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South Africa’s 2020 MTBPS:



Overview of Presentation

• Comparison between 2020 Budget and MTBPS – some highlights 

• No austerity during the last decade.

• Civil service remuneration

• Government debt and funding shifts 

• Fiscal cliff update

• Recommendations
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Comparison: 2020 Budget vs MTBPS

2020 Budget (expectations) 2020 MTBPS (changes)

GDP growth of 0.9 % (2020) GDP contraction of -7.8 % (2020)

Inflation 4.5% (2020) Inflation 3.2% (2020)

Revenue under-collection of R312.8 
billion

Additional social relief package of R41 
billion

No further remuneration increase for civil 
servants

No further remuneration increase for civil 
servants; ‘pay reductions to management-
level positions, with SOE executives 
included’
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Comparison: 2020 Budget vs MTBPS

2020 Budget (expectations) 2020 MTBPS (changes)

Major adjustments to expenditure 
items 

Zero-based budgeting* piloted in 2021 
(Treasury & DoPE); implemented by 2023?

Consolidated budget deficit of 6.8% of 
GDP forecasted for 2020/21

15.7% of GDP in 2020/21…main budget 
deficit, is projected to be
14.6% of GDP

Government gross debt level budgeted 
rise to 65.6% of GDP

81.8% of GDP by the end 2020/21; to rise to 
92.9% (?) in 2023/24

Debt-service costs 
2020/21: R229.3 billion 
2021/22: R258.5 billion 
2022/23: R290.1 billion 

Debt-service costs 
2020/21: R233.0 billion (R3.7 billion extra)
2021/22: R271.8 billion (R13.3 billion extra)
2022/23: R317.6 billion (R27.5 billion extra)
2023/24: R353.1 billion 

4
*Zero-based budgeting, in which departmental expenses must be justified, accompanied by rigorous analysis. Programmes 

that have little impact on economic performance or service delivery will be phased out (2020 Supplementary Budget Review, 

Chapter 4:31)



No budget austerity in past 10 fiscal years
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Source: SARB, Treasury 

*Treasury forecasts (2020 Budget and MTBPS)  
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SA budget deficit/public debt: 
Relative to our peers 
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Source: National Treasury: ERSA Fiscal Futures: Part 2 – presentation , 12 August 2020: 15



No budget austerity in past 10 fiscal years
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Expansionary 
budgets 

Budget 
deficit ↑

Debt ↑
Debt service 

costs ↑

Crowding out effect

• Ironically, the same large expenditure items (e.g. civil service remuneration 
expenditure) which were allowed to rise unsustainably during the last 
decade, are now being crowded out by increases in debt service costs and 
attempts to stabilize debt levels 



Civil service remuneration

8Source: 2020MTBPS, Annexure B, 57



Civil service remuneration
• The February 2020 Budget provided for no general increase for civil servants, but 

also not for any reduction in salaries or in employment numbers

• At that stage an increase equal to the rate of inflation + 1/2 percentage point(s) 
(depending on seniority) in 2020/21 would have amount to some R40 billion

• The MTBPS announced additional drastic cuts in civil service remuneration over 
the medium term, including: 
– “Consideration should be given to the proposal for across-the-board compensation pay reductions to 

management-level positions, across national, provincial and municipal governments, state-owned 
entities and all other senior public representatives”

• It will be prudent if civil service remuneration could be maintained at the latest 
budgeted figures, however, various uncertainties remains 

• The inclusion of a compensation data annexure (Annexure B), as originally 
requested by the FCSG, should continue to be included in the budget documents    
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Civil service remuneration
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2020/21 2021/22 2022/23 2023/24 Average
annual 

nominal 
growth

2019 MTBPS 675.2 717.6 758.5 n/a 6.3%

2020 Budget 638.9 667.8 697.1 n/a 3.5%

Difference -36.3 -49.8 -61.4 n/a

2020 MTBPS 639.3 639.1 646.5 655.0 0.8%

Difference 0.4 -28.7 -50.6

Source: 2020 Budget, 2020MTBPS, Own calculations  



Crowding out in action: reductions in 
previously-planned multiyear growth in 

civil service remuneration

11Source: 2020 MTBPS, Chapter 4, 39



Government debt
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*Treasury forecasts  (2020 Budget and MTBPS)  

Source: SARB, Treasury 

Likely still underestimated 
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Funding changes…
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• Forced move to funding on the short end of the curve
• liquidity constraints on the long end
• Increased costs and risks (volatility)
• Sustainability?? 

• Shape of the yield curve?  



Funding changes: Financing of the 
main budget deficit 
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Source: National Treasury: ERSA Fiscal Futures: Part 2 – presentation , 12 August 2020: 2



Fiscal cliff

• The fiscal cliff is the point where civil service remuneration, social

assistance payments and debt-service costs will absorb all

government revenue

• Compensation of employees + social assistance payments + debt-

service costs:

 55,0% of tax revenue in 2007/08

 75,5% of tax revenue in terms of February 2020 budget

 > 100,0% of estimated tax revenue in terms of 2020 MTBPS*

15*Estimate, some recovery could follow after the 2020/21 expenditure spike, as explained below



Fiscal cliff update estimate iro 2020/21:
2020 MTBPS

• Assumptions:

• A revenue reduction of R312.8 billion;

• Once-off social grant payment increase of R41 billion (not sustainable)

• No further remuneration increase for civil servants

• Additional borrowing requirement of some R412 billion amounts to an

increase of 11,5% in government debt to R3 974 billion.

• A concomitant increase in debt-service costs of R3.7 billion in 2020/21
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Upwards 
movement  = 
deterioration

*Graph intentionally limited to 100% of revenue 



Fiscal cliff: Projections for 2021/22 and beyond

Assumptions:

• Revenue recovery between 2021/22 to 2023/24 as per MTBPS. Thereafter

growth of 6,5% per annum (average of 2007/08 to 2022/23)

• Remuneration cost for civil servants is contained figures as per MTBPS until

2023/24. Thereafter average inflation plus 1 percentage point

• Debt-service costs figures as per MTBPS until 2023/24. Thereafter growth

of 12,4% per annum (average of 2007/08 to 2022/23)

• Social assistance payments to increase by average inflation plus 1

percentage point
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Upwards 
movement  = 
deterioration

*Graph intentionally limited to 100% of revenue 



Recommendations 

• Austerity budgets are inevitable, as South Africa did
not have austerity budgets (an austerity budget is, at
the least, a balanced budget) for the past decade

• Owing to expansionary budgets of the past decade:
– No reserve capacity was created
– The zero-based budget approach is highly appreciated and

necessary, however worries over ‘phased-in’ application
(2023?)

– This created (forced?) a crowding out effect, evident in the
MTBPS figures

– Necessitated funding shifts to short-term loans (likely more
volatile and costly)
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Recommendations 

• FCSG predicted this fiscal crisis since 2014:
– The fiscal cliff has now been reached
– Although some recovery could follow after the 2020/21

expenditure spike; we have seen a structural shift closer to
the cliff face

– Steps should be taken to avoid a permanent fiscal crisis
– Disclosure of trends in public-service compensation data

(MTBPS, Annexure B) should be continued

• Protect institutions that still function well, but:
– Refrain from helping non-essential failed State-owned

enterprises (SOEs); e.g., Alexkor, Denel, SA Express, SA
Airways (importance of Council on SOEs)

– Limit/reduce the remuneration and bonuses of executives at
SOEs 21



Recommendations

• Only very rapid economic growth can turn this position around

• The FCSG reserves some scepticism regarding medium term forecasts,
as these are based on a strong “V”-shaped recovery

• We urge members to take note of the Minister’s warning in relation to
a looming “sovereign debt crisis”

• Global lenders’ willingness to provide funds; should not be confused
with South Africa’s ability to repay it.

• As it is evident that Treasury is already finding it harder to acquire
sufficient liquidity in local financial markets, budget deficits should be
reduced.
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Questions/Discussion
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