DRAFT

THE REPORT OF THE STANDING COMMITTEE ON FINANCE AND THE SELECT COMMITTEE ON FINANCE ON THE 2010 FISCAL FRAMEWORK AND REVENUE PROPOSALS, DATED 01 MARCH 2010
The Standing Committee on Finance and the Select Committee on Finance, having considered the 2010 Fiscal Framework and Revenue Proposals, report as follows:

1. Introduction and Background
The Minister of Finance (the Minister), Mr. Pravin Gordhan, tabled the 2010 National Annual Budget (the Budget) before Parliament on 17 February 2010. In tabling this Budget, the Minister met his obligation under section 27 of the Public Finance Management Act 1 of 1999 (PFMA) that requires the Minister to table the Budget for the coming financial year in the National Assembly before the start of that financial year. In addition to that, the Minister also met his obligation under section 7(1) of the Money Bills Amendment Procedure and Related Matters Act 9 of 2009 (the Money Bills Act) that requires the Minister to table the Budget in the National Assembly. Section 7(2) of the Money Bills Act requires the Minister to include, among other information, the proposed fiscal framework and revenue proposals in the tabled Budget.
According to section 8(3) of the Money Bills Act, the Committees on Finance (the Committees) must, within 16 days after the tabling of the Budget, report to the National Assembly (NA) and the National Council of Provinces (NCOP) on the proposed Fiscal Framework and Revenue Proposals. Fiscal Framework is defined in the Money Bills Act as “the framework for a specific financial year that gives effect to the national executive’s macro-economic policy and includes-

(a) estimates of all revenue, budgetary and extra-budgetary specified separately, expected to be raised during that financial year;

(b) estimates of all expenditure, budgetary and extra-budgetary specified separately, for that financial year;
(c) estimates of borrowing for that financial year;

(d) estimates of interest and debt servicing charges; and

(e) an indication of the contingency reserve necessary for an appropriate response to emergencies or other temporary needs, and other factors based on similar objective criteria”.

In line with section 8(3) of the Money Bills Act mentioned above, the Committees report on the proposed Fiscal Framework and Revenue Proposals for the 2010/2011 financial year.

Following the tabling of the Budget and the engagement with the Minister, the Committees held public hearings on 25 and 26 February 2010, receiving submissions from economists, organised labour, organised business, public institutions, civil society and individuals. This report reflects the main themes emerging from the engagement with the afore-mentioned stakeholders including the Minister. This report includes two main sections, namely: Economic Policy and Fiscal Policy. The former section gives an overview of economic outlook and policy with specific reference to key macro-economic indicators within the context of the current global and national economic environment. The latter section provides details of fiscal policy over the following Medium Term Expenditure Framework (MTEF) with specific reference to the fiscal stance adopted by government.
2. The 2010 National Annual Budget
The Budget provides the proposed Fiscal Framework and Revenue proposals on which the 2010 Budget is based. The proposed Fiscal Framework and Revenue Proposals provide stakeholders with an ideal opportunity for broad public discussion of, and engagement with, longer-term trends in economic and fiscal policies. Essentially, the proposed Fiscal Framework and Revenue Proposals are laying the foundation for the Appropriation and Division of Revenue Bills. 
The 2010 Budget presents the outlook for a fragile economic recovery and discusses government’s medium term (three-year) spending priorities. It also addresses two key policy challenges. The first is to transform the South African economy to enable an expansion of employment alongside a steady growth. The second is to create a culture of responsible stewardship and reform the public service with the aim to improve the public service, which does not yet meet the legitimate expectations of South Africans. It is needless to say that the latter challenge is obvious given the 2009 and current   service delivery protests that are engulfing our country. In these circumstances, the South African social and economic transformation challenge has to be addressed with renewed urgency, emphasised Mr Jacob Zuma, the President of South Africa. 
The implications are that the Budget provides an indication of government’s assumptions and intentions, which should improve both planning and budgeting within line-departments as well as overall budget co-ordination, and contribute to the quality of engagement with the budget from civil society and legislatures. This anticipated quality of engagement is expected to strengthen oversight and budgetary efficiency and effectiveness. The Business Union of South Africa (BUSA)
 commended National Treasury for a skilful balance of priorities, economic growth, job creation and poverty eradication. The Peoples Budget Coalition (PBC)
 is pleased that the Minister clearly recognises the transformation challenge posed by high unemployment, poverty and income inequality, and the need to pursue policies that will create decent work.
3. Economic Policy
In the years 2008 and 2009, the global economy experienced a sharp contraction; governments around the world have seen revenues fall rapidly, at a time when people and economies require fiscal support the most. Table 1 (below) displays the gross domestic product of selected countries and regions/continents.
Table 1: World’s Gross Domestic Product Growth Rates
 2009 - 2011
	Region/Country
	2009
	2010
	2011

	Growth rate (%)
	Actual
	Forecast

	World
	-0.8%
	3.9%
	4.3%

	Advanced economies
	-3.2%
	2.1%
	2.4%

	United States
	-2.5%
	2.7%
	2.4%

	Euro area
	-3.9%
	1.0%
	1.6%

	United Kingdom
	-4.8%
	1.3%
	2.7%

	Japan
	-5.3%
	1.7%
	2.2%

	Emerging markets and Developing countries
	2.1%
	6.0%
	6.3%

	Developing Asia
	6.5%
	8.4%
	8.4%

	Central and eastern Europe
	-4.3%
	2.0%
	3.7%

	Commonwealth of Independent States
	-7.5%
	3.8%
	4.0%

	Developing Asia
	6.5%
	8.4%
	8.4%

	China
	8.7%
	10.0%
	9.7%

	India
	5.6%
	7.7%
	7.8%

	Africa
	1.9%
	4.3%
	5.3%

	Sub-Saharan Africa
	1.6%
	4.3%
	5.5%

	South Africa
	-1.8%
	2.3%
	3.2%

	Middle East
	2.2%
	4.5%
	4.8%

	Western Hemisphere
	-2.3%
	3.7%
	3.8%


It is apparent from table 1 (above) that most countries experienced a negative growth rate during the 2008-2009 economic recession. In order to cushion the economy against the worse effects of the global economic crisis, many countries implemented stimulus packages. The Governor of the South Africa Reserve Bank reported that the total (world) fiscal package amounted to 3.16 per cent of the world’s GDP. That is, the total amount of fiscal packages amounted to $1.96 trillion
. As a result of these massive fiscal packages, most countries of the world experienced a budget deficit. Table 2 (below) shows budget balances (as a percentage of GDP) for a selection of countries including South Africa.

Table 2: Fiscal Balances
 of Selected Countries 2007 - 2009
	Year
	2007
	2008
	2009

	United States
	-2.8%
	-6.5%
	-11.2%

	United Kingdom
	-2.7%
	-5.3%
	-12.6%

	Japan
	-2.5%
	-2.7%
	-7.4%

	Euro area
	-0.6%
	-2.0%
	-8.0%

	Ireland
	0.3%
	-7.2%
	-1.2%

	Spain
	1.9%
	-4.1%
	-11.0%

	Portugal
	-2.6%
	-2.7%
	-8.0%

	Greece
	-3.7%
	-7.7%
	-13.0%

	Italy
	-1.5%
	-2.7%
	-5.0%

	South Africa

	1.2%
	-1.7%
	-1.0%


South Africa had not been unaffected; for example, it experienced a negative economic growth rate of 1.8 per cent in 2009 and the economy shed approximately 900 000 jobs in 2009 alone. Unemployment rate in South Africa is approximately 24.3 per cent and this rate increases to approximately 30 per cent if people who have given up on looking for employment are included (that is the wider definition of the unemployment rate). Disappointingly, most of the people who are unemployed are youth (including a large number of them who has never worked before). The South African government has responded by accelerating anti-recession spending in order to minimise the negative impact of the economic recession. Recession in South Africa, similarly to many countries, was characterised by a budget deficit, higher government spending, higher public sector borrowing requirement (PSBR), lower tax revenue, higher cost of borrowing, negative gross domestic product (GDP) growth and so forth.

However, table 1 (above) shows that countries are expected to experience an economic recovery in 2010.  In 2010, China and India are expected to have the highest economic growth rates of 10 and 7.7 per cent, respectively. They are expected to continue this positive trend in 2011 with a growth rate of 9.7 and 7.8 per cent, respectively. These countries are amongst the few who did not experience a negative growth in the gross domestic product during the recession as they obtained, in 2009, positive growth rates of 8.7 and 5.6 per cent, respectively. Furthermore, leading global indicators
 (namely the composite leading indicator (CLI)) of Economic Cooperation and Development (OECD) continue to provide strong signs of economic recovery. The latest International Monetary Fund’s World Economic Outlook Update shows improved projections.
South Africa is not left behind. For example, the tabling of the Budget came amidst an uncertain economic recovery of South Africa from its first recession of 2008-2009 in 17 years. Statistics show that South Africa is expected to grow at 2.3 per cent in 2010 and at 3.2 per cent in 2011. South Africa is integrated into the world economy and China, India and Brazil are some of the major players in the world trade. In recent years, emerging markets such as Brazil, China and India have become leading trading nations, with expanding economies that are creating jobs and contributing to significantly lower levels of poverty. Therefore, South Africa is expected to benefit from successes of these developing countries because they are its major trading partners. Furthermore, South Africa’s real value added of the secondary and tertiary sectors follows a positive growth. Currently, the composite leading business cycle indicator continued its upward trend, while the coincident indicator appears to be bottoming out. There is improvement in both the consumer confidence and business confidence; as indicated by the FNB/BER Consumer Confidence Index (CCI) and the RMB/BER Business Confidence Index (BCI) in the fourth quarter of 2009
.
Although table 1 (above) indicates that most countries are likely to experience economic growth in 2010 and 2011, Minister Pravin Gordhan, in his 2010 National Annual Budget speech reported that many commentators caution that positive economic trends may be short-lived, and that the world economy may experience a second wave of recession; mainly due to weak levels of employment creation in developed countries and large fiscal deficits and emerging asset bubbles in Asia. The Governor of the South African Reserve Bank, Ms Gill Marcus, also shared the same sentiments with the Committees on Finance. Furthermore, BUSA commented that the current economic recovery is not without risks. They pointed out that significant risks are emanating from European Union countries like Portugal, Ireland, Italy, Greece and Spain. BUSA argued that these significant risks are likely to lead to investment risk aversion towards emerging markets, including South Africa. They, therefore, commended the Minister for policy certainty because the latter is an important element for improving global competitiveness.
As argued above, the context in which the Budget was tabled was in slight economic recovery. It provides the impetus to support this recovery in order to achieve a full economic recovery over the financial year. As stated by President Jacob Zuma in his 2010 State-of-the-Nation address, “government will…not withdraw its support measures…because it is too soon…to be certain of the pace of recovery”. Therefore, South Africa’s key short-term plans are to support the economic recovery and direct public spending towards key priorities, namely: education, health, rural development and land reform, creating decent work, and fighting crime. Government’s medium and longer-term objective is to build a more labour absorbing economy and to transform public service delivery to meet the aspirations of all South Africans.

As reiterated above, the Minister highlighted that there were signs of an improvement in the economic environment but the recovery is likely to be slow and gradual. The projected medium to longer term macro-economic variables are displayed in table 2 (below).
Table 2: Longer Term Macro-economic Variables 2006 - 2012
	Year
	2006
	2007
	2008
	2009
	2010
	2011
	2012

	% Change
	Actual
	Estimate
	Forecast

	Final household consumption
	8.3
	5.5
	2.4
	-3.5
	0.9
	2.6
	2.9

	Final govt. consumption
	4.9
	4.7
	4.9
	5.7
	4.7
	4.1
	3.6

	Gross Fixed Capital Formation
	12.1
	14.2
	11.7
	4.0
	5.8
	7.8
	8.7

	Real GDP growth (%)
	5.6
	5.5
	3.7
	-1.8
	2.3
	3.2
	3.6

	CPI inflation (%)
	3.2
	6.1
	9.9
	7.1
	5.8
	6.1
	5.9


Table 2 (above) shows that, although the household consumption demand decreased by 3.5 per cent in 2009, it is expected to pick up by 0.9 per cent in 2010 and further grow by 2.6 and 2.9 per cent in 2011 and 2012, respectively. This expected increase in consumer demand is believed to lag economic growth as projected because consumer demand is highly dependent on the level of employment in the country and the latter, itself, lags economic growth. On the other hand, government consumption increased by 5.7 in 2009 and is expected to increase gradually by 4.7, 4.1 and 3.6 per cent in 2010, 2011 and 2012, respectively.  The sharp increase in government consumption by 4.9 in 2008 and 5.7 in 2009 is owing to expansionary fiscal policy aimed at stimulating the economy from its 2008-2009 recession.  However, in 2010 and onwards, government expenditure is expected to increase at a decreasing rate in order to reduce the debt level to sustainable level.
Table 2 (above) suggests that fixed investment is going to display a positive trend. Fixed investment is expected to increase by 4.0 per cent in 2009 and by 5.8 per cent in 2010. Furthermore, fixed investment is projected to increase by 7.8 and 8.7 per cent in 2011 and 2012, respectively. It is hoped that this increase in fixed investment will create the highly anticipated decent jobs.
According to table 2 (above), South African economic growth (real GDP growth) is estimated to be a negative growth of 1.8 per cent in 2009. Thereafter, real GDP growth in 2010, 2011 and 2012 is forecasted to be 2.3, 3.2 and 3.6 per cent, respectively. National Treasury (2010) expects this positive growth because, in the period ahead, South African producers will benefit from a recovery in global demand and higher commodity prices, largely as a result of strong growth in China and India. They argue that continuing public sector investment in economic infrastructure provides crucial support to the recovery and is essential to reduce bottlenecks and draw in private-sector investment. BUSA finds these forecasted levels of growth realistic. Even more optimistic, FEDUSA expects South Africa’s economic growth rate to be approximately 3 per cent and 4 per cent in 2010 and 2011, respectively. The implication is that FEDUSA expects higher revenues than what is projected by National Treasury over the medium term.
The Committees requested clarity on why different institutions estimate different growth rates for South Africa. National Treasury responded that different institutions estimate different growth rates because of the different views on the values of variables that are used to estimate the gross domestic product. National Treasury explained that different institutions attach different values to variables used in the gross domestic product’s equation, namely government consumption, household consumption, imports, exports and others, which makes the resultant economic growth rate estimates to be different from one another. It is needless to emphasize that estimates are not always accurate. 
It is interesting to see from table 2 (above) that inflation is expected to fall within the targeted range of 3 to 6 per cent over the medium term. Low inflation and an increasing private-sector investment are some of the prerequisites for a stable economic recovery. Inflation in 2010, 2011 and 2012 is expected to be 5.8, 6.1 and 5.9 per cent, respectively. The higher than targeted inflation rate of 6.1 per cent in 2010 is attributable to expected electricity tariffs of 35 per cent
 and efforts by producers to recoup as demand recovers. Thereafter, inflation as indicated in table 2 (above) should fall within the targeted inflation range of 3 to 6 per cent over the medium term. With respect to the increase in the fuel levy by 25.5 per litre announced by the Minister during the Budget, the South African Reserve Bank is of the view that this increase shall have a minimal and immaterial impact on the inflation outlook. However, FEDUSA argues that higher oil prices, sudden weakening of the exchange rate, and higher electricity tariffs are some of the threats to the targeted inflation bracket.
Table 3 (below) presents the inflation rates of selected countries and regions/ continents over the medium term.
Table 3: World’s Inflation Rates
 2009 - 2011
	Year
	2009
	2010
	2011

	% Change
	Actual
	Projected

	World
	2.5%
	n/a

	n/a

	Advanced economies
	0.1%
	1.3%
	1.5%

	United States
	-0.4%
	2.3%
	2.0%

	Japan
	-1.1%
	-1.0%
	-0.3%

	Euro area
	0.3%
	1.2%
	1.5%

	United Kingdom
	1.9%
	2.6%
	1.7%

	Emerging markets and developing economies
	5.2%
	6.2%
	4.6%

	Africa
	9.0%
	n/a
	n/a

	South Africa
	7.1
	5.8
	6.1

	Sub-Sahara
	10.5%
	n/a
	n/a

	Central and eastern Europe
	4.8%
	n/a
	n/a

	Commonwealth of Independent States
	11.8%
	n/a
	n/a

	Developing Asia
	3.0%
	n/a
	n/a

	China
	-0.1%
	3.2%
	3.3%

	India
	8.7%
	7.1%
	5.9%

	Middle East
	8.3%
	n/a
	n/a

	Western Hemisphere
	6.1%
	n/a
	n/a


Table 3 (above) indicates that inflation rates of most countries selected are expected to be below 8 per cent. The implication of this ceiling is that South Africa can not afford to have an inflation rate that is far higher than 8 per cent because a higher than 8 per cent inflation rate will make South Africa less competitive in the global market. Perhaps, an inflation targeting bracket of 3 to 6 per cent is reasonable in comparison to other inflation rates in the world. Nevertheless, National Treasury and the South African Reserve Bank have agreed on flexible inflation targeting in order to support the economy and jobs creation.
When a clarity on the role of inflation targeting in order to boost the fragile economic recovery in South Africa was requested, the Minister responded by informing the Committees that inflation targeting will be managed in a flexible manner and referred the Committees to a letter he addressed to the Governor of the South African Reserve Bank, Ms. Gill Marcus. In a letter to the Governor of the South African Reserve Bank, the Minister advised the Bank to continue to pursue a target of 3 to 6 per cent for headline Consumer Price Index inflation and to conduct monetary policy in a consistent and transparent manner within a flexible inflation targeting framework. BUSA stated that South Africa’s macro-economic framework is solid and has been widely acknowledged for mitigating South Africa’s economy from the full (negative) impact of the global economic crisis. BUSA advised government to maintain their macro-economic policies in order to address economic growth, unemployment and poverty.
The Minister stated that the existing framework of inflation targeting allows for temporary deviations of inflation from the target in the event of shocks over which monetary policy has no control. Minister Pravin Gordhan further stated that one of the important lessons of the latest economic crisis has been the need for central banks to have a deeper understanding of the banking sector and financial stability; which requires greater focus on macro- and micro-prudential analysis, regulation and supervision. Gretchen Humphries
 reported to the Committees that FEDUSA supports the proposal of practical macro-economic policies that will promote an environment that is conducive for investment and, full and productive decent employment through low and stable inflation and interest rates, a competitive exchange rate and other measures to encourage financial stability. FEDUSA commended government on the clear way in which the development of a macro-economic strategy beyond the crisis is set out.
However, BUSA
 argues that it is crucial to improve economic growth and development beyond macro-economic issues to include micro-economic challenges. Failure to do so, BUSA warns, will result in the underlying micro-economic challenges continuing to inhibit the attainment of service delivery and economic growth priorities identified in the 2010 State-of-the-Nation Address by President Zuma. BUSA has committed itself to a partnership with government for fighting corruption, and promoting competitiveness interventions.
PBC argues that the Minister is continuing with “the failed monetary policies of the past government administration”. They reported that the literature on inflation-targeting  emphasises that inflation-targeting should be flexible, therefore, there is nothing of value that the Minister informed the Governor of the South African Reserve Bank when he was clarifying the ‘broad’ mandate of the Reserve Bank. Furthermore, PBC reported that the Reserve Bank has always claimed that it is practising flexible inflation-targeting. PBC argues that the new growth path, announced by the Minister in his maiden 2010 Budget speech, requires “a demotion of price stability and the elevation of employment as the target for monetary and fiscal policies”. Put differently, PBC continues with “the struggle for the scrapping of inflation-targeting, because (PBC is) of the view that the persistently high unemployment rate, strong exchange rate, de-industrialisation of our economy and the imbalances that (South Africans) have experienced over the past, are partly due to the policy of high interest rates”.
4. Fiscal Policy

Fiscal policy guides government’s decisions about revenue, spending and borrowing. South Africa’s fiscal policy should enable government to deliver on its developmental mandate by providing resources in a manner that is sustainable and that reinforces the stability of the economy. Table 4 (below) summarises the consolidated government fiscal framework over the 2006/07 - 2012/13 period.

Table 4: Consolidated Government Fiscal Framework
 2006/7-2012/13
	Fiscal Year
	2006/07
	2007/08
	2008/09
	2009/10
	2010/11
	2011/12
	2012/13

	R million
	Actual
	Estimate
	Forecast

	Revenue

As a % of GDP
	541 224

29.5%
	627 669

30.2%
	689 672

  29.7%
	657 552

  26.8%
	738 404

  27.3%
	827 742

  27.9%
	922 278

  28.0%

	Expenditure

As a % of GDP
	518 447

28.3%
	293 269 28.5%
	713 890

  30.8%
	835 324

  34.1%
	906 964

  33.6%
	977 361

  32.9%
	1 058 622

  32.1%

	Budget Balance

As a % of GDP
	22 777

1.2%
	34 400

1.7%
	-24 218

  -1.0%
	-177 773

  -7.3%
	-168 560

  -6.2%
	-149 619

  -5.0%
	
-136 344

  -4.1%


South Africa’s fiscal discipline in the past has provided government with a good opportunity to minimise the negative impact of the economic crisis. As a result, expansionary fiscal and monetary policies have provided significant support to the economy during the recession. For example, table 4 (above) shows that the budget deficit has increased from 1 per cent of GDP in 2008/09 to an estimated deficit of 7.3 per cent as a percentage of GDP in 2009/10. Thereafter, the budget deficit is expected to decrease slightly to 6.2, 5 and 4.1 per cent in 2010/11, 2011/12 and 2012/13, respectively. Gretchen Humphries reported that FEDUSA is of the opinion that economic policy makers reacted in the correct way to the economic crisis by way of counter-cyclical monetary and fiscal policy. BUSA argued that the continuation of an expansionary fiscal programme should support domestic demand, provides much needed boost to the economy.
Economic development, social development and fiscal sustainability are some of the main principles of fiscal policy. These principles are discussed in sections that follow.
4.1 Economic Development
Economic stability is essential for creating an environment in which job creation can accelerate, entrepreneurial activity can flourish, and companies and households can invest with confidence in order to maintain an economic stability. To contribute to stability, government adopts and carefully implements a countercyclical fiscal policy. In practice, government expenditure is protected from volatility in the economy by allowing the deficit to expand or contract in response to cyclical changes affecting the revenue. In South Africa, like the rest of the world, the fiscal easing in response to the 2008-2009 economic recession was one of the largest in its history. Based on National Treasury’s forecast, the fiscus has been able to mobilise resources in support of the economy without compromising future growth or service delivery; provided that appropriate steps are taken to improve efficiency of resources. Currently, the South African government increases its countercyclical spending in order to boost the economy to full recovery, National Treasury reports.
However, PBC disagrees with National Treasury on the alleged stimulus package. PBC argues that government failed to clearly indicate how much of the total expenditure is spent as a stimulus package. PBC reported that government failed to isolate a stimulus package from its total government expenditure. PBC explained that a deficit is as a result of lower revenue received. Furthermore, PBC argues that it is not correct to suggest that the proposed fiscal policy framework allows for expansionary government spending when the government is planning to reduce deficit before South Africa reaches that level of economic growth that begins to reduce the unemployment rate. PBC reported that public spending is projected to grow by only 2 per cent in real terms over the medium term.
From the fiscal perspective, economic development is dependant on three key economic variables, namely: national revenue, government expenditure and government borrowings. These economic variables are discussed in the sections below.
4.1.1 Revenue

Budget revenue is the amount of revenue available to the fiscus to finance expenditure after taking into account tax revenue, other revenue and transfers to other members of the Southern African Customs Union (SACU). Tax revenue is the largest contributor to budget revenue. Tax revenue is highly cyclical because taxes are levied on economic activity. This means that, if the economy is performing well in terms of enterprise activities and decent jobs creation, more tax revenue will be collected and vice versa. But, Len Verwey
 argued that tax revenue increases as economy improves by a considerable lag. He suggested that value added tax and corporate income tax revenues would remain more stagnant than personal income tax revenue over the medium term.
Table 5 (below) displays the actual budget revenue in the previous years and expected budget revenue over the medium term.

Table 5: Budget Revenue 2006/07 – 2012/13
	Fiscal Year
	2006/07
	2007/08
	2008/09
	2009/10
	2010/11
	2011/12
	2012/13

	R million
	Actual
	Estimate
	Forecast

	Tax revenue
	495 549
	572 815
	625 100
	590 425
	647 850
	721 477
	818 298

	Non-tax revenue
	10 843
	11 672
	12 616
	8 983
	10 380
	11 483
	12 379

	Less: SACU
	-25 195
	-24 713
	-28 921
	-27 915
	-14 991
	-11 211
	-22 781

	National revenue
	481 197
	559 774
	608 796
	571 492
	643 239
	721 649
	807 896

	Province and others

	60 027
	67 895
	80 876
	86 060
	95 165
	105 993
	114 382

	Budget revenue
	541 224
	627 669
	689 672
	657 552
	738 404
	827 742
	922 278

	As a % of GDP
	29.5%
	30.2%
	29.7%
	26.8%
	27.3%
	27.9%
	28.0%


Before 2009, South Africa’s economy has been characterised by strong economic growth, improvements in tax administration and compliance, and the broadening of the tax base. These positive attributes of the economy have, indeed, resulted in strong growth in budget revenue. In 2006/07 and 2007/08, budget revenue had been 29.5 and 30.2 per cent of GDP, respectively. However, in 2009/10, budget revenue had declined as a result of the 2008-2009 economic recession. But, as indicated in table 5 (above), budget revenue will increase from R657.6 billion in 2009/10 to R922.3 billion in 2012/13. According to table 5 (above), the main driver of the changes in budget revenue is the cyclical nature of tax revenue in line with the changes in economic activities, including household spending. As the economy is expected to improve in 2010/11, tax revenue, a lagging indicator, is expected to follow suit in 2011/12 and onwards. In principle, BUSA supports the forecasted levels of revenue by National Treasury.
Government is of the view that there is dire need to support the anticipated improvement in tax revenue with measures to broaden the tax base since increasing tax rates may have undesirable effects on direct investment and consumer spending. Government plans to explore environmental taxes with an aim to raise more revenue and to meet environmental objectives. Given the fragile economic recovery, government decided not to raise any tax in this fiscal year but could raise taxes in the future to fund spending commitments. The Commission views these proposed measures as suitable for the current weak economic growth. FEDUSA and Stiaan Klue
 welcomed the increase in the annual tax-free interest income. But, FEDUSA is of the view that the positive effects of the tax relief on the economy will more or less be cancelled out by the increase in excise duties and the fuel levy of 25.5 cent per litre. On the other hand, Stiaan Klue recommended that government further increases interest exemption to R50 000.
The Commission implied that the welfare effects of increasing the fuel levy by 25.5 cents per litre have stronger negative effects on higher income households than the lower income households. On this basis, the Commission is of the view that the proposed fuel levy is reasonable. However, the Commission advised government to identify and quantify all risks associated with this measure because South Africa is highly dependent on oil. BUSA is of the view that environmental taxes should not be used to raise revenue, but to promote a corrective behaviour. The implication is that environmental tax must be carefully structured with an objective of achieving environmental performance improvements. PBC acknowledges the importance of increasing tax revenue and promoting a more responsible approach in respect of environmental taxes. But, PBC is concerned about the timing and implications of these taxes for a current ‘fragile’ economy.
Stiaan Klue welcomed the R6.5 billion tax relief announced by the Minister and the fact that the Minister is not going to raise taxes during this fiscal year but broaden the tax base. Stiaan Klue reported that, in South Africa, 25 per cent of individual taxpayers pay 75 per cent of personal income tax, 0.25 per cent of companies pay 55 per cent of corporate taxes, and less than 5 per cent of companies pay 91 per cent of company taxes. He argued that this is a huge burden by any standards and needs to be addressed in the near future. Stiaan Klue recommended that government broaden tax base “aggressively”.
In principle, PBC is supportive of the implementation of tax relief with the proviso that it be targeted towards lower income groups. However, PBC is concerned that individuals pay more tax than corporates. For example, PBC reported that, for 2010/11 fiscal year, corporate tax revenue is R133.6 billion but, personal income tax revenue is R224.6 billion. Therefore, PBC recommended that the current disproportionate tax burden should be reviewed. PBC also reported that the number of people who earn more than R1 million per annum is increasing and proposes that government introduces an additional income tax threshold so that those who are earning more than R1 million are subjected to a further and higher special wealth tax. PBC further recommended that revenue from this ‘new’ threshold should entail a redistributive mechanism to provide further exemptions or relief for those in the lowest income quintiles. PBC argues that the main tax proposals that have been put forward are not sufficient to address the macro-economic imbalances that the majority of South Africans face.
4.1.2 Expenditure

Strong growth over the past ten (10) years has helped to stimulate economic activity; supporting both growth and redistribution. Tables 6 and 11 (below) display different types/categories of government expenditure.

Table 6: Consolidated Government Expenditure 2006/07 – 2012/13
	Fiscal Year
	2007/08
	2008/09
	2009/10
	2010/11
	2011/12
	2012/13

	R million
	Actual
	Estimate
	Forecast

	Current payments
	353 822
	415 969
	480 408
	527 892
	580 140
	623 715

	Employees
	195 010
	232 595
	270 859
	294 432
	315 773
	332 283

	  As  % of GDP
	9.4%
	10.0%
	11.1%
	10.9%
	10.6%
	10.1%

	Goods & Services
	101 934
	124 712
	147 181
	155 789
	168 533
	178 804

	Interest
	56 878
	58 663
	62 368
	77 671
	95 834
	112 628

	  As  % of GDP
	2.7%
	2.5%
	2.5%
	2.9%
	3.2%
	3.4%

	Transfers / Subsidies
	204 347
	237 534
	268 580
	284 016
	315 049
	337 335

	  As  % of GDP
	9.8%
	10.2%
	11.0%
	10.5%
	10.6%
	10.2%

	Capital assets
	33 139
	49 353
	53 530
	68 163
	69 418
	73 567

	   As % of GDP
	1.6%
	2.1%
	2.2%
	2.5%
	2.3%
	2.2%

	Financial assets
	1 960
	11 033
	32 806
	20 893
	754
	5

	Contingency reserves
	-
	-
	-
	6 000
	12 000
	24 000

	Total payments
	593 269
	713 890
	835 324
	906 964
	977 361
	1 058 622

	   As % of GDP
	28.5%
	30.8%
	34.1%
	33.6%
	32.9%
	32.1%


From table 6 (above), it can be seen that expenditure by government remains the significant share as a percentage of the gross domestic product over the medium term framework. By doing so, government has maintained their substantial contribution to economic development. Growth in government consumption in 2009/10 is driven by higher public-sector employment, larger salary increases and the introduction of occupation-specific salary dispensations in education and health. Consequently, growth in expenditure has stimulated economic activity; contributing to an expected GDP growth of 2.3 per cent in 2010. Much of this success is made possible by prudent management of the fiscus in the past that led to reductions in the deficit, low levels of debt and declining debt-service costs. Government has budgeted R6, R12 and R24 billion for contingency reserve in 2010/11, 2012 and 2013, respectively. In other words, government is doubling contingency reserve every year over the medium term expenditure framework.
FEDUSA commented that the increased government expenditure includes large real salary increases for public officials and argues that government can not justify large salary increases on equity or efficiency grounds. PBC commented that an increased aggregate demand by government spending will increase inflationary pressures and argued that inflation targeting will incorrectly necessitate an increase in interest rate in order to influence inflation downwards which will, at the same time, constrain the economic growth rate unnecessarily.
4.1.3 Borrowing

Given the current economic downturn and the sensitivity of tax revenue to recession, government is forced to consider other financing options in order to boost the economy. Government raises debt from local and foreign financial markets in order to finance the shortfall between revenue and expenditure. As per table 4 (above), the increase in expenditure, combined with the decline in budget revenue, resulted in an estimated budget deficit of 7.3 per cent of GDP in 2009/10. This deficit has to be financed through debt. Table 7 (below) summarises the borrowing requirement of the national government over the medium term.

Table 7: National Government Borrowing Requirement 2008/09 – 2012/13
	Fiscal Year
	2008/09
	2009/10
	2010/11
	2011/12
	2012/13

	R million
	Actual
	Estimate
	Forecast

	National budget balance
	-27 268
	-177 324
	-174 904
	-166 588
	-156 417

	Extraordinary receipts
	8 203
	6 536
	-
	-
	-

	Extraordinary payments
	-4 284
	-673
	-
	-
	-

	Borrowing requirement
	-23 349
	-171 461
	-174 904
	-166 588
	-156 417


Extra-ordinary receipts are expected to amount to R6.5 billion in 2009/10, which included R1.7 billion in premiums on bond transactions and proceeds of R0.2 billion from government’s liquidation of its investment in the South African Special Risks Insurance Association. The receipts of R3.9 billion from Telkom’s sale of a 15 per cent share in Vodacom to Vodafone, revaluation profits of R0.2 billion on the conversion of foreign currency and a special dividend of R0.5 billion, are included in the extra-ordinary receipts. In 2010, extra-ordinary payments are expected to amount to R0.7 billion. Extra-ordinary payments consist of losses on the Gold and Foreign Exchange Contingency Reserve Account of R0.2 billion in 2008/09 and revaluation losses of R0.4 billion on the conversion of foreign currency. An amount of R55 million to settle the remaining liability related to Saambou Bank is also included in extra-ordinary payments. The cost on revaluation of foreign debt at redemption, projected to total R0.9 million in 2010, forms part of extra-budgetary items.
In financing the consolidated government deficit, national government borrowing is projected to reach R171.5 billion in 2009/10, declining gradually to approximately R156.4 billion in 2012/13.

Table 8 (below) summarises the estimated government debt over 2006/07 to 2012/13.

Table 8: National Government Debt 2006/07 – 2012/13

	Fiscal Year
	2006/07
	2007/08
	2008/09
	2009/10
	2010/11
	2011/12
	2012/13

	R billion
	Actual
	Estimate
	Forecast

	Domestic debt
	471.1
	480.8
	529.7
	702.4
	894.9
	1 085.6
	1 266.1

	As a % of GDP
	25.7%
	23.1%
	22.8%
	28.7%
	33.1%
	36.6%
	38.4%

	Foreign debt
	82.6
	96.2
	97.3
	94.0
	106.3
	128.4
	153.0

	As a % of GDP
	4.5%
	4.6%
	4.2%
	3.8%
	3.9%
	4.3%
	4.6%

	Gross loan debt
	553.7
	577.0
	627.0
	796.4
	1 001.2
	1 214.0
	1 419.1

	As a % of GDP
	30.2%
	27.7%
	27.0%
	32.5%
	37.1%
	40.9%
	43.1%


As a result of borrowing requirements displayed in table 7 (above), total public debt is estimated to be 32.5, 37.1, 40.9 and 43.1 per cent of GDP in 2009/10, 2010/11, 2011/12 and 2012/13, respectively. In other words, public debt escalates from 32.5 per cent of GDP by 2009/10 to 43.1 per cent of GDP in 2012/13. Interestingly, the total public debt as a percentage of GDP is expected to remain less than 50 per cent over the medium term; owing to conservative borrowings by government in the past when South Africa was benefiting from an economic boom. Put differently, low levels of borrowing in the past have made it possible for South Africa to increase the level of debt in order to stimulate the economy; thereby minimising the negative impact of the 2008-2009 recession without pushing total levels of debt beyond 50 per cent as a percentage of GDP. The estimated total public debt as a percentage of GDP over the medium term is amongst “the lowest in the world…The US sits with 70%-80% debt and the UK is well over 100%”
, says the Minister of Finance, Mr. Pravin Gordhan. Furthermore, Japan has “sovereign debt to GDP well over 150% and rising to well over 200%...”

In order to compare the level of South Africa’s public debt level with the debt level of other countries, selected international case studies were reviewed. Results
 of this literature review are displayed in table 9 (below).
Table 9: International Case Studies on Public Debt
	The (debt) problem in Greece is neither new nor exceptional for the EU. The conditions of the currency union in the euro zone have been violated from day one. The Maastricht Treaty set a limit for budget deficits of 3% of GDP and a 60% limit for the debt to GDP ratio of participating countries. The euro was launched in 1999 and replaced individual country currencies in 2002. Germany itself, the economic powerhouse of Europe, had a budget deficit of at least 3.7% between 2002 and 2004. France also violated the treaty conditions within the first three years, as did Portugal. The Netherlands did so in 2003. Initially Greece appeared to be in compliance, but was later accused of manipulating its statistics (a historical commonplace for fiscally irresponsible governments) and later admitted that its budget deficit averaged 4.3% between 2000 and 2004.

The euro currency union actually helped countries reduce their budget deficits by lowering their borrowing costs. When the debt to GDP ratio becomes large, reducing interest payments can reduce the budget deficit considerably. This phenomenon benefited Italy tremendously. Interest rates on Italian government bonds fell from around 12% in 1994 to 4% in 2004. It also improved the situation in Belgium. Belgium's debt to GDP ratio was 134% in 1993, but only 90% in 2008. It has never gotten anywhere close to the 60% limit. Italy's debt to GDP ratio in 2008 was 106% and is growing rapidly. It will not be long before it reaches Greece's 120% level. Yet, the market is focused more on Portugal with an 85% ratio - equivalent to the official numbers in the United States (the actual numbers are similar to Greece's) and Spain which has only a 66% debt to GDP ratio.


From table 9 (above) and comparison point of view, international results imply that South Africa’s debt level is amongst the lowest in the world, as pointed out by the Minister and the Governor of the South African Reserve Bank. In addition to table 10 (above), table 11 (below) presents debt-to-GDP ratios of selected countries.

Table 11: Debt-to-GDP ratios
 of selected countries 2007-2009
	Year
	2007
	2008
	2010

	United States
	62%
	84%
	92%

	United Kingdom
	47%
	69%
	82%

	Japan
	188%
	218%
	227%

	Euro area
	66%
	80%
	87%

	Spain
	36%
	52%
	59%

	Greece
	96%
	120%
	>150%

	Italy
	104%
	118%
	123%

	South Africa

	27.7%
	32.5%
	37.1%


Both, tables 10 and 11 (above) clearly indicate that South Africa compares favourably with the rest of the world in terms of debt levels. But, the Committees raised their concern that the level of debt is approaching 50 per cent and over (especially if the economy does not recover soon) and requested National Treasury to explain how it plans to manage the ‘new’ levels of debt over the medium term. National Treasury responded that, as forecasting indicates, government debt is under control and will level off in future. National Treasury assured the Committees that these ‘new’ levels of debt (from 27 per cent of GDP in 2008/09 to 43.1 per cent of GDP in 2012/13) will go down sooner than forecasted if the economy recovers faster than anticipated. However, National Treasury admitted that reduction in debt may be slow if the economy is not improving as predicted in table 2 above. With respect to ‘new’ level of debt in South Africa, the Financial and Fiscal Commission advised that government may want to adopt a fiscal stability pact. They explained that the pact will clearly establish the level of debt and what debt can or can not finance, possibly guarantee a move towards current budget surplus (cyclically adjusted).
The volume of debt, new borrowing requirements, interest rates, inflation rates and the exchange rate influence total debt-service costs.  Debt-service costs are shown in table 10 (below).

Table 10: National Debt-Service Costs 2008/09 – 2012/13
	Fiscal Year
	2008/09
	2009/10
	2010/11
	2011/12
	2012/13

	R million
	Actual
	Estimate
	Forecast

	Domestic costs
	48 692
	52 596
	65 549
	81 030
	94 639

	Foreign costs
	5 702
	5 004
	5 809
	7 433
	9 383

	Total debt costs
	54 394
	57 600
	71 358
	88 463
	104 022

	   As a % of GDP
	2.3%
	2.4%
	2.6%
	3.0%
	3.2%

	  As a % of Revenue
	8.9%
	10.1%
	11.1%
	12.3%
	12.9%


The increase in debt, due to the higher borrowing requirement, outweighed the savings from a stronger currency and lower short-term interest rates. Debt-service cost is projected to increase from 2.3 per cent of GDP in 2008/09 to 3.2 per cent of GDP in 2012/13 financial year. To ensure that a growing debt burden does not permanently crowd out spending on development priorities, government will stabilise growth in interest costs through “a careful, controlled reduction in the deficit, taking into account the health of the economy”
. Put differently, the government fiscal stance is to maintain an appropriate level of short-term stimulus to support economic recovery, while acting deliberately to reduce public debt to sustainable levels in order to prevent the shifting of debt burden to future generation. Low levels of foreign debt and growing demand for South African equities and bonds place South Africa in a healthy position to meet its foreign obligations
. South Africa’s total debt costs of 2.6 per cent of GDP in 2009/10 compare favourably with most developing countries in the world (refer table 9 above). Len Verwey is of the view that the current level of debt is not going to crowd out social spending over the medium term expenditure framework owing to reasonable levels of state debt cost.
However, PBC reported that government does not provide evidence that high debt levels lead to high interest rates. Instead, PBC argued that it is inflation targeting that leads to high real interest rates relative to the growth rate. Therefore, PBC claims that inflation targeting is the principal threat to fiscal sustainability.
The Fiscal and Financial Commission (the Commission) commented that large amounts of debt that are driven by current consumption as opposed to the financing of capital assets are known to ultimately compromise future economic growth and destabilise the domestic financial system. Ward and Price (2006) recommend that borrowings should be used for investment in capital assets. They discourage the use of equity and debt capital for expenses. Therefore, the Commission advises that the use of debt for personnel expenditure should be discouraged. When the Commission was asked to clarify why they are linking debt levels to personnel expenditure, the Commission admitted that they do not have evidence that government is raising debt to fund personnel expenditure. But, the Commission stressed that clear fiscal rules are ideal in order to clarify what debt is used for.
4.2 Social Development
As indicated in table 11 below, non-interest expenditure by national government is estimated to have grown from 22.8 per cent of GDP in 2002/03 to 28.2 per cent of GDP in 2009/10. By doing so, government has contributed substantially to social development. 
Table 11: Interest and Non-interest National Expenditure 2006/07 – 2012/13

	Fiscal Year
	2006/07
	2007/08
	2008/09
	2009/10
	2010/11
	2011/12
	2012/13

	R million
	Actual
	Estimate
	Forecast

	Expenditure

	470 192
	541 496
	636 063
	748 816
	818 143
	888 338
	964 314

	Interest cost
	52 192
	52 877
	54 394
	57 600
	71 358
	88 463
	104 022

	% of GDP
	2.8%
	2.5%
	2.3%
	2.4%
	2.6%
	3.0%
	3.2%

	Non-interest expenditure
	418 000
	488 619
	581 670
	691 217
	746 785
	799 875
	860 292

	% of DGP
	22.8%
	23.5%
	25.1%
	28.2%
	27.7%
	27.0%
	26.1%


In other words, growth in expenditure has been redistributive; contributing to improvements in welfare for all South Africans. One of the government’s successes over the past 10 years has been the extent to which it has redistributed resources through transfers to households. For example, spending growth has been complemented by reprioritisation of expenditure away from consumption towards welfare transfers. As a result, these targeted social ‘grants’ have contributed to the reduction of poverty. As stated in section 4.1.2 above, growth in government consumption in 2009/10 is driven by higher public-sector employment, larger salary increases and the introduction of occupation-specific salary dispensations in education and health.
4.3 Fiscal Sustainability
Sustainability, a core principle of fiscal policy, refers to the ability of government to finance its expenditure over a long period of time (National Treasury, 2009). A key indicator of sustainability is debt-service costs. If such costs are expected to rise as a percentage of GDP over the long term, the position is not sustainable. An unsustainable fiscal position can be financed in the short term through higher borrowing. However, pursuing an unsustainable fiscal stance for too long will result in ever-increasing debt costs and, eventually, a costly adjustment through lower spending on service delivery and/or increases in tax rates. Mr Nhlanhla Nene
 argued that relying heavily on the government to support demand could not be sustained indefinitely and he advised that budget deficit must be curbed. He argued that, while it is appropriate for government to increase deficits during an economic recession, it must present a credible path back to sustainable budget balance in the future.

Over the medium term, the deficit will be reduced in order to prevent the indefinite servicing of huge amounts of public debt at the expense of social and economic priorities. BUSA concurred with government that fiscal discipline is needed in order to ensure that the country has a credible path to return to sustainable budget balance. BUSA pointed out that the expected rising costs of borrowing will be the main culprit for unsustainable levels of debt. Deficit is expected to decrease over the medium term because tax revenue is expected to increase due to economic recovery that is expected from 2010/11 and onwards. BUSA advised government that the timing of the reduction of fiscal stimulus should be carefully planned. All these factors combined are surely going to support fiscal recovery. In addition, economic growth is expected to be partly boosted by low interest rate since the South African Reserve Bank has decided to maintain the repurchase rate at seven (7) per cent during their most recent monetary policy committee (MPC). In other words, well-coordinated fiscal and monetary policies are expected to stimulate economic growth further. 

Table 12 (below) compares revenue as a percentage of GDP to non-interest expenditure as a percentage of GDP over the medium term period.
Table 12: Revenue and Non Interest Expenditure 2006/07 – 2012/13
	Fiscal Year
	2006/07
	2007/08
	2008/09
	2009/10
	2010/11
	2011/12
	2012/13

	As a % of GDP
	Actual
	Estimate
	Forecast

	Revenue
	29.5%
	30.2%
	29.7%
	26.8%
	27.3%
	27.9%
	28.0%

	Non-interest Expenditure
	28.3%
	28.5%
	30.8%
	34.1%
	33.6%
	32.9%
	32.1%

	Sustainability/ Spread
	+1.2%
	+1.7%
	-1.1%
	-7.3%
	-6.2%
	-5.0%
	-4.1%


Table 12 (above) shows that strong growth in non-interest expenditure and decline in budget revenue have resulted in the main balance deficit. As a result of the most recent economic recession, the main budget balance decreased from a surplus of 1.7 per cent of GDP in 2007/08 to an estimated deficit of 7.3 per cent of GDP in 2009/10. But, the good news is that this budget deficit is forecasted to steadily decrease to 4.1 per cent of GDP in the 2012/13. Put differently, the expected stabilisation of growth in non-interest expenditure and rising tax revenue over the medium term will result in a narrowing of the main balance deficit as follows: 7.3, 6.2, 5.0 and 4.1 per cent of GDP in 2009/10, 2010/11, 2011/12 and 2012/13, respectively. In terms of sustainability as defined above, government has the ability to finance its expenditure over a long period of time. This ability has historically promoted a sustainable fiscal position. The implication is that government is stimulating economic activities in a sustainable manner. The magnitude of this success is attributable to prudent management of the fiscus in the past that led to reduction in the deficit, low debt levels and declining debt-service costs. 
5. Key Issues
This section summarises key issues identified from the 2010 National Annual Budget. They are grouped into three categories; namely economic policy, revenue proposals and fiscal framework.
5.1 Economic Policy

The majority of public stakeholders, who commented on the macro-economic policies, commended government for sound macro-economic policies. In addition to that, these public stakeholders urged government to maintain these policies in the future. Furthermore, most stakeholders welcomed the government’s decision on flexible inflation-targeting and stressed that the issue of economic growth and employment should carry the same weight as price stability. It is mentioned that these sound macro-economic policies have made it possible for government to respond to a recent recession induced by global economic crisis. Specifically, government adopted countercyclical monetary and fiscal policies in order to cushion the economy against the worse effects of the 2008-2009 economic recession. Expansionary monetary and fiscal policies have led South Africa to mitigate the negative effects of the economic crisis. However, PBC rejects the policy of inflation targeting because, according to PBC, it leads to high real interest rates and slower economic growth.
Over and above macro-economic policies, most stakeholders recommended that government should focus on micro-economic reform in order to address economic growth, employment, exchange rates, interest rates, inflation rates, competitiveness, and so forth.

5.2 Revenue Proposals

Because the economy has just slightly recovered from the economic crisis, most stakeholders are of the view that the proposed revenue proposals are appropriate. They commended government for not introducing new taxes or increasing current taxes. National Treasury estimates confirm that tax revenue is going to lag economic recovery and that is why the increase in tax revenue from 2009/10 to 2010/11 fiscal years is moderate. Even worse, employment lags economic growth which further delays the collection of tax revenue.
5.3 Fiscal Framework

Most stakeholders welcomed expansionary monetary and fiscal policies in order to boost the economy and mitigate the negative effects of the recent recession. They argued that the increase in the level of debt is expected in order to boost the economy. A budget deficit was expected in order to finance the fiscal stimulus. Most stakeholders are of the view that the fiscal stimulus is appropriate. However, some stakeholders cautioned that the level of total debt is approaching 50 per cent as a percentage of GDP and that this ‘new’ level of GDP should be carefully managed back to sustainable levels. In doing so, it was emphasised that the timing of the reduction in budget deficit should be carefully planned. Stakeholders advised that the withdrawal of fiscal stimulus should not constrain the current weak economic recovery. PBC argued that government should not be thinking of withdrawal of stimulus package because South Africa has not yet reached the level of economic growth that is supporting increased employment.
International literature reviewed suggests that the ‘new’ levels of debt in South Africa are not excessive. The implication is that, if these debt levels are managed well, back to more sustainable levels, there will be no crowding out of social and economic investments in the future.
6. Conclusion and Recommendations

Having considered the 2010 proposed Fiscal Framework and Revenue Proposals, and conducted public hearings; the Standing Committee on Finance and the Select Committee on Finance accept the proposed Fiscal Framework and Revenue Proposals without amendments. The Committees recommend that the National Assembly and National Council of Provinces, where applicable consider the following:
· National Treasury should develop a clear strategy on how they plan to manage the ‘new’ levels of total debt if the economy is recovering as forecasted as well as if the economy is not recovering as forecasted (scenario analysis) without compromising government programmes for job creation; and
· The South African Reserve Bank, in consultation with National Treasury, should develop clear guidelines on how they plan to maintain price stability, taking into account, amongst other variables, interest rates, economic growth, exchange rates, and mainly employment.
11. Oral Submissions

Table 13 (below) contains a list of people who made oral and/or written submissions before the Committees, some in their personal capacity.
Table 13 : List of Verbal Inputs
	Name
	Position
	Organisation

	Mr. Pravin J. Gordhan
	Minister of Finance
	National Treasury

	Mr. Nhlanhla Nene
	Deputy Minister of Finance
	National Treasury

	Mr. Lesetja Kganyago
	Director-General
	National Treasury

	Mr. Kuben Naidoo
	Deputy Director General: Budget Office
	National Treasury

	Mr. Len Verwey
	Budget Manager
	Idasa

	Ms. Gretchen Humphries
	Deputy General Secretary
	FEDUSA

	Prof. Raymond Parsons
	Deputy Chief Executive
	BUSA

	Ms. Simi Siwisa
	Director: Economic Policy
	BUSA

	Mr. Coenraad Bezuidenhout
	Business Parliamentary Officer
	Business Parliamentary Office

	Ms. Prakashnee Govender
	Parliamentary Office Coordinator
	COSATU

	Mr. Woody Aroun
	Parliamentary Officer
	NUMSA

	Mr. Keith Vermeulen
	Director: Parliamentary Office
	SACC

	Mr. Tony Ehrenrich
	Provincial Secretary: WC
	COSATU


The written submissions by some of the above-mentioned organisations/people are available on request from the Committee’s Secretariat.
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