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Introduction

• The Parliamentary Budget Office (PBO) offers independent and

objective advice and analysis to the Finance and Appropriations

committees in both Houses of Parliament on money bills and

other bills with financial implications,

• The PBO presentation aims to provide further analysis on tabled

documents,

• Purpose of the MTBPS:

• Communicate economic context for next budget
• Fiscal objectives and MTEF spending priorities

• Parliament to consider and examine:

• Explanations and assumptions of macroeconomic and fiscal

position

• Revised fiscal framework
• Three years spending priorities

• Proposed division of revenue and adjustment budget
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South Africa’s macro performance during 
the fiscal consolidation framework (2012-16)

• Real GDP per capita increased from 2012 to 2013 but then

declined until 2016 to return to close to the 2012 level

• Real investment followed a similar trend

• Household consumption declined as a percentage of GDP

for the period while gross saving for the country increased

• In the period since 2008, South Africa’s welfare system

reached approximately 17 million people out of a population

of 55 million people compared to 9.4 million in 2004/5 and

12.4 million in 2007/8.

• However, according to StatsSA, since 2011 we have seen

poverty levels increase

• According to StatsSA there was a small decrease in income

GINI coefficient that measures inequality from 2011 to 2015
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Fiscal consolidation target is slipping away

• The outlook for growth and revenue is poor

• The fiscal objective of stabilising debt as share of GDP over

the medium term does not appear likely

• A primary surplus will not be realised in 2018/19 as projected in

the 2017 BR i.e. government will continue borrowing to meet

non-interest expenditure

• Is fiscal consolidation still the medium-term fiscal policy

objective of government?



PBO pre-MTBPS macroeconomic analysis

• The pre-MTBPS analysis of the PBO explained the macroeconomics

of the South African growth path and its impact on expected

economic performance:

• Private consumption and investment by households and firms will

remain subdued

• Fiscal consolidation has had and will continue to have a

downward effect on the economy and economic growth, a

view supported in the 2017 MTBPS

• Investment and employment growth in the public sector may

enhance multiplier benefits of increased government

expenditure



Questions about the macroeconomic 
approach in the 2017 MTBPS

• The 2017 MTBPS proposes: “Hard choices are required to return the

public finances to a sustainable position (p.3)”

• It further proposes that increased effort at microeconomic

interventions to stimulate the economy and improve regulation and

competitiveness of manufactured exports, and reindustrialisation

• However, the effectiveness of microeconomic interventions is likely

to be severely negatively impacted by a low growth

macroeconomic environment – even if global conditions support

increased exports

• However, a low growth macroeconomic environment is likely to

severely constrain the effectiveness of microeconomic interventions

– even if global conditions support increased exports

• Therefore, consideration should be given to the impact of continued

fiscal consolidation in the economy



• The debt ratio next year is equal to the ratio this year, 
increased by rate of interest, and decreased by the rate of 
growth of GDP, plus the previous period’s primary deficit

• Size of interest rate and growth rate is important for 
understanding debt dynamics because interest rate larger 
than growth rate means debt ratio will grow

• It is increasingly agreed that fiscal expansion can improve 
fiscal sustainability, particularly in high debt countries

• In countries where debt ratio is high the difference between 
interest rates and GDP growth will have more influence on 
the size of the debt ratio

Considerations for fiscal stimulus:

• GDP may decline more with fiscal 
consolidation

• Interest rates likely to increase

• Microeconomic measures may not be as 
successful with low growth and  low 
confidence 

Considerations for fiscal consolidation:

• Government counter-cyclical fiscal policy since 2009 has only 
had limited impact on stimulating the economy

• Net debt as a share of GDP has increased from 26.4% in 2009/10 
to 35.6% in 2012/13% (Today: 47%)

• Consequently interest payment consume a larger share of 
expenditure (14% today)

• Reducing growth in debt stock will limit share of budget directed 
to debt-service costs

• Provides healthier balance sheet to issue more debt in the future 

for other socio-economic objectives (e.g. NHI, Infrastructure etc)

Questions about the macroeconomic 
approach in the 2017 MTBPS



Revised Fiscal Framework- 2017 MTBPS
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Consolidated government fiscal framework

2016/17 2017/18 2018/19 2019/20 2020/21

R billion/Percentage of GDP

Outcome Revised Medium-term estimates

Revenue 1,298.2   1,363.6   1,477.5   1,594.2   1,709.3   

29.5%  29.2%  29.7%  30.0%  29.9%  

Expenditure 1,445.7   1,566.6   1,670.6   1,802.3   1,935.1   

32.8%  33.5%  33.6%  33.9%  33.9%  

Budget balance -147.5   -203.0   -193.1   -208.1   -225.8   

-3.3%  -4.3%  -3.9%  -3.9%  -3.9%  

Total gross loan debt 2,232.9   2,530.5   2,829.6   3,094.2   3,415.6   

50.7%  54.2%  57.0%  58.2%  59.7%  

Source: National Treasury



Tax revenue and developments

Tax Buoyancy falling – 1.02 estimate for

2017/18

• Tax buoyancy; ‘the expansion of revenue associated

with economic growth’

• How does tax buoyancy (movement) affect public

finances?

• Has tax buoyancy been affected by structural or recent

discretionary tax changes?

• Does this signal structural issues in tax revenue

mobilization, and how may this be dealt with over the

long-term?

• Per major tax instruments over the medium -term, PIT-

1.15, VAT- 1.17, and CIT-1.0
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Tax revenue shortfalls - 2017/18
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Personal 
Income Tax
NT estimate 

R20.8bn 
shortfall

R35.6bn
shortfall

R6.0bn
shortfall

Value-added 
Tax

NT estimate 
R11.5bn 
shortfall

R18.1bn
shortfall

R4.9bn 
shortfall

Corporate 
Income Tax
NT estimate 

R4.8bn 
shortfall

R18.2bn
shortfall

R8.6bn 
surplus

Gross Tax 
Revenue
NT estimate 

R50.8bn shortfall

R69.9bn
shortfall

R31.7bn
shortfall
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Net debt and contingent liabilities



Proportion of total consolidated spending 
per function group
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Proportion of total spending per 
economic function
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In-year adjustment budget and DORA



In-year adjustments to spending

• Total appropriations by vote increased from R767 billion to R782

billion

• South African Airways (SAA): R4.8 billion

• A call on government-guaranteed debt by an SAA creditor:

R5.2 billion

• South African Post Office: R3.7 billion

• Establishment of the Tirisano Construction Fund Trust:

R117 million to develop and transform the construction industry

• Unavoidable expenditure, which was unforeseeable when the

2017 Budget was tabled: R586 million. Of which:

• R500 million was allocated for the Butterworth emergency water supply

scheme and to upgrade the capacity of the Thukela Goedertrouw transfer

scheme.

• Declared unspent funds by national departments: R1.67 billion
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In-year adjustments to spending (continue)

• Declared unspent from compensation of employees:

• Communication: R4.8 million

• Planning Monitoring and Evaluation: R25 million

• Public Service and Administration: R10.5 million

• Public Works: R38 million

• Labour: R10 million

• Declared unspent from capital projects:

• Home Affairs: R100 million

• Public Works: R15 million

• Basic Education: R415 million

• Telecommunications and Postal Services: R140 million

• Arts and culture: R90 million

• Declared unspent from other:

• Cooperative Governance and Traditional Affairs: R50 million
on CWP

• Social Development: R350 million on social grants
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In-year adjustments to spending (continue) 

• Virements and Shifts from Compensation of Employees

(earmarked) for other functions (legislature approval required)

• Cooperative Governance and Traditional Affairs

• Public Enterprises

• Independent Police Investigative Directorate

• Small Business Development

• Water and Sanitation

• Higher Education and Training (R135 million to TVET colleges)

• Virements and Shifts from Cost containment reprioritised

• Higher Education and Training for TVET colleges for the

development of lecturing staff (R32.7 million)

• Social Development: Child Support and Disability grants shifted

for the write-off of social assistance debtors (R385.4 million)
18



Division of Revenue

2017/18 Revised 2020/21 Estimate
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Risk over the medium-term 
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State Owned Companies- Public 
Finance Pressure

• How far does the revised fiscal framework recognises and provide for the

problems acknowledged in the SOCs fiscal situation?

Challenges facing SOCs?

• Mandate of the SOCs- Commercial and development objectives

(PRC, 2012 and PBO, 2015)

• Financial position of the SOCs (Consolidated financial positions in the

appendix slide)

• Does hiring executives and appointing boards alone address

challenges facing the SOCs and implication for public finance?

• Other governance issues

Parliament oversight:

• In its fiscal oversight, does Parliament consider a long-term perspective

about SOEs fiscal situation relative to public finances and development

objectives?

• Continuous monitoring of the compliance with funding conditions
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Some of Infrastructure expenditure Issues

• Infrastructure spending- Mandate Paper priority for 2018

Budget;

• Government continues to underspend;

• AGSA (2016/17) PFMA outcomes report- on some key Infrastructure

expenditure projects:
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Water Infrastructure Project

• Overspending or Insufficient (issues 

of planning)e.g. Nwamitwa project

• Non-complicance with SCM 

legislation on 80% of the project

• Fruitless and wasteful expenditure

School Infrastructure Projects (EC, 

LP, KZN and Mpumalanga)

Poor project management 

leading to:

• Premature termination of contracts, 

with costs implications, e.g. EC

• Delays ,between 4 and 14 months, in 

Mpumalanga and Eastern Cape,

• No progress reports in projects, e.g

KZN

• Poor quality of construction  



Conclusion
• There has not been impressive performance in key macroeconomic variables over the 

past 5 years of fiscal consolidation,

• Poor GDP and revenue performance is associated with the fiscal consolidation 

objectives of government slipping away

• The MTBPS acknowledges that debt has continued to rise as a share of GDP as 

economic growth rates have declined;

• The MTBPS chooses to continue fiscal consolidation and urges greater effort in 

microeconomic interventions to increase economic growth; 

• However, continued poor growth and low public expenditure may negatively impact 

on the success of microeconomic interventions;

• Consideration should be given to the impact of continued fiscal consolidation on the 

economy;

• The tax buoyancy significantly declined, Parliament may need to consider implications 

of the tax buoyancy movement on public finances over the medium to long -term;

• 2017/18 tax revenue shortfall outcomes are still uncertain;

• Highest proportion of the budget is spend on the learning and culture budget function 

with social development in the second place

• R1.67 billion have been declared unspent for 2017/18;

• A shift in the division of revenue is noted over the MTEF;

• Is there adequate oversight to monitor fiscal risks posed by SOCs and the potential 

impacts on attaining fiscal objectives, 



Thank You
Director: Prof M Jahed
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Additional slides 
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Tax Revenue and policy developments

Tax Buoyancy falling – 1.02 estimate for 2017/18

• Tax buoyancy: Can the tax system keeps up with growth of the economy

• How does tax buoyancy (movement) affect public finances?

• Has tax buoyancy been affected by structural or recent discretionary tax changes?

• Does this signal structural issues in tax revenue mobilization, and how may this be dealt with
over the long-term?

• Per major tax instruments over the medium -term, PIT- 1.15, VAT- 1.17, and CIT-1.0

26

Tax proposals to increase tax 

revenue – Finalised during 2017: 

• PIT tax bracket, taxable income > R1.5 

million per year (additional R16.5 

billion projected by NT)

• Dividend withholding tax rate 

increase, 15 -> 20 percent (additional 

R6.8 billion projected by NT)

• Special voluntary disclosure program, 

01 October 2016 - 31 August 2017 (no 

projections)

Tax proposals to increase the revenue 

base – Developing issues:
• Repeal of foreign employment income 

exemption (2017 TLAB)

• Addressing the circumvention of anti-

avoidance rules dealing with share buy 

backs and dividend stripping (2017 TLAB)

• Carbon Tax approved by cabinet;

• Health Promotion Levy in progress;

• BR 2017 VAT base expansion proposals:  

• Removal of zero rating on fuel

• VAT legislation on foreign electronic 

transactions (digital economy) to be 

strengthened
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Fiscal consolidation target is slipping away

• The outlook for growth and revenue is poor

• The fiscal objective of stabilising debt as share of GDP over the medium 

term does not appear likely

• A primary surplus will not be realised in 2018/19 as projected in the 2017 BR 

i.e. government will continue borrowing to meet non-interest expenditure

• Is fiscal consolidation still the medium-term fiscal policy objective of 

government?



International debt and the current account deficit

• The 2017 MTBPS makes a link between domestic savings, 
investment and the current account deficit

• On the other hand:
• South Africa has deep and sophisticated financial markets with 

internationally active financial institutions that are more than capable of 
financing domestic investment

• What is referred to as foreign savings is actually foreign financial liquidity 
due to increased debt and quantitative easing

• This liquidity searches for high, short-term returns in emerging markets and 
can cause volatility and instability

• The size of the current account deficit has been significantly enlarged not 
because of the trade deficit but because of financial transfers associated 
with foreign capital inflows

• The foreign financial inflows to domestic currency bonds were not 
due to less domestic appetite but foreign funds searching for high 
returns

• Reduced quantitative easing and a credit rating downgrade will 
cause funds to flow out of South Africa 

• But in low interest global environment appetite remains quite high
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NDP Outcomes Mandate Paper Priorities Budget function 

groups

Outcome 1: Quality Basic Education Youth Development Learning and Culture

Outcome 5: A skilled and capable workforce to support an

inclusive growth path

Comprehensive social security,

education and skills

Outcome 14: Nation Building and Social Cohesion Alignment

and Progress

Outcome 2: A Long and Healthy Life for All South Africans Health

Outcome 3: All people in South Africa are and feel safe Integrated plan to fight crime Peace and Security

Outcome 4: Decent employment through inclusive

economic growth

Outcome 6: An efficient, competitive and responsive

economic infrastructure network

Infrastructure expansion and

maintenance

Economic Development

Outcome 7: Comprehensive rural development and land

reform

Land reform, smallholder

farmer and agriculture

development

Outcome 10: Protect and Enhance Our Environmental Assets

and Natural Resources

Outcome 8: Human Settlements Community Development

Outcome 9: Responsive, accountable, effective and efficient

developmental local government system

Outcome 11: Create a better South Africa, contribute to a

better and safer Africa in a better world

Advancing the national interest

in SADC, African Continent,

BRICS and Indian Ocean Rim

Association

General Public Service

Outcome 12: An efficient, effective and development-

oriented public service



Combined financial position of selected SOE, 2017 BR

Combined financial position of selected categories Solvency

R billion 2013/14 2014/15 2015/16 Ratio

State-owned companies (with commercial mandate) 

#

Total assets 912.5   1,042.2   1,180.9   

Total liabilities 635.0   738.9   819.0   

Net asset value 277.5   303.3   361.8   69%

Development finance institutions *

Total assets 249.1   243.6   254.3   

Total liabilities 106.6   113.5   125.7   

Net asset value 142.5   130.2   128.6   49%

Social security funds $

Total assets 144.8   174.1   191.1   

Total liabilities 111.4   151.7   194.4   

Net asset value 33.4   22.4   -3.2   102%

Other Public entities (without commecial mandate) &

Total assets 684.6   763.8   805.2   

Total liabilities 138.1   154.4   167.9   

Net asset value 546.5   609.5   637.3   21%

Sources: BR 2017 and PBO cal-SR

Legends

#: Includes, ACSA, ESKOM, SANRAL, SAA, Transnet, Trans-Caledon Tunnel Authority, SAPO, PRASA

* :Includes, NEF, NHFC, NURHA, IDC, DBSA, Land Bank, 

$ :Inculdes, UIF, CF, RAF
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Government guarantee exposure, 2017 Budget Review
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Government guarantee exposure, 2017 Budget Review

2014/15 2015/16 2016/17

R billion Guarantee Exposure2 Guarantee Exposure2 Guarantee Exposure
2

Public institutions 469.6  220.9  469.9  255.8  477.7  308.3  

of which:

Eskom 350.0  149.9  350.0  174.6  350.0  218.2  

SANRAL 38.9  27.4  38.9  27.2  38.9  30.1  

Trans-Caledon Tunnel Authority 25.6  20.8  25.8  21.2  25.7  20.7  

South African Airways 14.4  8.4  14.4  14.4  19.1  17.9  

Land and Agricultural Bank of 

South Africa

6.6  2.1  6.6  5.3  11.1  5.4  

Development Bank of Southern Africa 12.9  4.1  13.9  4.4  12.7  4.2  

South African Post Office 1.9  0.3  4.4  1.3  4.4  3.9  

Transnet 3.5  3.8  3.5  3.8  3.5  3.8  

Denel 1.9  1.9  1.9  1.9  1.9  1.9  

South African Express 1.1  0.5  1.1  0.5  1.1  1.0  

Industrial Development Corporation 1.6  0.3  2.0  0.2  1.9  0.2  

South African Reserve Bank 7.0  – 3.0  – 3.0  –

Independent power producers 200.2  96.2  200.2  114.0  200.2  125.8  

Public-private partnerships
3

10.1  10.1  10.3  10.3  10.9  10.9  

1. A full list of guarantees is given in Table 11 of the statistical annexure

2. Total amount of borrowing and accrued interest for the period made against the guarantee

3. This amount only includes the national and provincial PPP agreements

Source: National Treasury



Appendix: Graphs
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Appendix: Graphs

Poverty 

Gaps

2006 2009 2011 2015

Poverty 

Gap for 

the UBPL

35.6% 33.5% 25.5% 27.7%

Poverty 

Gap for 

the UBPL

22.2% 21% 14.3% 16.6%

Poverty 

Gap for 

the UBPL

9.3% 12.3% 6.8% 9%

The Number of Poor and Non-poor persons in South 
Africa, in thousands (2006,2009,2011 and 2015)

Poverty gaps along poverty lines (2006, 2009, 2011 
and 2015



Appendix: Graphs

Share of income going to the bottom 40% of 
households in South Africa (2006, 2009, 2011 and 
2015)

Gini Coefficient (Income per capita) by population 
group (2006, 2009, 2011, and 2015)


