
UNDERSTANDING THE NATIONAL
BUDGET  

What is the national budget and how big is it?

The budget is the government's plan for income and 
costs for the coming year. In 2017, the budget's 
spending are R1566.6 billion and its revenue of 
R1363.6 bn.
The budget represents 33.5% of our GDP. In other 
words if the South African economy was a pie, a third 
of it would be used by the government to deliver 
services.

How is it split nationally, provincially and locally?

National government gets 48% of the pie, provincial 
governments get 43% and local municipalities 9%.

For example, for every R100 of the budget, R48 goes to
national level, R43 to provincial level and R9 to local 
level.  

Normally, municipalities take care of service delivery 
like access to clean water, public transports, electricity 
and community services, as well as build roads.

Provincial government focus on service delivery such 
as education, health, social development, housings, but 
also does planning for agriculture.

The national government has to take care of our 
national army and security (police) but also of our trade
relations and our economic development. It organizes 
tax collection and maintains a functioning 
administration.

Where is the money coming from?

Government income is generated mostly from tax. It
represents 29.5% of GDP.

How is budget pie divided?

Do budget increases mean it is not an austerity
budget?

No, think of inflation (which is the normal increase of 
prices from one year to another). In 2017 it was of 
6.7%, for example a product costing R100 before is 
now at R106.7. Considering inflation matters because if
the budget didn't increase as fast as inflation, in reality  
expenses decreased.   

Look in details at where the money is allocated. If most
of the increases go to pay back debts and interests, then 
some money might be taken away from social and 
public services which makes it an austerity budget.   

How big is our State debt? Is it a problem?

The State debt amounts now to R2530.5 bn. The 
government has also guaranteed loans of R688.8bn to 
public companies and independent power producers.

This is big, we should start to question it! Why? 
Simply, because the government uses R10 out of every 
R100 of the budget for paying interests on loans instead
of service delivery. Another example, three quarters of 
the gap between spending and revenue is due to the 
interest we pay on the debt.

What can be done to avoid paying the interest?

Firstly, audit the debt to see where this debt is from and
differentiate legitimate and illegitimate debt (the one 
used for self-enrichment). Once this is done, we can 
decide to stop paying the interest on the illegitimate 
debt.

Secondly, PIC (Public Investment Corporation) which 
pays pensions to public workers, has accumulated 
enough money to no longer need to receive interests 
from the State. This is a way government can avoid 
paying interest on some of its debt.

Is increasing VAT a good option do decrease the
debt? 

VAT is the value-added tax on consumable goods and 
services. VAT is a flat tax that applies to everyone. It 
doesn't differentiate between high or low income 
earners. This means the share of revenue paid in VAT 
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by the poor is higher than the share of revenue paid in 
VAT by the rich. Increasing VAT will affect the poor the
most.

Where can we collect more revenue ?

A huge gap exists (R50 bn) between the planned and 
the actual tax revenue. SARS needs to get rid of 
corruption and need more resources to build a good tax 
collection system.

South Africa is the most unequal country in the world. 
Still there is no national wealth tax implented in South 
Africa. It can raise a lot of revenue. 

Another option is to freeze the income tax brackets: 
every year, to take into account inflation, the brackets 
are adjusted upward. If we decide to freeze them, the 
tax reduction they provide to the rich will be lower. It 
could bring up to R10 bn a year.

Last, illicit financial flows cripple our economy. In 
2007, it was 20% of our GDP! Stopping these flows, 
and making foreign companies pay their fair share of 
taxes, will help a lot. 

Can there ever be too much tax? 

No, tax pays for service delivery so that people don't 
have to buy it privately. If in South Africa, the 
government uses only R29,5 out of 100 to pay for these
services (that is 29.5%), other rich countries use in 
average 36%, and some go up to 50%. Tax is only too 
much when the quality of service delivery is too low 
compare to the money paying for it.

It's not just about collecting taxes. 

Corruption hinders service devliery and cripples the 
economy. Around 20% of tender money disappears into
backpockets. This means R44 bn disappeared into 
backpockets in 2017 alone! Over 2O years, up to R750 
bn has been lost which is a third of the State debt. 
Government needs to be accountable and fight 
corruption.  

AUSTERITY: Why don't we want it?

We don't want an austerity budget because it will lead
to a cut in social spending. That will weaken the ability
of  the  public  sector  to  deliver  adequate  essential
services  such  as  education,  health  and  social
development. 
An  austerity  budget  also
means  the  government  will
want  more  revenue  to  pay
back its debt. Since it doesn't
want to increase taxes such as
corporate  income  tax  and
property tax, it will choose to
increase  VAT  (Value-added
tax).

In  other  words,  an  austerity
budget is an anti-poor policy
because the government plans not to collect the money
where it  is  available to deliver quality services to all
and to build efficient  public companies,  governments
allows the rich not to contribute fairly to our common
welfare.

Why is the government choosing austerity?

Mainstream economists say it will help to attract 
foreign investors if taxes (like companies' tax and 
personal income tax) are low. But we see already 
everyday how foreign companies are taking our money 
out of the country. This is not the solution we want.

In fact, we believe this policy is mostly a way to justify 
privatization. Since they reduce taxes, then they can 
claim we have too much debt. The next step is to 
privatize state owned enterprises and outsource public 
services to pay back the debt. What it should mention is
that this debt is the result of choices done for the rich.

What would a people's budget look like? 

It  would begin by taxing the wealthy to pay for free
education, an efficient public health system, houses and
better  infrastructure  –  including  socially  owned
renewable energy and public transport, etc.
This budget should also address poverty by increasing
funds for social grants, and reducing VAT on the most
necessary food and health items.

OUR IMMEDIATE DEMANDS

1 – Stop corruption in SARS, so it can combat illicit 
financial flows and tax avoidance

2 – In-sourcing of service delivery to local and 
provincial governments

3 -  Establish a national wealth tax and increase 
Personal Income Tax on higher income earners 

4 – Audit South Africa's debt to stop paying 
illegitimate debts and interests. 
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