be 

able to access it at the following link or can contact the author for a copy: 

 https://doi.org/10.1111/dech.12676 

 

 
Yours sincerely, 
 
 
Dr Seán M. Muller 
Senior Research Fellow 
Johannesburg Institute for Advanced Study (JIAS)  
University of Johannesburg 
seanm@uj.ac.za 
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