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1 INTRODUCTORY COMMENTS ON THE 2013 BUDGET 

 

The delivering of the budget speech on the 27th of February 2013 came as the country 

and the world are subdued in terms of economic outlook. The focus in the budget 

speech was on the implementation of the National Development Plan (NDP) and the 

New Growth Path framework with the key priorities of public policy aiming:  

i. to eliminate poverty and reducing poverty,  

ii. with the focus on lowering the cost of living and doing business,  

iii. increasing exports,  

iv. creating a job creation trajectory  

v. and making economic growth more inclusive. 

 

The growth path with a key focus on infrastructure delivery to sustain economic 

recovery but also to meet the unique challenges of the South African economy. 

 

The 2013 Budget presented by the Minister of Finance, Pravin Gordhan, has to in the 

main be applauded. The spirit of collaboration and innovation to create a capable 

developmental state encapsulated in the budget, extending to all South Africans to play 

a role in macro-economic change, stability and sustainability is positive and heartening. 

The Budget on a whole remained steadfast in addressing the challenges of creating 

jobs, reducing poverty, building infrastructure and expanding the economy.  

 

In October 2012 Government in its MTBPS 2012 set out its expenditure and revenue 

plans for the next three fiscal years. A wide range of factors, ranging from the need to 

re-balance the economy after the deep recession, global developments and the need to 

make some inroads in our mass unemployment and poverty were addressed and also 

other issues such as the urgent need to step up service delivery and to eradicate 

corruption and fraud. FEDUSA welcomes the scrutinizing of 76 business entities with 

contracts worth 8.4 billion rand, which might have infringed procurement rules. It is also 

important that SARS to audit more than 300 businesses who were awarded contracts 

with government worth more than 10 billion rand. The directed NDP infrastructure roll-

out is the main thrust of Budget 2013 and is the most positive policy direction 

undertaken by Government since the downturn in the economy in 2007. Over the next 

three years 827 billion rand will be spent by the fiscus and state-owned companies to 

build infrastructure to improve delivery of and access to basic services, as well as to 
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spur capacity and efficiencies in the economy. Just under 450 billion rand will be spent 

for schools, hospitals, clinics, dams, water, and electricity distribution networks, 

electrification of over a million new homes, sanitation schemes, the building of more 

court rooms and prisons, and improved bus, commuter rail and road links. The building 

of infrastructure is an imperative commitment to implement the National Development 

Plan, enhance capabilities and to promote active citizenry.  

2 ECONOMIC OUTLOOK 

2.1 Global and economic developments 

 

According to the World Economic Outlook (WEO) of 23 January 2013 of the 
International Monetary Fund (IMF), weak global growth is projected to increase during 
2013, as the factors underlying soft global activity are expected to subside. However, 
this upturn is projected to be more gradual than in the October 2012 World Economic 
Outlook (WEO) projections. Policy actions have lowered acute crisis risks in the euro 
area and the United States. But in the euro area, the return to recovery after a 
protracted contraction is delayed. While Japan has slid into recession, stimulus is 
expected to boost growth in the near term. At the same time, policies have supported a 
modest growth pickup in some emerging market economies, although others continue 
to struggle with weak external demand and domestic bottlenecks. If crisis risks do not 
materialize and financial conditions continue to improve, global growth could be 
stronger than projected. However, downside risks remain significant, including 
renewed setbacks in the euro area and risks of excessive near-term fiscal 
consolidation in the United States. Policy action must urgently address these risks. 

 

Economic conditions improved modestly in the third quarter of 2012 (Figure 1), with 
global growth increasing to about 3 percent. The main sources of acceleration were 
emerging market economies, where activity picked up broadly as expected, and the 
United States, where growth surprised on the upside. Financial conditions stabilized. 
Bond spreads in the euro area periphery declined, while prices for many risky assets, 
notably equities, rose globally. Capital flows to emerging markets remained strong. 

 

This year’s budget updates the MTBPS figures according to global and domestic 

economic developments, and takes on a more focused approach on job-creation based 

http://www.imf.org/external/pubs/ft/weo/2012/02/index.htm
http://www.imf.org/external/pubs/ft/weo/2012/02/index.htm
http://www.imf.org/external/pubs/ft/weo/2013/update/01/index.htm#fig1
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on the New Growth Path the President’s State of the Nations address and elements of 

the National Planning Commission incorporated into Government strategy and strategic 

priorities.  

 

In our presentation FEDUSA will comment on the effects of the broader approach to 

solving our serious socio-economic problems, the fiscal framework and specific 

expenditure and tax measures announced in the Budget. 

 

The WEO report is also more pessimistic about global growth in 2013 and has revised 

its estimates of growth down largely because they expect that the euro area economy 

be expected to adjust policy to overcome global challenges. They also expect that 

growth in emerging and developing economies is to slow down even further because of 

the worsening external environment and a weakening of internal demand. 

 

The figure (Table 1) below, taken out of the WEO of January 2013 shows that during 

2013, however, these growth brakes start easing, provided that the planned policy 

reforms to address the crisis continue to be implemented. 
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Table 1: WEO Report (January 2013) 

 

It is therefore understandable that Government forecast that economic growth would 

grow from 2.7% in 2013 to 3.5% in 2014. Thereafter it is expected to increase to 3.8% 

by 2015. There is agreement that a much higher growth rate of 6 per cent or more is 

necessary to bring down our unemployment rate.  It could therefore be expected that 

unemployment would remain high during the next few years, if something drastically is 

not done to bring it down which is what the NDP envisages to do. (See also the 

discussion under the fiscal framework below). 

 

Government forecast that consumer price inflation to remain within the target band. 

Given however the current rise in the international price of oil taken together with the 

proposed increase in our fuel levies, FEDUSA is of the opinion that the inflation rate 

could probably be higher and remain longer outside the inflation target of 3 % - 6%. 

 

Government expects that the current account deficit will average out over next three 

years and can be contributed to the low demand in our exporting countries. 

 

2.2 Economic policy issues 

 

Jobless growth, high unemployment with the resultant unequal income distribution and 
poverty remains South Africa’s most serious socio-economic challenge. Despite 
success with some of the other broad goals of economic policy, such as growth, 
inflation and the balance of payments, the need to make inroads in unemployment and 
poverty has being echoed in all the Budgets of the past few years and in all South 
Africa’s socio-economic strategies, namely the RDP, GEAR and Asgi-SA. 

 
Job creation is the central theme in the New Growth Path (NGP) and also forms a 
central part in the Report of the National Planning Commission. Despite this, 
Government failed to make real inroads in our unemployment problem, although much 
was done in other areas. The question may rightfully be asked why the National 
Development Plan would fare better?  

 
Only time will tell. What is however in favour of the National Development Plan is that 
an expert commission compiled it and drew on extensive research and wide 
consultation with different groups. The National Development Plan realize that it is a 
long-term strategy. The role of government, business and labour is clearly recognized. 
It further provides practical ways to take the Plan forward. 
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FEDUSA applauds government that the Plan is already part of the budget and that 
element of it is included in government’s spending and revenue plans. The minister 
indicated in his speech that departments would from this year align their budgets in line 
with the Pan. Also, that there is a vast potential to increase the alignment between the 
Plan and the budget priorities. 
 
The National Development Plan analysed our socio-economic problems in a more 
systematic and pragmatic way than previous programs. The Commission identifies 
unemployment, income inequality, poor-quality education, poorly located and 
insufficient infrastructure, the resource intensity of exports and skewed spatial patterns 
as the main challenges facing the economy. 
 

FEDUSA notes that in this year’s Budget as in 2012 the proper roles of the social 

partners is acknowledged and quantified. 

 

Over the past decade or so, social services and social grants received high real 

increases relative to productive spending in infrastructure. The number of social grant 

recipients will grow from 16.1 million currently to 17.2 million by 2015/2016. The 

number of people receiving anti-retroviral treatment will grow by 500 000 a year. 

Expenditure will increase by some 2 per cent in real terms for the next three years, but 

infrastructure investment will receive a much larger emphasis as well as creating 

employment opportunities for the discouraged labour as well as youth employment tax 

incentives. FEDUSA fully agrees with this shift in expenditure. International experience 

demonstrates that higher levels of public and private investment in economic and social 

infrastructure promotes more rapid GDP growth, rising employment and per capita 

incomes, and a broadening of economic activity 

 

FEDUSA also noted with satisfaction that consultation on the Budget took place within 

NEDLAC involving all the social partners and taking into consideration key policy 

interventions proposed by the social partners. 

 

2.3 Establishing Budget Office a welcome policy direction 

The long awaited implementation of establishing the long-awaited parliamentary budget 
office, which will provide "independent, objective and professional advice" to the 
institution’s portfolio committees on matters related to the budget and other money bills, 
is most welcome. Provision for the office was made in the Amendment of Money Bills 
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Procedure and Related Matters Act, which was promulgated in 2009 in accordance with 
an injunction in the constitution that Parliament adopts such a law. 

The secondment of a specialist from the Development Bank of Southern Africa to 
design a model for the budget office gives effect to the money bills law  

The phased introduction of the budget office, which would at first consist of 12 people 
whom would initially provide technical and analytical input to the finance and 
appropriation committees  

FEDUSA believes that part of the mandate of the budget office should be to extend 
meaningful consultation with civil society such as NEDLAC, academics, 
nongovernmental organisations and other institutions of civil society.  The proviso will 
ensure effective input from stakeholders which are currently limited to these hearings at 
extremely short notice (within days of the budget being presented). 

FEDUSA can concur that legislatures generally lacked technical, analytical capacity 
and information and this has led to limited legislative oversight and consequently poor 
fiscal outcomes. 

2.4 Fiscal framework in a changing economic environment. 

 
The so-called deep recession that started in the USA is still having a severe affect on 
our economy via developments in the Euro zone, USA and Japan and will probably be 
with us in years to come. The lower economic growth rate and resultant lower tax 
revenue required a different strategy than in the past.  

 
Up to last year government’s strategy was to follow a counter-cyclical fiscal policy, 
namely to maintain the level of spending and let the budget deficit rise. Government 
expected that the economy would start to pick up somewhat this year, so that the deficit 
would start to fall again. This however did not materialize as shown in Table 1 compiled 
from the Budget Review. 
 

   2012 2013 2014 

Real GDP 
growth 

2012 budget 
2013 budget 

 2.7 
2.5 

3.6 
2.7 

4.2 
3.5 

Headline 
Inflation 

2012 budget 
2013 budget 

 6.2 
5.7 

5.3 
5.6 

5.1 
5.5 

Table 1: 
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Government expects that growth will remain low and only start to pick up next year. 
This asked for a new strategy, namely to lower spending to counteract the rise in the 
budget deficit. This would be done by reprioritising the allocations to manly national 
departments and by lowering the contingency fund. Increase in expenditure is projected 
for a 2.3 per cent real increase instead of 2.9 per cent last year. This would offset 
higher budget deficits in coming years.  

 
Fedusa fully agrees with this strategy as it is in line with fiscal best practice. Fedusa 
also welcomes the minister’s assurance that government would adhere to fiscal 
sustainability by changing spending and revenue plans if economic conditions dictate it 
to keep the deficit from increasing. 

 
South Africa’s macro economic goals framework includes a counter-cyclical fiscal and 

monetary stance that supports growth and investment. Stable and low inflation protects 

living standards, particularly of working families and low-income households. Low 

interest rates, regulatory certainty and enabling public sector investments encourage 

the private sector to expand existing businesses and explore undiscovered 

opportunities. In a mixed economy as ours, the attainment of these goals could not be 

left to the market alone and Government has to play a role via its instruments. The bold 

step to roll-out implementation of the NDP is a clear and positive policy directive 

addressing challenges facing South Africa. 

 

Jobless growth, high unemployment especially amongst our youth with the resultant 

unequal income distribution and poverty remains South Africa’s most serious socio-

economic challenge. The need to make inroads in unemployment and poverty has 

being echoed in all the Budgets of the past few years and in all South Africa’s socio-

economic strategies, namely the RDP, GEAR and ASGISA. Job creation is the central 

theme in the New Growth Path (NGP) and also forms a central part in the Report of the 

National Planning Commission. Where the Budget concentrated on job creation in last 

year’s Budget, this year’s Budget takes a broader approach with infrastructure 

development as the core to overcome the challenges. 

 

The National Development Plan analyzed our socio-economic problems in a more 

systematic and pragmatic way than previous monitoring programs. The Commission 

identifies unemployment, income inequality, poor-quality education, poorly located and 

insufficient infrastructure, the resource intensity of exports and skewed spatial patterns 



10 
 

 

as the main challenges facing the economy. Budget 2013 provides the means to 

address the policy challenges in a holistic manner. 

 

In the Development Plan interventions are proposed which aim to expand economic 

opportunity for all through investing in infrastructure, diversifying exports, strengthening 

links to faster-growing economies, enacting reforms to lower the cost of doing business, 

reducing constraints to growth in various sectors, moving to more efficient and climate-

friendly production systems, and encouraging entrepreneurship and innovation. 

According to the Development Plan, improving infrastructure and network services that 

support industries such as mining and agriculture, as well as new, dynamic industries, 

will be the focus of a more labour-absorbing growth path. Budget 2013 sets the scene 

for the regulatory reform, improved competitiveness and an enabling investment climate 

which will boost employment and growth prospects in the long run. 

 

FEDUSA welcome the new reporting format for the consolidated government account 

which will allow for greater comparison with international standards.  

 

The lower growth in turn caused revenue to fall, and with expenditure keeping its level 

resulted in an increase in the budget balance. The negative growth always impact 

poorly on the citizens living in poverty as the effect led to an increase in our public debt 

and debt servicing cost which remains bleak. 

 

FEDUSA applauds the Minister for the efforts made over the medium term to bring the 

deficit back to an acceptable level and that a sustainable fiscal framework, based on 

the principles of counter-cyclicality, debt sustainability, and decent job creation and 

intergenerational equity underpins Government’s growth strategy. The spending cuts of 

R10.4 billion over the term is wise and will assist to stabilize our vulnerable economy. 

 

2.5 Expenditure measures. 

 

The budgeted public sector infrastructure roll-outs of in excess of R827billion over the 

medium term and the NDP implementation with the targeted job-creation strategy are in 

place for increasing employment in the budget’s expenditure framework. FEDUSA 

welcomes further steps to increase jobs in line with the NDP based on feasibility and 

value for money. National government departments are allocated 47.6% of available 

funds, while provincial governments are allocated 43.5%, mainly for education, health, 
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and social welfare. Local governments receive 8.9% for providing basic services to low 

income households. FEDUSA demands that all government departments spent these 

allocations wisely and to ensure that our people receive value for the taxpayers 

contributions. FEDUSA also welcomes the new local government equitable share 

formula that was proposed as it would provide a subsidy for free basic services 

designed to reach about 59% of households. 

 

 In this year’s budget the minister identified high unemployment as the most pressing 

challenge facing South Africa (Budget Review Chapter 2: Economic Outlook, p22.). The 

infrastructure expansion projects announced in the budget will be the main job drivers. 

The R3.2 Billion for rail signaling infrastructure; R2.6billion for regional bulk water 

infrastructure; R1.9billion for the municipal water infrastructure grant; R1.5 billion for De 

Hoop dam; R1.4billion for road maintenance and construction; R1.7billion for science 

and technology projects; R1billon to increase teachers in provinces and R0.8billion for 

Grade R teachers; and the R0.9billion to integrated national electrification programmes. 

 

2.6 Social protection termed as “Social security and the social wage” 

 

The acknowledgement by Government and the alignment with the NDP in recognizing 

that reducing the cost of living is “ essential for broadening economic participation and 

eliminating poverty” (Budget Review 2013. Chapter 6: Social security and the social 

wage. p81) are seen by FEDUSA as the highlight in Budget 2013.  

 

In 2011’s Budget the Minister stressed that the basic reason for the high dependency  

rate is that the poorest of the poor citizens do not belong to a retirement or medical 

scheme. FEDUSA have always believed and function on the premise that the starting 

point to curb poverty is therefore to bring more people to provide for their old age 

retirement in terms of pensions and medical insurances. The 2013 Budget highlight the 

fact that close to 60 percent of Government spending is allocated to the social wage.  

FEDUSA agrees that Decent work is about both earned income and the living 

conditions of working people, as improvements in as well as increased access to 

services such as healthcare, education and housing can increase both productivity and 

employability. However FEDUSA very much agrees with Minister Gordhan in 

acknowledging that “Social spending, however, is not a substitute for job creation”, and 

wishes to emphasise that a growing dependency on the state is not a sustainable long-

term solution to reducing poverty, inequality or unemployment.  
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FEDUSA welcomes the nominal increases in the monthly state old age grant and the 

disability grant providing a safety net for the most vulnerable and contribute to the 

monthly incomes of over 16million people in 2013. FEDUSA is pleased that the tax 

threshold on the amount earned before being required to pay tax has been increased to 

R67 111 per year and for taxpayers between 65 and 75 years, the amount was 

increased R104 611 for those 65 and older, and to R117 000 for those old than 75 

years. These proposals will be relieve for pensioners in an environment of low interest 

rates. While FEDUSA warns against this growing dependency, it simultaneously raises 

concern as the percentage increases in social grant spending. The child support grant 

has risen a mere R10 to R280, a pitiful 3.7 per cent, which is far below inflation, as is 

the increase in the Foster Care Grant which increased by 3.9 per cent to R800 per 

month.  

 
As spending on the social wage accounts for 60% of the overall government spend 
FEDUSA calls on Treasury yet again to investigate measures that will increase the 
return on such social investment. In order to root out fraudulent claims for such grants, 
and ensure that they are spent in a manner that will indeed increase productivity and 
employment, FEDUSA once again suggests that conditionality of grants be explored to 
maximize impact, and eradicate misspent grants. FEDUSA believes that by tying the 
release of childcare or foster care grants to social conditions such as proving 
vaccinations or school attendance for children, or tying unemployment insurance grants 
to conditions such as enrolment in skills development or training initiatives will decrease 
the risk of South Africa becoming a welfare state as opposed to a developmental state. 
Furthermore this will provide incentive for grant recipients to play an essential part in 
improving their own livelihoods with the support of the state.  

 
In this sense a social grant should not function as a “hand out” but rather as a “hand up” 
to assist South Africans to improve and take control of their own livelihoods. 

 
FEDUSA also acknowledges that a large majority of social spending is on providing 
free basic education to the poorest 60 per cent of learners. FEDUSA agrees that this 
large proportion should be spent in such a manner, as educating our youth is key to 
improving future prospects of economic growth and development. However FEDUSA 
remains concerned about the standard of free basic education in this country, and 
demands that efforts be taking to improve the basic infrastructure of such schools, and 
the levels of difficulty associated with the school curriculum.  
The innovative dual-focused additional funding for NGOs for the recruitment of social 
worker graduates is commended by the Federation. FEDUSA believes that this initiative 
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to involve the NGO sector in the process of curbing youth unemployment is a sound 
decision, as it not only provides employment opportunities, but does so while 
simultaneously providing much needed welfare services to South Africans in need. 
FEDUSA suggests that similar initiatives should be identified across the NGO sector. 
As many NGOs are short-staffed or under-resourced, placement of youth in 
employment opportunities within the sector will improve both the implementation of 
further welfare services as well as increase access to employment and much-needed 
skills transfer.  
 

FEDUSA welcomed the measures to streamline the management of the South African 

Social Security Agency and measures to fight fraud and corruption which was eroding 

the social welfare system.  

 

The budget support allocation to the NGO’s as detailed in the Budget Review 2013 (p 

86) and the allocation of funds to recruit social workers are welcomed. The South 

African society needs to be assisted with social assistance but the role of social 

workers and the NGO’s are also to address the social ills within our societies. The 

recent scourge of rape and violence against women and children once again 

highlighted the huge challenge to our societies. 

 

2.7 Health care for all 

Healthcare is an important benefit provided by the state to its citizens and in the budget 

the Minister eluded to the roll-outs aimed at the improvement to the ailing public health 

infrastructure. FEDUSA and our affiliates remain concerned about the apparent lack of 

consultation on the NHI process between the Department of Health and relevant 

stakeholders. The Budget Review 2013 contains new information relating to NHI 

funding and we await the release of the NHI financing document in 2013. FEDUSA 

would again like to highlight as in 2012 that achieving an appropriate balance in the 

funding of national health insurance is necessary to ensure that the tax structure 

remains supportive of economic growth, job creation and savings. The role and 

implications of co-payments or user charges under certain circumstances (for example, 

to limit overuse and risky behaviours) needs to be explored. 

FEDUSA would appeal to Government to bring the process within the ambit of 

NEDLAC where social partners in a joint effort collaborate on matters of socio-
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economic impact. FEDUSA believe that the matter should be subjected to thorough 

discussion at NEDLAC by all relevant stakeholders. The intention from Government’s 

strategic plans are that the proposals will only be published later in the year, but what it 

boils down to is that through some or other mechanism individuals will contribute more 

in total taxes to help fund the NHI system. As an organisation representing workers in 

South Africa we would like to be part of the process of aligning the social Funding 

options for national health insurance. 

 

National Health Insurance is to be phased in over a 14-year period beginning in 

2012/13. The new system will provide equitable health coverage for all South Africans. 

Plans to begin the first phase of national health insurance, and initial funding 

requirements, are discussed with detail in Chapter 6 of the Budget Review. The 

information pertaining to the NHI pilot projects have also not been availed to the public. 

Integration of information would ensure greater participation in a process where the 

country as a whole is planning, evaluating and monitoring government performance. 

 

2.8 Road Accident Fund proposed Benefit Scheme 

 

FEDUSA would like to raise our concern with the approach followed by the Department 

of Transport in dealing with the Road Accident Fund. 

 

The implementation of a no-fault system has a major impact on road users of the 

country. With the current system based on negligent driving of a motor vehicle this 

implies that a claimant has to prove negligence in order to succeed with a claim against 

the RAF. With the new proposed no fault system any person injured in a motor vehicle 

accident would be entitled to lodge a claim irrespective of the negligence aspect. This is 

therefore a system similar to that of the Workman’s Compensation Fund which 

excludes legal representation which leaves claimants vulnerable and it is clearly 

documented that the current WCA system is not efficient and effective. The effect of the 

no-fault system would add a huge constraint on the fiscus as all claimants would now 

be able to claim irrespective. 
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2.9 Retirement savings reform 

 

FEDUAS acknowledging that retirement fund coverage is poor for low-income workers 

and employees in small firms. The reform of the tax treatment of contributions to 

retirement funds is also envisaged from 2014. For the past four years FEDUSA have 

been calling for a discussion document to contextualize further retirement reform to 

encourage voluntary savings. This has now been published with the Budget 2013 and 

FEDUSA is studying the proposals and cannot give detailed comments at this stage. 

FEDUSA engaged with Treasury at NEDLAC on the 1st of March 2013 to discuss the 

proposals in much more detail.  

 

Consideration is being given to the introduction of tax-exempt short and medium-term 

savings products. The proposal introduced in the discussion paper is that individuals 

should be permitted to save up to R30 000 a year, with a lifetime limit of R3500 000, in 

registered savings or investment products that would be free of tax on interest. 

FEDUSA would welcome this opportunity to increase voluntary savings but believe it 

should be subjected to a thorough consultative process within NEDLAC by all social 

partners. 

  

During 2011’s budget speech the Minister already demonstrated the intention to 

simplify the retirement environment. For consumers, it means less hassle to understand 

all the complexities and differences between pension, provident and retirement funds. 

One of these simplification measures with regard to the retirement space is to change 

the workings of the tax system between the different retirement systems. It is expected 

that a discussion document detailing the system would be released further 

supplementing proposals introduced on preservation and harmonization of tax regime. 

FEDUSA welcome the intention to provide proper training to trustees of retirement 

funds through the assistance of the FSB. 

The proposed implementation for such amendments is envisaged to take effect from 1 

March 2014. The indication is that proper consultation needs to take place on various 

principles such as preservation etc. The proposals are welcomed providing for people 

who are closer to retirement and need to contribute more, and who may not have 

contributed enough in their earlier working lives. Many South Africans leave saving for 

retirement too late and this additional amount will assist South Africans to make up the 

shortfall. A major retirement fund issue addressed in the budget speech centres on 
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funds preservation. Minister Gordhan suggests that social partners consider ways to 

limit people’s ability to withdraw money from their retirement savings. The concern, 

essentially, is that people are inclined to withdraw their retirement savings before they 

actually reach retirement, with the result that – when they do reach retirement – they 

don’t have sufficient savings to provide them with an adequate income during their 

retirement years. FEDUSA applauds the Minister for clear direction but would favour to 

achieve a tax-free retirement in future. 

 

Findings in the Sanlam 2011 Benchmark survey showed that 20% of people indicate 

that they withdraw their retirement savings when they leave a job and move to another 

employer. The concern here is that, in this context, 72% of people used their retirement 

savings to settle debt and 29% used it to provide for living expenses. A key policy 

challenge facing SA is the lack of adequate retirement benefits for all due to the fact 

that there is allowance to cash in employer retirement savings when changing jobs and 

on divorce. Most heartening from the Budget, the IRF states, is the vision and 

measures put in place to encourage domestic savings, with proposals for certain tax-

free savings and investment plans. The expansive and ongoing problem of low savings 

levels amongst all South Africans is not a new phenomenon, says IRF, and 

government’s envisaged plan to make certain savings and investment plans tax free go 

a long to provide alternatives to the current tax free income groups. FEDUSA would see 

the move to restrict lump sum withdrawals of accumulated savings as a step in the right 

direction to ensure savings for retirements. Different views are however amongst 

various affiliates in specific sectors and thorough consultation is still needed on the 

discussion document tabled on the 27th of February 2013. 

Retirement reform will affect not only how we all save for retirement, but also the 

income we will receive during retirement. Partnership was once again a strong theme of 

the 2013 budget and the Minister made the point repeatedly that, in order for South 

Africa to effectively address inequality and poverty, a partnership between government 

and the private sector was critical. None as important as within the Retirement reform 

process. FEDUSA concur with the view of the IRF that this will encourage a new 

generation of savings products. This will encourage employees and the society in 

general, to save for their retirement and will in a long run, elevate poverty. 
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Whilst there were no concrete solutions to enhancing and monitoring governance of 

pension funds, in light of a series of fraud and corruption cases last year alone, the 

Minister did allude to the reforming of the retirement industry discussion papers that will 

be released this year to address good governance as a fundamental to pension 

provisioning. Trustee Education and communication within the pension sector will 

undergo intensive training and we welcome this procedural management strategy which 

we have been calling for since 2007. FEDUSA in November 2011 at our National 

Congress identified one of the most critical issues needing to be addressed the need 

for tight governance and proper accountability. 

To encourage South Africans to save for retirement, contributions by employees and 

employers to pension, provident and retirement annuity funds are tax deductible. The 

annual cap of R350 000 to be applied seems realistic at this stage but might still be too 

low considering lifetime savings of the worker lies within pension funds. 

Lump sum commutations upon retirement from pension and retirement annuity funds 

are restricted to a maximum of one-third of accumulated savings. Consultations will be 

held with interested parties on a uniform approach to retirement fund commutations, 

taking into account vested rights and appropriate transitional arrangements. 

FEDUSA welcome the intention to harmonise the tax treatment of pension, retirement 

annuity and provident funds and relieving some of the complexities of the systems. 

(Budget Review 2013, Chapter 4: Revenue Trends and Tax Proposals, p51-52). Proper 

consultation on the details with the social partners should be a pre-requisite for the 

process to take effect.  

3 TAX PROPOSALS AS CONTAINED IN THE 2012 BUDGET 

 

The Minister announced various tax amendments and proposed amendments, which 

will benefit some taxpayers while others, would pay more. According to the Budget 

Review chapter 1, there will be a net 7 billion tax relief to tax payers. 

 

The personal tax relief is R7 billion, and the tax relief for small business the job creation 

drivers in the private sector is welcomed. The changes to the different tax components 

will affect workers contributing to taxes differently as it depends on how much you 
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receive of your salary every month (income tax and deductions), how much you pay for 

certain things (VAT and sin taxes), and how much you need to pay when you sell 

certain assets (Capital Gains Tax). FEDUSA welcomes the personal income tax relief 

of R7 billion some R2.5 billion less than in 2012 which will bring some relief to 

individuals. 

 

FEDUSA welcome the fact that the bulk of this benefit will go to lower income earners.  

The primary rebate for people over the ages of 65 and 75 has also increased, which 

means that these tax payers will have a little extra money in their pockets. FEDUSA 

also welcome the stronger correlation here with the thrust in the budget to create a 

savings culture to prevent the major dependency on old age pensions. 

3.1 Tax incentives to encourage hiring of young workers  

This youth tax incentive is welcomed together with the Special economic zones tax 

incentives focussing mainly on job creation and social impact businesses. . FEDUSA 

want to caution government to design the tax incentive scheme for special economic 

zones with great care in order to avoid unintended consequences like was the case 

with Atlantis and Butterworth. 

3.2 Bio-diversity tax and Carbon tax 

In the light of the challenges on our environment and future generation the proposal to 

modify the rules of the allowable deductions for setting aside private land as a protected 

area is welcomed by FEDUSA and is in line with ILO proposals on sustainability. The 

introduction of a Carbon tax over a phased period of time is also welcomed as a 

measure to ensure mitigate the impact of climate change. In a region where food 

security and environmental challenges are a reality more needs to be done to conserve 

for future generations 

3.3 Protecting the tax base measures 

FEDUSA is overall in agreement with the proposals to ensure the current tax base is 

broadened and protected as proposed in Chapter 4 of the Budget Review 2013. 
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3.4 Creating a savings culture as tax incentive welcomed 

 

The tax relief afforded to the lower end of the tax-payers, no doubt provides an 

opportunity to save. 

 

FEDUSA have been calling for years for household savings to be increased. The 

discussion document published will provide more details on creating a savings culture. 

South Africans are not good at saving. We consume all our money and do not save 

enough for tomorrow. Not only do we need South Africans to save more to provide for 

their own future and their families, but the economy also needs us to save. With the 

high debt levels and the low savings levels we, as a nation, are consuming today what 

we have not yet earned tomorrow. 

To encourage greater savings among South Africans, tax-preferred savings and 

investment accounts are proposed as alternatives to the current tax-free interest-

income caps. This will encourage a new generation of savings products. Returns 

generated within these savings and investment vehicles (including interest, capital 

gains and dividends) and withdrawals, will be tax exempt. The introduction of the 

aggregate annual contributions limited to R30 000 per year per taxpayer, with a lifetime 

limit of R500 000, to ensure that high net-worth individuals do not benefit 

disproportionately is welcomed by FEDUSA. The design and costs (banking and other 

fees) of these savings and investment vehicles may be regulated to help lower-income 

earners to participate. 

The mechanism which enables you to save up to R30 000 per year up to a cumulative 

lifetime limit of R500 000, without paying tax on the returns you earn, will surely enable 

many South Africans to make their savings work harder. 

3.5 Relief for small businesses 

In our previous comments (2004-2012) on the Budget FEDUSA has recommended that 

there should be more favorable tax treatment for small and micro businesses. We are 

therefore pleased with the different steps announced in this year’s Budget thereby 

reducing the red tape of doing business for the engines of job creation. 
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3.6 The general fuel levy on petrol and diesel  

 

An aspect of the budget 2013 which is a concern to FEDUSA is the situation with the 

fuel levy. The increase by 22.5c/l with effect from 3 April 2013, and the Road Accident 

Fund by 8c to 96c/l will have serious consequences for the ordinary citizen. It comes at 

time where inflation is starting to rise and will without doubt affect it negatively. The 

increase in the petrol price will be felt in all spheres of the economy and have a direct 

impact on all South Africans. 

 

Regarding tax amendments there are therefore some good and some bad news. The 

good news will probably be overshadowed by announcement of the increase in the fuel 

levy. The reforms of the “no fault system of the Road Accident Funds is also not seen a 

positive for road-users. 

3.7 Sin taxes 

This is probably the most talked about item every year in the budget speech – probably 

because it is one of the most visible areas of our everyday lives. As has been the 

pattern over the last number of years, this year once again sees an increase in most of 

the sin taxes. FEDUSA would like to raise our concern with the agricultural sector and 

specifically wine industry to prevent our products from becoming too expensive for the 

international market when South Africa is competing with major global players in this 

regard. 

 3.8 Overall tax measures of administration 

FEDUSA welcome the proposals to ensure the effective and efficient administration of 

the tax system. The research on tax policy is also areas where our membership would 

have a huge interest and we look forward to the research being commissioned. 

FEDUSA would also like to see research on the impact of the multi term wage 

agreement on the public sector wage bill to be investigated. 
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4 2013 GOVERNMENT PRIORITIES AND BUDGET VOTES 

 

4.1 The Budget and Gender Equality.  
 
Following the national outrage and debate around the high number of incidents of 
violence against woman, many arguments criticizing the very structure of our 
patriarchal society have been raised. Considering that South Africa is a signatory to 
international human rights conventions such as the Convention on the Elimination of 
Discrimination Against Women (CEDAW) it would be expected that such outrage and 
international attention would re-energize the state’s commitment to the pursuit of 
gender equality, and a safer society in which women can work and live. Also, 
understanding the meaning of gender mainstreaming, which is to assess the 
implications of each policy, action and programme on both men and women, and that 
the task of enforcing gender mainstreaming across the executive and legislative arms 
of the South African government is the responsibility of the Ministry for Women, 
Children and People with Disabilities, FEDUSA must question the gender lens, or 
absence thereof in the Budget 2013 delivered by the National Treasury.  
 
Firstly, as the National Development Plan attempts to do, each Vote of the budget 
should outline a gendered budget that at the very least outlines and reserves a portion 
of the expenditure for interventions and strategies aimed at improving access and the 
livelihoods of women and girls. This appears to be absent throughout the Votes, 
regardless of Minister Gordhan’s statement that “the 2013 Budget takes the National 
Development Plan as its point of departure”.  

 
Furthermore, again in reference to the recent outrage expressed by not only the 
general public, but by the President himself and a number of political leaders in South 
Africa, the lack of commitment to addressing gender based violence recognizable 
throughout the Budget, and especially in Vote 8: Women, Children and People with 
Disabilities is deplorable. FEDUSA wishes to categorically state its disappointment with 
the National Budget to produce tangible and actionable budgets for addressing the 
gender inequality inherent in our patriarchal society, which is no doubt the primary 
contributor to the unacceptable rates of rape and sexual violence in this country, and 
urge all Ministries, especially Health, Women, Children and People with Disabilities, 
Labour and Social Development to restructure their programmes and budgets to 
include urgent efforts in this regard, and the financing thereof.  
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4.2 Vote 8 & Vote 24 : Gender based violence 

 

4.2.1 Gender Based Violence 
 
FEDUSA does however welcome the reference in the Justice and Constitutional 
Development Vote (Vote 24) to the reprioritization of funds towards the Thuthuzela 
Care Centres. However FEDUSA believes further details are required regarding the 
exact model through which this extra funding will be disbursed. Will this funding provide 
additional income for the centres, on top of existing donations and grants, so as to 
extend the services in such a way as to have a greater impact on reducing trauma for 
rape victims, and increase the rate and speed of convictions?  
 
FEDUSA recognizes that while the Thuthuzela centres provide an essential service in 
the anti-rape efforts of the country, there are a number of civil society organisations that 
do similar work of great impact that complement or increase the availability of such 
services for South African victims of rape. Many of these NGOs have received no or 
significantly less state funds over the last 6 months after a cut in spending.  FEDUSA 
urges the Ministry of Justice and Constitutional Development to consider increasing 
financial and capacity support to such organisations, as without their services, the 
responsibility on the state and the Thuthuzela Care Centres would be significantly 
greater.  
 
Although Vote 24 speaks directly to efforts in the national anti-rape campaign, FEDUSA 
is somewhat disappointed with the silence of the Department of Women, Children and 
People with Disabilities in Vote 8 on this issue. As rape is the one of the most traumatic 
and extreme manifestations of gender based violence, it is concerning that this issue is 
not directly dealt with within the Vote of the Department directly mandated to deal with 
such manifestations. Considering the recent outrage in South Africa regarding the ever 
increasing levels of violent sexual assault of women, the South African public was 
hoping that specific references to expenditure for efforts to combat the “scourge” of 
violence against women would be detailed in the budget. Vote 8 highlights the strategic 
goal to “coordinate and facilitate the process of establishing the National Council 
Against Gender Based Violence (GBV)”, but fails to elsewhere in the budgets or 
expenditure trends detail activities aimed towards achieving this goal. Programme 2, 
which deals with Women, Empowerment and Gender Equality, would be the obvious 
programmatic area under which to deal with GBV, however no reference to GBV or 
interventions tasked with reducing or preventing GBV are detailed in the Programmes 
objectives.  
 
This is of great concern to FEDUSA. A Department which is responsible for a  
restructuring government departments, policy developments and society as a whole, 
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has completely disregarded its responsibility towards improving the livelihoods of 
women, their equal access to opportunities, and their safety in a society which proves 
more and more so its inability to treat women as equal citizens with equal and 
inalienable human rights.  
 
It is necessary here to also point out that in response the brutal Bredasdorp rape and 
murder and the overwhelming statistics of rape in this country, the National Council for 
Gender Based Violence was singled out by President Zuma in his State of the Nation 
Address as the mechanism to be used to lead the fight against Gender Based Violence. 
It must therefore be stated that although the Council was launched in August 2012, 
FEDUSA as one of the three trade federations representing Organised Labour has not 
been invited to participate either in the establishment of the Council, the determining of 
the mandate or mechanisms of the Council, nor been invited to be a participant in the 
Council. For this Council to effectively carry out the lead in the fight against GBV, then 
not only does it need to be given a specific budget within the Vote, but it should also be 
a Council made up of social partners, to enable it to effectively deal with all spheres in 
which violence against women is being perpetuated.  
 
FEDUSA therefore calls on Treasury to urgently reassess the budgeting provisions 
made in Vote 8 if the President and his government are serious about eradicating rape 
and GBV, and prioritizing the inclusion of women as equal citizens in our democracy.   

 
4.2.2 Vote 24: Justice And Constitutional Development 
 
FEDUSA welcomes the focus that Vote 24 has given to the anti-rape campaign and 
efforts to improve the provision of services for victims of rape and sexual assault, 
especially in comparison to the remainder of the Votes. As mentioned above, the 
budgetary commitments to the Thuthuzela Care Centres is commended. Furthermore 
FEDUSA wishes to commend the Department’s response to the recommendation of the 
planning commission to increase access to legal representation for the poor. Therefore 
the increase of Legal AID practitioners from 1939 to 2010 by 2015/16 is welcomed. It is 
important to note here however that a number of NGO’s operate within the realm of 
legal aid, especially with regards to ensuring women receive adequate and equal 
access to legal aid, such as Women’s Legal Centre and Tshwaranang Legal Advocacy 
Centre. FEDUSA urges the Department to consider working alongside these 
departments to strengthen their collective impact in providing legal representation to the 
poor, and in particular to strengthen Legal AID’s provision of services to women. 
 
FEDUSA is also pleased to note the increase in transfers to the South African Human 
Rights Commission from R101 million in 2012/13 to R116 million in 2013/14. However 
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FEDUSA would appreciate greater detail on the expenditure trends for the activities of 
the Commission so as to better understand and comment. 
 

FEDUSA also believes in the power of social dialogue to reach productive resolutions 

on matters that affect the national workforce.  

 

4.3. Vote 19: Children’s Rights And Responsibilities 

 

FEDUSA is pleased to see that the department plans to lead consultations with various 

departments with regards to training officials on mainstreaming children’s 

considerations. More need to be done and FEDUSA believe various social partners 

should join forces in this regard to deal with violence against children. 

 

While FEDUSA has warned against the growing dependency of citizens claiming social 
grants, it does commend the efforts to finalize the development of a policy to address 
income support for orphaned children who are cared for by relatives by 2013/14. With 
the AIDS epidemic claiming the lives of many adults, leaving many young children 
orphaned and therefore in the care of other relatives, this is a necessary intervention to 
ensure our young orphaned children are not excluded from the social grants system.  

 
FEDUSA also commends the initiatives outlined by Vote 19: Social Development to 
improve the lives of our young children, such as improving access to early childhood 
development centres and the provision of nutrition programmes. However FEDUSA 
notes that a sector wide audit was undertaken by the Department last year to the value 
of R24 million, and would be interested to see the results of this audit, and the action 
plan resulting from such an audit.  FEDUSA appreciates the efforts of the department to 
develop a policy framework for ECD centres, but reminds the department that this is of 
an urgent nature, and while time is taken to develop such a programme, those children 
currently in the ECD age group will be left behind without adequate ECD provision.  

 
Lastly FEDUSA appreciates the commitment in the expenditure detailed in this vote 
committed to improving protection services for children. The increasing of screening of 
people working with children, as well as the development of guidelines and 
implementation plans for drop in centres as well as child and youth care centre s will 
hopefully positively benefit the sector currently providing protection to orphans and 
vulnerable children.  
 
 
 



25 
 

 

4.4   Public Service and Administration: Vote 12 

 

FEDUSA would like to raise our concern that the State as employer abuses the Budget 

speech to commence with collective bargaining. The fact that a percentage has been 

laid down as an absolute figure almost obviates the need for collective bargaining. The 

matter was raised with the Minister of the DPSA during bilaterals at the end of 2011 and 

2012, and an undertaking to address the issue was given. It is our contention that it 

does not auger well for collective bargaining if the first salvos are in the public domain, 

and we trust that collective bargaining will not fall into the pattern of communicating 

through the media. 

  
Treasury is also acutely aware that in terms of PSCBC Collective Agreement 1 of 2011, 
there are numerous uncompleted processes that also require funding to be finalized. 
The most notable is housing benefits. FEDUSA believe that housing benefits have 
remained unresolved for a number of years, and will remain so. 

  
Mention was also made of the NHI that will be implemented. A quality service 
orientated public health system is supported by all, but the perception is that the right of 
employees with regard to an employer subsidy (2 thirds to a max rand amount) may be 
sacrificed. This matter is extremely sensitive and need to be finalized as soon as 
possible and further clarity is required from Treasury in the discussion documents to be 
released in 2013. 

  
In light of the above, FEDUSA expect a tempestuous period of collective bargaining 
based on the fact that the process commences with a perception among organized 
labour that the employer is not prepared to enter into a good faith collective bargaining. 
 
4.5 Health: Vote 16 
 

FEDUSA welcomes the greater focus placed within the Health Vote on Tuberculosis as 
a disease that forms a co-epidemic with HIV. TB and HIV both provide risks to those 
living with the other, and therefore integrated and separate programmes are necessary 
to ensure strategic and effective efforts are made to reduce the burden of both diseases 
significantly.  
 
FEDUSA commends the Minister for earmarking R800 million of the provincial transfer 
grants for comprehensive interventions for HIV and AIDS including the distribution of 
condoms and anti-retroviral drugs. While this is a worthwhile allocation of Vote 16’s 
budget, FEDUSA would appreciate greater clarity on what portion of the budget is 
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dedicated to behavior change communication and interventions which will not only 
encourage preventative behaviors regarding HIV, but also reduce stigma around the 
disease and encourage behaviors related to seeking healthcare and commitments to 
taking the drugs regularly. It is noted that R15 million, is earmarked for the South 
African National AIDS Council’s HIC and AIDS programmes. Perhaps it is through this 
mechanism, and the interventions proposed by social partners in the National Strategic 
Plan on HIV, STIs and TB 2012-2016 which will fill the gap in terms of reducing stigma 
and promoting wellness and responsible behavior. If so, it would be questionable as to 
whether R15 million is adequate for such programmes. 
 
It is also necessary to recognize the new conditional health grant, the National Health 
Grant which will provide for greater intervention by the National Department in 
Provincial Programmes and facilities. This hopefully will be critical in ensuring the under 
spending or misspending of provincial budgets be monitored and eradicated. With a 
desperate need for better healthcare facilities in South Africa it is despicable that 
budgets are not being adequately utilized, or utilized at all.  
The sub-programme on Women’s Maternal and Reproductive Health is not only 
essential to the achievement of gender equality in South Africa, but also supports the 
county’s commitment to the Millenium Development Goals. Ensuring women are 
educated about sexual and reproductive health is critical to empowering them to make 
responsible decisions around mother to child transmission, family planning, and the 
health of their infants. Focusing on empowering women here would be a strategic 
intervention impacting on the reduction of infant mortality as well as maternal mortality. 
The measures being taken to reduce such instances of mortality, including visits to 
schools by health teams, maintaining national immunization coverage, and 
strengthening the training of nurses, doctors and midwives is critical.  
 
Furthermore, considering that the most regular form of TB is perfectly curable, it is 
commended that there is a commitment in the budget for the cure rate of 73% be raised 
to 85% by 2015/16., and more importantly, considering the nature of the co-epidemic it 
is highly commended the intention to increase the percentage of TB patients tested for 
HIV from 82.9 % to 94 % in 2013/14.  
 
South Africa has been commended last World AIDS Day for their achievements in 
dramatically reducing mother to child transmission of HIV. This deserves 
congratulations, and FEDUSA applauds the efforts to reduce this further from 3.5% to 
2& in 2013/14. 
 
Lastly FEDUSA is extremely pleased to see the establishment of a new subprogramme 
within Programme 5: Hospital, Tertiary Health Services and Human Resources 
Development.  The new programme for Nursing Services is critical and well-received, 
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as this is seen by FEDUSA as a strategic step to not only providing better health care in 
the country but also creating more jobs in a labour market rife with unemployment. 
FEDUSA will closely monitor this subprogramme, as should it be developed and 
executed effectively the commitment to ensuring nurses are appropriately skilled will 
not only improve health services available to more South Africans, but it will also 
improve the connotations related to the occupation and hopefully see an increase in 
enrolment of young people wishing to commit their working lives to caring for our sick 
and injured.  
 

5  ANNEXURE A: REPORT OF THE MINISTER OF FINANCE TO 

PARLIAMENT 

 

5.1 Recommendations of the Select Committee on the Proposed Fiscal 

Framework for 2013 

 

5.1.1 Managing the wage bill 

 

It is unfortunate that it is only the Public Servants that are focused on when it comes to 

state saving on the wage bill, especially our members who are between salary levels 1-

12. 

 

Labour in the PSCBC, is aware and sensitive to the needs of the Country, thus in our 

wage demands, we look at issues like 1) Socio-Economic Context of the Country which 

is characterized by poverty, job losses, unemployment, and inequality;2) Inflation 

Forecast; 3) CPI etc. 

 

The employer in the Public Service has continuously failed to improve the working 

conditions of by employees by failing to adhere to time lines to deal with substantive 

issues as per the different resolutions signed in the PSCBC, example PSCBC Res. 2 of 

2011 that deals with among others; 

1. Medical assistance; 2.Home ownership; 3.Minimum service agreement; 4.All 

outstanding matters. 

 

These outstanding matters are the ones that could be used to mitigate against a higher 

wage percentage increase. Without this FEDUSA do not see how Government will 

succeed in convincing employees to buy into their vision. 
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6 CONCLUSION 

 

As in the past, the yearly Budget contains a lot of information and it is only possible to 

comment on a few aspects. The time scheduled for the public hearings are as always 

problematic and does not allow for intensive and objective comments. FEDUSA hope 

that the establishment of the Budget Office will be able to bring change to the budgetary 

process.  

 

According to FEDUSA the most important aspect is probably the implementation of the 

National iPlanning Commission strategies and the reprioritizing of expenditure towards 

infrastructure to steer the economy on a growth and employment creation path. 

FEDUSA also feel more comfortable with the direction that the Minister wants to steer 

public finance towards a more sustainable basis. 

 

We would like to thank the joint committee for the opportunity to present our initial 

comments on the Budget 2013. 
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