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Foreword

South Africa’s economy has demonstrated resilience in the face of strong global headwinds. Our range
of economic policies — from the New Growth Path to the Industrial Policy Action Plan — has positioned
us to accelerate investment and employment in a framework of inclusive growth.

Recent events, however, have put all emerging markets under pressure. A global slowdown rooted in
the advanced economies of Europe and North America has pulled down economic growth in South
Africa and other developing economies, including Brazil, China and India.

At home, a combination of structural constraints in the economy, specific challenges related to the
mining sector and the Marikana tragedy has led to lower economic growth prospects for 2012.

As South Africans, we have a history of working together to resolve problems. Today we are making a
commitment to reposition the economy and society. Earlier this month the President took the bold step
of calling a summit of government, labour and business to find a way forward in the interests of all
South Africans. In summary, participants agreed on a programme of action to:

. Ignite growth and job creation.

. Invest in improving potential GDP growth, while taking necessary measures to promote
inclusivity.

. Narrow inequality, especially between poor and upper-income groups.

. Implement our economic and social policies more effectively.

. Fix our education system, which is the ultimate guarantor of a better future for our children.

. Enhance the labour relations system based on lessons from the recent past.

. Help small and medium-sized businesses to grow, employ and export.

. Increase exports to narrow current account imbalances.

. Radically improve the living conditions of poor communities.

These matters will receive the attention of government over the three years covered by this Medium
Term Budget Policy Statement.

The fiscal framework proposed in this document reflects the constraints within which government is
operating. These constraints make it imperative that we do things differently. To continue serving our
people, government departments will need to live within our means. Spending needs to become more
efficient and achieve value for money. Wastage of taxpayers’ money must come to an end. Corruption
in procurement will be identified and dealt with in the strongest possible manner.

Working together, we can achieve these goals and more, and walk the path to national prosperity.

Pravin J Gordhan
Minister of Finance

il



Contents

Chapter 1

Chapter 2

Chapter 3

Chapter 4

Annexure A

Glossary

v

Levers of development: opportunities and challenges .........cccccoceecerriccceennnns 1
T 10T [0 T i o SRR 1
Overview of the 2012 policy statement ..., 4
L070] T 11T o USSP 8
ECONOMIC OULIOOK ... e e 9
INtrOdUCTION ... 9
The global @CONOMY ......cooiiiii e 10
Domestic economic trends and OULIOOK .............euuvuiiiiiiiiiiii s 12
A path to higher growth ..........ooooiiii e 19
L070) o3 013 o] o RSP 20
Fiscal policy and trends ...........cccccmiiiiiincccsmecrrnrs s sssese e ss s smses e e e e s s e 21
Securing South Africa’s fiscal footing.........cooviiiiiiiii 21
Fiscal poliCy ODJECHVES........c.uuiiiiiiiee e 24
Fiscal frameWorkK ... ..o 28
1070 T 11 T o S SSRRRRR 32
Medium-term expenditure framework and division of revenue ..................... 33
[ a] (e Te [¥ oz i o] o ERUURO O PPRPPPPPPP 33
2011/12 outcomes and 2012/13 mid-year estimates..........cccoecceveeiiiienececiieeene, 34
Division of revenue, 2013/14 — 2015/16 .......eeeiiiiieiee e 36
Medium-term expenditure framework ............ccoveeeiee i 42
L070] o3 013 o] o R PTRR 48
2011/12 outcome and half-year spending estimates for 2012/13................... 49
.............................................................................................................................. 53



Tables

1.1 Macroeconomic projections, 2011 — 2015 ... 5
1.2 Consolidated government fiscal framework, 2011/12 — 2015/16.........cccceeevcveeeennnnen. 6
1.3 Division of revenue, 2012/13 — 2015/16 .......vviiiiiiieee et 7
1.4 Consolidated government expenditure, 2012/13 — 2015/16 .......ccccveeivcieeeeicireeeee, 7
2.1 Annual percentage change in GDP and consumer price inflation, selected

regions/countries, 2012 — 2014 ... 10
2.2 Macroeconomic performance and projections, 2009 — 2015..........cccoocieiiiieee e, 13
23 Macroeconomic projections, 2011/12 — 2015/16 ......cccuveveiiiiiie e 13
24 Contribution to gross domestic expenditure growth, 2008 — 2012 ............ccceeeenee. 14
2.5 Performance of exports by destination, 2000 — 2012 .........cccoii i 16
2.6 Balance of payments, 2007 — 2012 ... 17
3.1 Main budget non-interest expenditure plans, 2010/11 = 2015/16 .......cccceeevcveveeennnee. 25
3.2 Consolidated fiscal framework, 2010/11 —2015/16 .......oouuueiiiiiieeeeee e 28
3.3 Total tax and budget revenue, 2011/12 —2013/14 ....ooooeeiiiieeee e 29
3.4 Total national government debt, 2009/10 — 2015/16 ........ccccvviviieeeee e, 30
3.5 Main budget net borrowing requirement and financing, 2011/12 — 2015/16 ............. 30
4.1 National and provincial expenditure: 2011/12 outcomes and 2012/13 mid-year

ESHIMALES ... e e e e e e reaaaeeaaans 35
4.2 Main budget framework, 2009/10 — 2015/16 .......ooeiiiiiiiieee e 37
4.3 Division of revenue, 2012/13 — 2015/16 .....ccoe oot 38
4.4 Consolidated government expenditure, 2011/12 —2015/16 ........oooiiiiiieieeeeieee 41
4.5 Social grants beneficiary projections, 2012/13 —2015/16 ........ccccooveeiiieeeeiciee e 42
4.6 Performance indicators, education and related function..............cccccoiiciie e, 43
Figures
21 Manufacturing performance by subsector, 2007-2012 ..........cccooiiiiiiiiiee e 14
2.2 Public- and private-sector contributions to GDP growth, 2004 - 2012....................... 15
3.1 Fiscal performance and projeCtions ...........ooo i 22
3.2 Stock of government debt, 2005/06 — 2016/17 .......coeeeireeeeeiiie e 25
3.3 Forward estimates compared with budget outcomes, 2009/10 — 2012/13................. 31
4.1 Households with access to water and sanitation ...............cccccciiii e, 44
4.2 Expanded public works programme: non-financial performance and targets,

2008/09 — 2013/T4 ..ot e e e e e e abre e e e araeeaean 45
4.3 Electricity backlogs by ProVINCE ........uvviiiiiiiiicceeeeee e 46



vi




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


