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NUMSA SUBMISSION ON THE 2013 BUDGET TO THE JOINT MEETING OF THE STANDING COMMITTEE ON FINANCE AND SELECT COMMITTEE ON FINANCE 

Introduction

The National Union of Metalworkers of South Africa (Numsa) welcomes the opportunity to engage with government on the announcements made by Minister Pravin Gordhan on the 27th February regarding the 2013 budget. 

We note the difficult and uncertain economic environment that the country currently faces and consequently recognise the difficult task confronted by the Minister of Finance to carry out government’s five priorities as restated in the 2013 State of the Nation Address.

The National Development Plan (NDP)
The NDP is utilised as a point of departure for the budget. Considering the severity of the country’s socio-economic challenges, as NUMSA we are extremely disappointed that the failed GEAR and neo-liberal macroeconomic policies are once again being hailed, under the facade of the National Development Plan (NDP), as the perfect vehicle for addressing the country’s challenges. The adoption of the NDP as the bedrock of the country’s growth trajectory means that our macroeconomic policy framework will continue to place financial capital at the centre of policy and will continue to fail to support job creation and broad-based industrialisation. 

Fiscal and Monetary Policy

The 2013 budget outlined a decrease in public spending; compared with the October 2012 Medium Term Budget Policy Statement. Government’s core spending plans are reduced by R10.4 billion over the next three years. Considering the immense financial challenges that most South Africans are confronting we find it mindboggling that National Treasury can announce a spending cut. As NUMSA we believe that increased public spending is necessary to sustain the adequate provision of basic services in the areas of education, housing and public transport.

Furthermore, although the budget deficit is estimated to be 5.2% in 2012/2013, it is projected to decline to 3.1% in the medium term. Such a decrease in the budget deficit is too deep and too fast given the country’s huge developmental needs which are yet to be met.

Tax Policy Review

We are pleased with the announcement that a review of the tax policy framework will be undertaken in the coming year in order to ensure that our tax policy framework better supports the objectives of inclusive growth, employment, development and fiscal sustainability. As NUMSA, we have, for several years called for a tax policy review which would not only expand the number of zero VAT rated goods, but would also target wealthy, high income earners by placing a tax on luxury goods in order to ensure a more redistributive tax system. 

Additionally we have called for the introduction of a financial transaction tax to limit short-term capital outflows in order to ensure exchange rate stability so as to prevent further de-industrialisation and job losses in the South African economy.

Furthermore we welcome government’s plans to root-out tax avoidance by multinational companies.

Infrastructure Programme

We welcome the announcement that further funds amounting to R827 billion have been earmarked for the infrastructure programme over the next three years. We are however perplexed by the manner in which government had managed the infrastructure programme. The fact that Transnet continues to award significant tenders to international companies, specifically from China undermines the local procurement accord signed by social partners, government included, in order to ensure the growth of the local industry and the creation of decent employment. It is unacceptable that our tax money is in effect being used to export jobs that the country is in desperate need of. Therefore it is imperative that any further infrastructure allocations must adhere to local content requirements.

Corruption

We welcome government’s intention to intensify steps to combat corruption. We are pleased that progress has been made in the establishment of the Chief Procurement Office and that a name will soon be announced for the role of the Chief Procurement Officer.  
Parliamentary Budget Office

We are also pleased about the establishment of the Parliamentary Budgetary Office which will assist Parliament in ensuring that fiscal policy is aligned to government’s five priorities of education, health, rural development and agrarian reform, taking forward the fight against crime and creating decent work.

Renewable Energy

Whilst NUMSA welcomes the increased funding for the Green Fund we want to reiterate that government must ensure that its renewable energy programme benefits the working class and the poor, which has previously not been the case. For example, in the Solar Water Heaters (SWH) project municipalities dished out contracts to companies that rely on imported rather than locally produced units and components. This kind of conduct flies in the face of commitments given by several government departments to roll out 1 million SWH by 2014, consolidate our local SWH industry and create decent work opportunities in the emerging renewable energy sector.
Youth Employment Incentive

We are stunned by government’s attempt to reinstate the youth wage subsidy under the guise of a youth employment incentive. This is unacceptable. We remain opposed to a youth wage subsidy or any other iteration of a youth wage subsidy. 

As NUMSA we continue to hold the view that a youth wage subsidy or youth employment incentive will be used by ruthless employers to keep an army of young workers permanently employed on a part-time basis and on measly wages, and replace secure and better paying full time jobs currently held by older workers. This will reverse the gains made since 1994 to ensure decent work for all South Africans.
Social Assistance

We note that the old age and disability grant will increase by R60, the foster care grant by R30 and the child support grant by R10. On average social assistance will increase by 4%. This figure is far below the inflation threshold and the estimated 2013 inflation rate of 5.6%. It is therefore inconceivable that such meagre allocations for social assistance have been made. Such meagre increases are outrageous. The increases in social assistance must at least match the inflation rate in order to ensure that the poorest of the poor are not plunged into deeper poverty.
National Health Insurance (NHI)

There has been little progress on the National Health Insurance initiative. No new allocations from the fiscus have been made and no model has been identified for the funding of NHI. The slow progress of the NHI and the absence of a coherent health policy framework is problematic especially considering the enormity of our health care challenges. We therefore believe that we must fast track the countrywide implementation of the NHI.

Wasteful expenditure on consultants
The Minister has glaringly omitted to comment on the Auditor General of South Africa (AGSA) report on the indiscriminate use of consultants by both national and provincial government departments totaling some R102bn over the previous financial years (2008-9; 2009-10 and 2010-11). Given the tight financial situation the country finds itself in, the Minister should have proposed concrete steps on how to curb this sustained looting of state resources.

Land Reform and Agrarian Reform

Although the State of the Nation Address discussed land reform and agrarian reform, no allocation has been made in the budget. 2013 marks the centenary of the 1913 Land Act, and given the dismal failure of government to successfully redistribute land ownership according to its own targets, we would like to express our disappointment that this important matter does not occupy a place of prominence in the budget speech.
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