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Is a reduction in the 

corporate income tax 

rate on the cards? 

 

We predict that the headline Corporate Income Tax (CIT) rate of 28% may 
well be reduced by one or perhaps two percentage points.  Our prediction is 
informed by the following factors: 

 South Africa’s CIT rate is uncompetitive when measured against some 
of our major trading partners. In its 2018 Budget Review, National 
Treasury noted by way of example that the United States has reduced 

its rate from 35% to 21%, the United Kingdom from 30% to 19%, the 
Netherlands from 26% to 21% (currently 25%) and China’s rate is 
25%. According to National Treasury, “at 28% South Africa is becoming 
an outlier, providing an incentive for companies to shift profits abroad 
and pay lower taxes elsewhere”.  

 According to Tax Statistics 2019, published by National Treasury and 
the South African Revenue Service (SARS), CIT’s contribution to the 

total tax take has declined from 26.7% in 2008/09 to 16.6% in 

2018/19, and the CIT-to-GDP ratio has reduced from 6.9% to 4.4% 
during this period. This decline is attributed to “sluggish economic 
growth, structural challenges in some sectors of the economy, low 
confidence levels and political uncertainty”. It is clear that companies 
are struggling to remain profitable and that the declining CIT collections 

are not attributable to too low CIT rates. 

 A decrease in the tax buoyancy in the past four years from 1.4 in 
2014/15 to 1.2 in 2018/19 (page 8 and 9 of Tax Statistics 2019) 
indicates lower compliance levels in a difficult economic environment. 
The tax buoyancy ratio is a measure of the change in tax revenue to the 
change in the tax base or GDP. A buoyancy ratio of 1 means that tax 
revenues keep up with economic growth.  

We are of the view that a reduction in the headline CIT rate could well be a 
net positive for South Africa. It would make South Africa’s CIT rate more 
competitive in relation to the country’s main trading partners, provide a 

cash injection to struggling corporate taxpayers, and increase the tax 
buoyancy ratio. The Minister of Finance may therefore just be tempted to 
lower the CIT rate.  
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firms and their related entities. DTTL and each of its member firms are 

legally separate and independent entities. DTTL (also referred to as 

“Deloitte Global”) does not provide services to clients. Please see 

www.deloitte.com/about for a more detailed description of DTTL and its 

member firms.   

  

Deloitte provides audit, consulting, financial advisory, risk management, 

tax and related services to public and private clients spanning multiple 

industries. With a globally connected network of member firms in more 

than 150 countries and territories, Deloitte brings world-class 

capabilities and high-quality service to clients, delivering the insights 

they need to address their most complex business challenges. Deloitte’s 

more than 286 000 professionals are committed to making an impact 

that matters.   

  

This communication contains general information only, and none of 

Deloitte Touche Tohmatsu Limited, its member firms or their related 

entities (collectively, the “Deloitte Network”) is, by means of this 

communication, rendering professional advice or services. Before making 

any decision or taking any action that may affect your finances or your 

business, you should consult a qualified professional adviser. No entity in 

the Deloitte network shall be responsible for any loss whatsoever 

sustained by any person who relies on this communication.   

  

© 2020. For information, contact Deloitte Touche Tohmatsu Limited   

   

 

 

 

 


