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Introduction 
 
The provision of economic goods and services cannot ignore the need to provide social services. 
However, if budgetary resources are spent entirely in favour of social goals, neglecting economic 
growth, then the development process becomes self-limiting. A successful development process must 
strike the right balance between economic and social provision, namely: a stable macroeconomic 
environment oriented to growth and social investment, including poverty-reduction measures.  Given 
this interdependence, development planning can start at either point. If planning is initially driven by a 
macroeconomic and growth perspective, it must ultimately determine optimal levels of social and 
economic provision. If planning were to focus initially on the provision of social services, then it must 
also ensure optimum levels of economic growth.  
 
The two processes should, in theory, lead to the same result, and are in that sense mutually 
consistent. In practice, however, budgeting is usually dominated by macroeconomic and growth 
concerns; social needs receive lower priority. A dual budgeting process is meant to minimise this 
imbalance in budget-making.  An important effect of social budgeting may be systematic creation of 
demand for the fulf ilment of rights. 
 
In ensuring a successful social budget, it will be necessary to provide: 
 

• Institutional support: By establishing mechanisms to facilitate greater participation, 
transparency and accountability in preparing budgets and utilisation of budgetary resources.  

• Analytical support: The social development group needs to have access to the same quality of 
data and analysis that is available to finance ministries.  

• Expenditure priorities: It is difficult, and sometimes impossible, to measure the spill-over 
benefits of social investment. This leads to valuation failure, resulting in inadequate 
prioritisation of social sector spending. The problem cannot be entirely solved by technical 
analysis; but also requires a greater voice in budget preparation for those supporting social 
investment. This implies a need for appropriate representation of such people when 
constituting observatories, and for empowering these persons through the provision of data 
and analysis. The services of technical agencies should also be available to social 
observatories. 

• Better accountability through outcome budgeting: Effective accountability for social 
development demands that budgets be outcome-oriented, particularly in terms of basic social 
services. In addition, an emphasis on accountability would promote greater efficiency in 
resource utilisation. It would also systematically address inequalities, requiring that resources 
be allocated to address disparities (gender or geographical). Outcome-oriented budgeting not 
only promotes a sharper focus on results, but can also help to correct disparities. 
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Social Budgeting 
 
Social budgeting consists of two basic components. These are: 
 

• The methodologically consistent compilation of the revenues and expenditures of a country's 
social protection system which is the Social Accounting System (SAS).  

• The forecast of income and expenditure (budget projection) for normally a medium-term period 
and/or simulations of social expenditure and revenues under alternative economic, 
demographic and / or legislative assumptions.  This is known as the Social Budget.  

 
Social budgeting is one of the most powerful tools for the quantitative management of national social 
protection systems. It serves two main purposes. Firstly, It is part of the general social policy planning 
process, and secondly, it is part of any meaningful medium term financial planning process. Social 
budgeting is thus a macro-device in national financial planning. National financial planning, i.e. 
essentially the attempt to reconcile public and semi-public expenditure with tax and contribution 
revenues, is an indispensable part of responsible governance in any society under any economic 
system. 
 
Social Budgeting in South Africa 
 
South Africa is characterised by extreme poverty with the majority of the population living below the 
absolute poverty line.  At the crux of the current debate over economic policy are the critical questions 
of whether government has effectively utilised public resources to achieve poverty alleviation, 
increase income and deliver basic services.  While significant progress has been made in respect of 
these issues, enormous challenges persist. Statistics South Africa’s 2005/06 Income and Expenditure 
Survey (IES) found that approximately half (48%) of all South Africans live on a monthly income below 
R462. In addition, income inequality has worsened from a Gini coefficient of 0.57 percent in 2000 to 
0.73 in 2005/06, when social grants are taken into account.  
 
In the wake of the global financial crisis and recession, the 2009 Medium Term Budget Policy 
Statement has revealed that the labour market has been severely affected by the crisis, with total 
employment declining by 3.5 percent between the fourth quarter of 2008 and the second quarter of 
20091.  The global financial crisis has reportedly already caused the loss of 500,000 jobs in South 
Africa, causing the broad measure of unemployment to increase from 26.7 percent in 2008 to 29.7 
percent in 2009.  Given these challenge, the budget continues a trajectory of substantive social 
spending, as has been the case in the last two years pin particularly. 
 

In order to deal with the social challenge facing the country, the 2009 budget projected that in 2009 
more than 13.4 million South Africans will receive social grants. Within the Social Development 
Budget, about R80.4 billion was budgeted for social grants in 2009/10, increasing from R71,2 billion in 

                                                        
1 National Treasury (2009) 
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2008/09. Combined with SASSA administration the grants budget was expected to reach R85.5 billion 
in 2009/10, constituting 3.5% of GDP: slightly increased from the 3.3% estimate for 2008/09. The 
Budget projects that spending on grants will increase by an average annual rate of about 10.2% over 
the MTEF, and the rate of growth of beneficiaries is about 9.2% on average. 

In addition to social security, funding for education has increasingly topped public priorities, 
particularly in light of the mismatch between high investment, and poor outcomes. Spending in the 
National Department of Education increased from R12.4 billion in 2005/06 to R19.7 billion in 2008/09 
at an annual average rate of about 16.7%, but this rate is expected to slow somewhat to 12.5% over 
the medium term. Additional allocations approved for 2009/10 totalled R1,1 billion, but were almost 
entirely dominated by the school nutrition programme conditional grant (R577.3 million) and funding 
for higher education institutions (R480.2 million). Notably, a new National Education Evaluation Unit 
will be established to evaluate schools and teacher performance. 
 
Conclusion 
 
In any budgeting system, social services should be reconciled with economics in order to ensure that 
government achieves sustainable levels of economic growth, as well as ensure that budget 
expenditure benefits the poor.  The South African government has prioritised social and infrastructure 
services in order to ensure rapid economic growth and a corresponding high level of service delivery.  
This is clearly reflected in the national budget, the bulk of which goes to these two categories of 
expenditure. 
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