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The South African 
Budget Process 
The Government’s Money is the People’s Money 

The Budget is always a POLITICAL EXERCISE 
that starts with political choices about priorities 
and ends with POLITICAL CHOICES about 
which programs and projects get funded. 

That’s Why We Are Here – Monitoring The 
Government’s Actions –Commenting On Its 
Policies & Plans And Challenging Them To Be 
Rights-Based, Equitable, Sustainable and Just



Why should we focus on 
Economic Policy? 



The Starting Point is Always Policy and Planning 



What the new Medium-Term Development Plan Says 



Sectoral impact 
assessments Formulate policy; 

Strategic planning

Costing programmes;
Cost benefit analysis;

Cost effectiveness

Resource 
allocation and 

budgeting

Structures and institutions 
for implementation 

(including financial flows)Service delivery
(implementation)

Monitoring & evaluation: 
programme impact 

assessments &  financial 
audits

Data used to revise 
programme and 

to budget for future

Where do budgets fit into policy-making & service delivery?

Demographic and 
prevalence data
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PURPOSE OF THE 
BUDGET



A quick look at key legislation 



Aggregate demand
Short to medium-term 
expenditure multiplier

Productivity and 
capacity

Longer-term, potential output

Economic growth and government’s budget

Economic 
growth

• Productivity and capital accumulation
• Income = Output (GDP)
• GDP per capita 

Rising
national income

• Employment: Salaries and wages
• Business profits
• Spending on consumption

Taxes

• Personal income tax (PIT)
• Corporate income tax (CIT)
• Value-added tax (VAT)

Allocation of 
spending

• Function
• Economic use
• Inter-governmental

Impact of govt 
spending

Revenue

Expenditure

Borrowing

Capital Markets
(Private savings)

Budget policy goals
1. Distribution
2. Stabilisation
3. Effective allocation
4. Sustainability

Government 
budget
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The Fiscal Framework Defined
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.
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Money Bills Amendment Procedure 
and Related Matters Act
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There are some fundamentals to 
Remember about Public Finance

1. Budgets are Rigid - Consider what makes 
budgets rigid:
- Compensation of employees 
- Contracts
- Pensions and Social security payments
- Debt repayments 

These factors limit the amount of money that 
can be shifted in a single financial year.
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2. Budgets have winners and losers 
…

• All budgets are based on balances and 
political trade-offs or “What I get is what 
you don’t get”.

• Where should one look for this money? 
What trade-offs would need to be made 
to resolve your problem?

• What are the political costs that would 
result from the change in the budget 
that you want?



Fiscal Consolidation aka Austerity 

 Fiscal consolidation, adjustment or constriction measures 
(more commonly referred to as austerity measures) 

 Defined as legal or policy changes which aim to lower public 
expenditure and tame growing sovereign debt burdens (oecd, 
2011)

 Nature and mix of fiscal consolidation policies vary from one 
country to another 

 4 Most common fiscal consolidation measures are 

 1. public expenditure cuts (South Africa’s main path)

 2. regressive tax changes (one could argue increase in 
VAT & decrease in CIT)

 3. labour market reforms

 4. pension reforms 

 NB- not all fiscal constrictions are inherently harmful – e.g. 
cutting truly wasteful public spending can provide much 
needed revenue for social services.



Key Problem of 
Austerity
LIMITED ROLE FOR THE  GOVERNMENT
Policies of the state prioritize the wealthy and 
big corporations ( protect private property) 

Privatisation of public goods – making people 
pay for essential services such as healthcare, 
education, water, public transport

Unable or unwilling to adequately address 
systemic crises such as climate change, 
economic instability etc. 



What research tells us…
• Every year, the budget gives concrete numerical form to policy goals. 

It shows citizens the choices government is making about 
investments and the provision of services. It enables government 
departments to plan not use these resources effectively. (Sachs et al, 
2023)

• These spending choices, and how they are financed have direct 
consequences for the welfare of citizens and the distribution of 
income. (Sachs et al, 2023) – Policy Priorities in Health for example.

• Austerity’s social and economic effects intersect with deepening 
political inequalities (CESR,2018)

• Austerity induces severe economic costs through lowering GDP, 
employment, private investment, and wages. Austerity-driven 
recessions amplify the political costs of economic downturns 
considerably by increasing distrust in the political environment 
(Gabriel et al, 2023) 

• Research conducted in 25 European countries covering the period 
1919 to 2008 show a clear link between the magnitude of 
expenditure cutbacks and increases in social unrest (Gabriel et al 
2023). 

• Implementation of austerity in Greece, cases of HIV infection leapt by 
52% when the government cut its budget for needle-exchange 
programmes. (IEJ,2018)

• Even the IMF found that found that programmes implementing fiscal 
consolidation did so in ways that disproportionately burden people on 
low incomes. 



Critical Issues in Relation to Budget 2025



I don’t have to tell you - the picture we’re focused On 





The DEVIL is always in the Detail – MTEF Guidelines 





Policy baseline: a declining size of the state amid rising uncertainty



Austerity mission accomplished?

 Government has reduced real spending per 
capita over the last five years

- Since the COVID pandemic, core spending 
has fallen by R2,325 per South Africa from  
R30,440 (in 2019) to  R28,116 (in 2023).

 This has been the largest expenditure reduction 
in South Africa’s democratic history. 

- The last period of austerity associated with 
GEAR led to a 6.3% reduction in real per 
capita expenditure

- The post-COVID austerity has already seen 
a reduction of 7.6%. 

 The budget envisages a continuation of austerity, 
aiming to reduce expenditures per person a 
further 3.5%, or nearly R1000 per South African
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Real core spending per capita



Salary bill contained

 Compensation spending has fallen in real terms 
for the last four years.

 Underfunding of the wage bill is locked into 
future budgets. 

 If wage bill growth aligns with CPI from 2024 on, 
headcounts will need to fall, permanently 
reducing the number of government employees

 We estimate the wage bill pressure in 2023 and 
2024 to be between R10-15 billion or 20-30 
thousand employees

 Salary bill trends are varied:

- A substantial additional allocation was 
made to police

- Continued pressures on health and 
education, particularly in 2024
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Real growth of salary bill

Source: PEP calculations, using National Treasury Budget Review, Table 5: consolidated 
national, provincial and social security funds (compensation of employees spending 
deflated with CPI
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Less and Less in the budget for capital 



John Maynard Keynes: the boom, not the slump, is the right time for austerity.
 Research by Ozlem Onaran and Cem Oyvat, both economists 

at the University of Greenwich, shows that investment in 
care, green economies and public infrastructure is expected 
to have a strong positive effect on GDP and employment in 
both emerging and high-income economies.

 Just 1% of yearly investment (as a ratio of GDP) in the care 
economy for five years is estimated to increase GDP by 6.9% 
and total employment by 8.8% over a five-year period.

 Education, health, social development and childcare are at 
the core of the care economy. 

 A green economy includes renewable energy, energy 
efficiency and public transport. Public infrastructure refers to 
gross fixed capital formation: investments in long-term assets 
like hospitals, clinics, roads and equipment that will help 
improve services.

 Investing in care, the green economy and infrastructure 
would be mostly self-financing because it could generate 
revenues.

https://payg.rocketseed.net/servlet/link/23976/188472/27553529/795979
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