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The delivering of the budget speech on the 26th of February 2014 came twenty years, since the advent of demog
in 1994. South Africa as a Rainbow Nation has made steady progress in the areas of education, health, fighting the scourge against Vid/Aid
economic growth widened, employment creation, income distribution, rural development, and housing, access to water, sanitation and electricity.
However, not extensively has changed in the townships. The World Bank argues that during the apartheid period, slum clearance, harsh
licensing, and strict zoning regulations rid cities of black-dominated informal sector niches.

o0 decades after the end of apartheid, spatial segregation remains, and investment in black-dominated areas is low. The legacy of
in high transportation costs for the unemployed, who tend to live far from where the jobs are. South Africa’s job
es according to the World Bank report.

The focus in the budget speech was on the implementation of the Nationo
Development Plan (NDP) framework with the key priorities of public policy aiming:

To eliminate poverty and reducing poverty,

Focus on Social protection extension via NHI, UIF and Retirement reform;
Creating a job creation trajectory,

Making economic growth more inclusive,

To create a growth path with a key focus on Infrastructure delivery.



L 4

~The directed NDP infrastructure roll-out is the main
thrust of Budget 2014 as was in 2013 and is the most
positive policy direction undertaken by Government
since the downturn in the economy in 2007.
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»In our presentation FEDUSA will comment on the effects of the broader
approach to solving our serious socio-economic problems, the fiscal framework
and specific expenditure and tax measures announced in the Budget.

FEDUSA remain concerned that the unemployment rate according Stafistics
Africa per5|s’r to be high at 24.7 percent in the third quarter of 2013, with

ent which stand at 55 percent.

ear was already fixed in the October
expected, af least not from




~Jobless growth, high unemployment with the resultant unequal income distribution and
poverty remains South Africa’s most serious socio-economic challenge.Government failed to
make real inroads in our unemployment problem, although much was done in other areas.
The question may rightfully be asked why the National Development Plan would fare better?

~What is however in favor of the National Development Plan is that an expert commission
compiled it and drew on extensive research and wide consultation with different groups. The
National Development Plan realize that it is a long-term strategy. The role of government,
business and labour is clearly recognized. It further provides practical ways to take the Plan
forward.

ent that ’rhe Plan is already part of the budget and that element
and revenue plans. There is a vast potential to
t priorities.



The IMF's forecasts that the South African economy
would grow by a projected 2.8 percent in 2014 and
3.2 percent in 2015. The net effect of global and
domestic developments is therefore somewhat

ower growth and increased inflation for South
Reserve Bank downscaled its growth
1at of the IMF for SO:L;T:?
1t and 3,




From a fiscal policy perspective the higher than expected
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revenue coupled with a re-allocation of expenditure and the

usage of unspent funds gave Government some policy
options, such as a somewhat smaller deficit of 4 percent

against 4.2 percent and some tax relief for especially the lower
iIncome group and the re-allocation of its Budget to bring it in
line with the National Development Plan (NDP) and to address

t social and political needs.
wide, rightfully or wrongly, are




As expected the NDP received considerable attention in this year's Budget. Elements of
the NDP that was launched in August 2012, was already included in the 2013 fiscal
framework and even in the 2013 MTBPS it was more aligned with the NDP.

At this moment in 2014 the focus is on a range of policy areas, especially infrastructure,
education, health care, social protection, building a capable state, and promoting
accountability and fighting corruption.

The NDP campaigns for a new approach to addressing the policy challenges that
onstructs on extended cooperation between the public and private sectors, labour and
Budget Review of 2014 utilizes various examples in this regard focusing on

nips and education as backbones with a specific example the
nched in August 2011. (Budget Review 2014, Chapterl,
correct course to create a job trajectory




The Budget provides for an expenditure level (including interest
payments) of R1 252.3 billion and revenue of R1099.2 billion, leaving the
budget deficit at 4 percent, the same level as 2013/14. Government plans
to lower the deficit further to 2.8 percent by way of strict expenditure

control and larger revenue income as the economy picks up its growth
rate.

A positive development in this year's Budget is the further shift of its
anditure from current to capital expenditure. This will have a favorable
>mployment opportunities. FEDUSA also commend
iven to Education and Health. Also on the
aken to improve the quality of
oper controls
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FEDUSA welcomes the specific expenditure measures announced, namely the
increase in social grants. Old age grants will increase from R1 270 to R1 350 per
month from 1 April 2014. Child support grants will be increased from R300 to
R310 per month in April 2014 and to R320 in October 2014.

It is also noted that it was necessary to reprioritise across departments and to
n on ’rhe contingency reserve to make additional allocations to

he upward adjustment of the public sector wage bill,
e ceiling. FEDUSA would caution that this
ernment. FEDUSA is therefore




Tax proposals for the 2014 Budget continue to prioritise
economic growth, job creation and generating sufficient
revenue to finance government spending in line with the
National Development Plan (NDP) and the objectives of
expanding the economy and reducing unemployment.




Tax relief measures announced in the 2014 Budget which is regarded as
positive are the following:

Taxpayers will also find some tax relief on medical schemes conftributions.
Monthly tax credits will be increased from R242 to R257 per month for the
eneficiaries and from R162 to R172 for each additional
om arch 2014. The medical cost escalation
ade in this provision;

vith desired
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The ailing public health infrastructure and the move to improve infrastructure
raise a concern about the apparent lack of consultation on the NHI process
between the Department of Health and relevant stakeholders.

To strengthen the health system, Government announced that an Office of
Health Standards Compliance will be launched in 2014/15 as an independent
public entity responsible for inspecting health facilities and improving the
quality of health provision. The new office receives funding of R369.5 million
the medium term.

the IMF pointed out that the approach of the NHI is
uity and social solidarity will be
the Minisjrer also



The Department of Health's white paper on NHI and a financing paper by the
National Treasury have been completed and will be tabled in Cabinet shortly.

Further NHI pilot districts have been established in every province, supported by
funding for NHI as a conditional grant. In addition to hospital and clinic building
and refurbishment programmes, R1.2 billion has been allocated for piloting

general practitioners’ contracts.

announced that an Office of
independent
= qualit




The NHI is to be phased in over a 14-year period beginning in
2012/13. The new system will provide equitable health
coverage for all South Africans. Plans to begin the first phase of

national health insurance, and initial funding requirements, are
J with detail in Chapter 6 of the Budget Review.

detailed information pertaining to
nation would ensure




The problem of budget under-spending remains prevalent in a country where we have
rural citizens in dire need of essential services. Indeed, we have seen most of the NHI
pilot sites underspending their allocated funds. Furthermore, it's not simply about getting
officials to spend the money, but having the capacity to spend it wisely. Sound
corporate governance in public health care has to enter the fray. We cannot only think
of infrastructure development and forget about the skills ufilizing it.

age to government is to get the basics right first before infroducing
1in which the odmlnls’rro’rors are already not coping.
ing aspects to be included in the




FEDUSA acknowledging that retirement fund coverage is poor for low-income workers and
employees in small firms. FEDUSA engaged with Treasury at NEDLAC on the 28™ of February
2014 to discuss the proposals in considerable more detail.

It was announced that tax-preferred savings accounts, first moofed in the 2012 Budget
Review as a measure to encourage household savings, will now proceed. The lack of
personal savings remains a serious problem in South Africa.

Social Protection spending plans in line with the NDP focus on the introduction of tax-
ings accounts in 2014 which will create a mechanism fo increase household

ancial inclusion is applauded by FEDUSA.

avings accounts, tax exemptions for
i ent of not more than R30
ive investments




The Finance Minister indicated that Government will seek to improve coverage and
preservation of retirement funds and lower costs in the system. They are currently
consulting with NEDLAC on measures to cover the six million employed South Africans who
do not enjoy access to an employer-sponsored retirement plan. Government indicated
that it willmove progressively towards a mandatory system for retirement provision for all
employed workers.

The Minister also indicated that a document that briefly describes the retirement reform
=5 Up to this point and setfs out anticipated future reforms will soon be released by




Government will seek to improve coverage and preservation of retirement
funds and lower costs in the system. Government is currently consulting with
NEDLAC on measures to cover the six million employed South Africans who do
not enjoy access to an employer-sponsored retirement plan as the move
towards a mandatory system for retirement provision for all employed workers.

nula used fo estimate the taxable contribution amount in defined
islated in 112013. The methodology of calculating the
sgulation in 2014.




The Finance Minister announced adjustments to the retirement fund tax tables with effect
from 1 March 2014. The tax tables were infroduced in 2007 and have not been adjusted

since, with the exception of the retirement / death tax table which was adjusted by 5% in
2011.

d that the lump sum brackets be increased by about 10%. The single biggest
in the retirement / death tax table of the tax-free amount from
in the withdrawal tax table has also been

i e boftom bracket of the



»The youth tax incentive is welcomed together with the Special
economic zones tax incen’rives focussing mainly on job creation




» The tax relief afforded to the lower end of the tax-payers, no
doubt provides an opportunity to save.

» FEDUSA have been calling for years for household savings to
Oe increased.

men ubllshed will provide more de’rculs




» Following the national oufrage and debate around the high number of
incidents of violence against woman, many arguments crificizing the very
structure of our patriarchal society have been raised.

» Considering that South Africa is a signatory to international human rights
conventions such as the Convention on the Elimination of Discriminatfion
Against Women (CEDAW) it would be expected that such outrage and

afional attention would re-energize the state’s commitment to the pursuit
and a safer society in which women can work and live.

or absence thereof in the Budget 2014




tains a lof of information.

» Asinthe past, the yearly Budget con
» Itis only possible to comment on d few aspecrts.
ways prob\emoﬂc

» The fime scheduled for the public nhearings are as al
and does nof allow ' nd objective comments.

for intensive A
» FEDUSA hoped that the establishment of the Budget Office will be
able fo bring change fo the pudgetary process and input from social

2014 is probably

parfners.
fhe most important aspect in . .
ission strategles

.~ FEDUSA believes that
- slementation of fhe National Planning Comm
ifizi owards infrastructure to steer the

4 of expendifure t ,
Jble growth and employment creatfion path.
~mmittee for]’rZ\e oppor’runi’ry to
014.

<l economic as




