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Foreword

The State of the Nation Address delivered by President Mbeki on 21 May 2004 set out
Government’s policy objectives supported by specific targets in key service delivery areas.
Based on these targets, a comprehensive programme of action was announced.

At the heart of this programme is our commitment to reduce poverty and create jobs.

The President stated: “the core of our response to all these challenges is the struggle
against poverty and underdevelopment, which rests on three pillars. These are:

o FEncouraging the growth and development of the First Economy, increasing its
possibility to create jobs,
o [mplementing our programme to address the challenges of the Second Economy, and

’

e Building a social security net to meet the objective of poverty alleviation.’

Against this clear policy context, underpinned by a strong political mandate, the 2004
Medium Term Budget Policy Statement outlines the economic trends, fiscal parameters,
revenue considerations and spending plans that will inform the Budget to be tabled in
Parliament on 23 February 2005.

The South African economy has recovered strongly this year from the moderate slowdown
experienced in 2003. Reinforcing growth and investment over the period ahead is the
central theme of Chapter 2 of this Statement.

Our fiscal policy stance aims to support growth and broad-based development. A key
feature of the framework for the next three years is the planned expansion of public sector
investment in the physical landscape — contributing both to the built environment that
shapes community livelihoods, and the economic infrastructure that underpins
communication, the movement of goods and the provision of power to industry.

We are able to plan for increased investment spending while also budgeting for a growing
social security net and material improvements in social services, because these are the
fruits of sound public finance management over the past decade.

Tough challenges remain. The present growth in social grants spending needs to
moderate, or we face the risk of eroding our capacity to deliver the schooling and health
care and protection services that are the core responsibilities of government. Further
progress in service delivery depends also on building effective administrative capacity,
particularly in local government. Our programmes may need to adapt to unanticipated
international developments or domestic circumstances.

The Medium Term Budget Policy Statement provides a framework for steadily deepening
and strengthening our capacity to meet these and the many challenges before us.

Trevor A Manuel, MP
Minister of Finance
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