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Introduction

The People’s Budget Campaign (PBC) which is made-up of COSATU, SACC and SANGOCO  welcomes the opportunity afforded by the Select Committee on Finance to make a submission on the Money Bills Amendment Procedure and Related Matters Bill. 

Since its inception in 2000, the PBC has been at the forefront of the campaign for legislation that will enable Parliament to amend Money Bills as provided by section 77(2) of the Constitution of the Republic, thereby allowing for public engagement with the budgetary process. We believe that this Bill is long overdue. This is the second attempt to address this constitutional provision. The first attempt to address this constitutional provision was made in 1997 when the Department of Finance tabled a draft Bill, which was vehemently by opposed civil society and parliament.  It was subsequently withdrawn as it would have severely limited parliament’s ability to amend money Bills.  

As the PBC, we were of the view that participating in public hearings in the budgetary process was a futile exercise in the absence of a legislation that enables elected representatives to amend Money Bills. Thus the PBC has boycotted parliamentary hearings on the budget.  We have instead released alternative budget proposals in response to the annual budget tabled by the Minister of Finance.   

The People’s Budget Campaign presented its submission on the draft Money Bills Amendment Procedure and Related Matters to the Portfolio Committee on Finance on the 5th of August.  The Bill has subsequently changed after deliberations in the National Assembly. 

Concerns raised in our initial submission on the draft Bill

In our submission to the Portfolio Committee on Finance, we welcomed tabling of the Bill as a victory to our campaign to enable Parliament to amend the budget and other money bills.  Whilst we acknowledged that the Bill was a substantial improvement over the 1997 draft Bill, a number of concerns remained, which included:

· The lack of a clear definition of what would constitute the fiscal framework that parliament would be required to consider when amending money bills.

· The absence of an explicit provision enabling parliament to amend the fiscal framework.

· The need to distinguish between the procedures applicable to amending the budget as opposed to other money bills.  

· The lack of clarity as to the relationship of the new committees proposed by the Bill to existing committees that also deal with money bills

· The need for greater provision enabling structured participation of civil society.

Some of these concerns have been addressed in the current version of the Bill.  The definition of “fiscal framework is clearer” and parliament will also be able to amend the fiscal framework.  Money Bills, other others those directly providing for the budget, will follow a separate procedure.  

Our concerns about the revised Bill 

As noted previously, the National Assembly substantially amended the Bill. These amendments are generally not problematic, and serve mostly to flesh out issues and procedures in more detail (e.g. what is meant by “fiscal framework”; the procedures to be followed by Parliament in engaging with budgetary issues; and the role and functioning of the Parliamentary Budget Office). While we support many of the above developments, several new issues of concern have arisen as result of the revisions as indicated below.

Adopting the fiscal framework and revenue proposals

Section 8 seems to suggest a bias towards somewhat conservative fiscal policies. Specific provisions of concern include the following:

· Clause 8(5)(a) requires Parliament and its committees to “ensure that there is an appropriate balance between revenue, expenditure, and borrowing” – while this does not necessarily imply a balanced budget, it would be preferable to say relationship rather than balance.   A requirement for a balanced budget ties the hands of government in terms of optimal economic management. For instance, it disallows countercyclical expenditure, where government has relatively high deficit spending during low-growth periods in order to stimulate the economy, which is used by governments around the world. A balanced budget requirement would also disallow sustained deficit spending, in terms of investment in for example infrastructure or health and education that will bear fruits in future. As noted above, we do not interpret this clause to actually require a balanced budget, but the use of the term 'balance' is potentially misleading (in the context of the balanced budget concept), and this we would prefer a reference to 'relationship' rather than 'balance'. This would more precisely convey what we believe to be the real intention of this clause and avoid ambiguity.

· Clause 8(5)(c) requires Parliament to “ ensure that the cost of recurrent spending is not deferred to future generations”.  This clause could severely constrain Parliament’s ability to alter the budget. It seems to be based on misguided neo-liberal macroeconomic notion that governments which employ deficit spending “live beyond their means”. Given the developmental challenges facing the country, it makes sense to run a budget deficit on a medium-term basis, as long it is sustainable.  This means that government can “borrow” from future generations by running budget deficits in order to invest beyond its current means and thereby accelerate economic growth. With accelerated economic growth, future generations will be rewarded with higher standards of living than would have been possible without deficit spending. Even though future generations would normally and generally inherit both the positive and negative legacies of preceeding generations, in principle we would agree if the sentiment and spirit of this provision generally related to liabilities from which the future generation would not benefit, be they as result of recurrent or capital expenditures. Unfortunately, as pointed out earlier this provision is motivated by a now discredited and quite irrational Neoliberal dogma. With its obsession with the short-term, Neoliberalism singled out “recurrent expenditure” items narrowly seeing them as merely social. It is only now that in South Africa and in many parts of the world that we are paying the price of under-spending on skills, health and poverty alleviation having just realised how critical interventions around these items are in terms of sustainable economic development. Ironically, in this provision there is no sense that in fact some capital investments may actually leave future generations with an undue burden. And we as a country already have enough of such vanity mega-projects from which there have been poor returns in proportion to the investments made and these projects tend to be funded over a number of years.

· The Minister is required to table the proposed fiscal framework together with the annual budget. Committees on finance must then conduct public hearings on the fiscal framework and revenue proposals and submit a report within 16 days after tabling of the national budget. We are of the view that this timeframe is insufficient for proper deliberations and the public would not have adequate time to engage with the process through public hearings.

· We are also concerned about the timeframe for tabling the medium term budget policy statement which includes among other things the revised fiscal framework.  While the three months that is stipulated in clause 6(1) may seem sufficient, we disagree especially taking into account the need for proper deliberations and public participation as well as the fact that the MTBPS is tabled in October prior to December- January closure of Parliament linked to recess and constituency periods..

· We believe that the Bill should provide for flexibility when amending the fiscal framework to enable government to respond to exceptional circumstances such as economic shocks. In the face of such instances the fiscal policy’s immediate priority should be to support and protect the economy. 

Passing revenue Bills

Clause 11(3)(e) stipulates that when amending revenue Bills, Parliament must “consider the impact on development, investment, employment and economic growth”.  It would be preferable to include distribution as one of these considerations. Over years government has been increasing income disparity through tax cuts that have mostly benefitted wealthier income groups and companies while there has not been any significant relief on VAT - which is quite a regressive tax, at least as far as it pertains to the basic livelihood items.

Conclusion
We believe that tabling of the current Money Bills Amendment Procedure and Related Matters Bill was largely as a result of the campaign led by the PBC.  This submission has discussed some of the concerns that we have with the revised version of the Bill in addition to those highlighted in our earlier submission to the Portfolio Committee on Finance.  On the whole we are concerned about the potential for the Bill to unduly constraint Parliament in fulfilling its constitutional mandate, as well as its failure to provide adequately for meaningful public consultation.
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