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Foreword
All budgets are about balance – weighing the needs of the present and the future, assessing
competing priorities for national development and, of course, managing revenue and expenditure.
This year we face an exceptionally difficult balancing act. On one side is a raging pandemic that has
led to the most severe global economic contraction in nearly a century. At the time of writing,
COVID‐19 has claimed the lives of 2.5 million people, including about 50 000 South Africans. On
the other side is a weak economy, with massive unemployment, that is burdened by ailing state‐
owned companies, the highest budget deficit in our history and rapidly growing public debt.
On this razor’s edge, the 2021 Budget Review looks straight ahead. The 2020 Medium Term
Budget Policy Statement set a course for economic recovery and fiscal consolidation. The
2021 Budget shows some progress: we are doing what we set out to do.
The budget funds a massive and free COVID‐19 vaccination campaign. It adds R11 billion to the
spending framework in 2021/22 for the public employment initiative. It exercises continued
restraint in spending growth while ensuring that over the medium term nearly R3 trillion, or
56.6 per cent of public money, is allocated to learning and culture, health, and social
development. It improves the composition of spending by shifting expenditure growth to
investment rather than consumption. Finally, it avoids increasing the tax burden by withdrawing
R40 billion in previously announced tax increases.
Government’s fiscal strategy puts South Africa on course to achieve a sufficiently large primary
surplus to stabilise debt. The consolidated budget deficit is projected at 14 per cent of GDP in
2020/21, narrowing to 6.3 per cent of GDP by 2023/24. Debt is now expected to stabilise at
88.9 per cent of GDP in 2025/26. Over time, debt stabilisation will reduce borrowing costs and the
cost of capital, attracting investment that can support the economy. Government’s chosen fiscal
path is not easy, but it will support higher levels of economic growth and enable the country to
avoid a debilitating debt spiral.
Apart from the immediate health benefits for millions of South Africans, a successful vaccination
programme will allow the economy to fully reopen. Yet a faster recovery, characterised by
growing investment and job creation, requires broader structural change. Government’s economic
reforms will remove barriers to growth, lower the cost of doing business, and bolster confidence
and investment. A key reform is to restructure the electricity sector and ensure sufficient supply.
The National Treasury and the Presidency, through Operation Vulindlela, are working to ensure
the rapid rollout of these reforms, including speeding up the release of digital spectrum,
expanding the electronic visa system and waivers to support tourism, improving the efficiency and
competitiveness of South Africa’s ports, and strengthening the monitoring of water quality.
I would like to thank Cabinet, the Minister and Deputy Minister of Finance, Parliament’s Portfolio
Committee on Finance, the Standing Committee on Appropriations, the Budget Council and my
government counterparts for their contributions to this budget. And I express my special
appreciation to the National Treasury team. We have lost several colleagues and many family
members to COVID‐19 over the past year. Their loss is irreplaceable. But the National Treasury has
not faltered, and has fulfilled its constitutional mandate, producing this 2021 Budget under
extremely challenging conditions.

Dondo Mogajane
Director‐General: National Treasury
vii

viii

Contents
Chapter 1

Renewing the economy and restoring the public finances..………………………………………………….
Overview………………………………………………………………………………………………………………………………….
Promoting economic recovery: COVID‐19 and beyond.……………………………………………………………
Returning the public finances to sustainability….……………………………………………………………….…….
Budget reforms for greater efficiency…………………..….………………………………………………………………
Summary of the 2021 Budget…….…………………………………………………………………………………………….
Budget documentation…………………………………………………………………………………………………………….

1
1
3
4
6
7
10

Chapter 2

Economic outlook………………………………………………………………………………………………………………..
Overview…..…………………………………………………………………………………………………………………………….
Structural reforms to promote economic recovery.…….…………………………………………………………..
Global outlook…..…………………………………………………………………………………………………………………….
Domestic outlook…………………………………………………………………………………………………………………….
Sector performance and outlook….……………………………………………………………………………………….…
Conclusion……………………………………………………………………………………………………………………………….

11
11
13
14
16
23
25

Chapter 3

Fiscal policy…………………………………………………………………………………………………………………………
Overview………………………………………………………………………………………………………………………….……..
Fiscal outlook…………………………………………………...……………………………………….……….………………..…
Changes in tax revenue and expenditure…………………………………………………………………………………
Fiscal framework……………………………..………………………………………………………………………………………
Elements of the consolidated budget………………………………………………………………………………………
Public‐sector borrowing requirement……………………………………………………………………………………..
Risks to the fiscal framework…………………………………………………………………………………………………..
Conclusion……………………………………………………………………………………………………………………………….

27
27
28
32
34
35
37
38
38

Chapter 4

Revenue trends and tax proposals….……………………………………………………………………………………
Overview…………………………………………………………………………………………………………………………………
Revenue collection and outlook…………..………………………………………………………………………………….
Tax policy………………………………..……….……………………………………………………………………………………..
Tax proposals……………………………………………….………………………………………………………………………….
Tax research and reviews………………………………………………………………………………………………………..
Conclusion…………………………………………….…………………..…………………………………………………………….

39
39
40
44
46
52
52

Chapter 5

Consolidated spending plans……………………………………………………………………………………………….
Overview………………………………………………………………………………………………………………………………….
Revisions to main budget spending plans…………………………………………………………………………………
Provisional allocations………………………..……………………………………………………………………………………
Consolidated government expenditure………………………………………………………………………………......
Spending priorities by function………………………………………………………………………………………………..
Conclusion……………………………………………………………………………………………………………………………….

53
53
54
56
56
57
68

Chapter 6

Division of revenue and spending by provinces and municipalities………………………………………
Overview…………………………………………………………………………………………………………………………………
Division of revenue………………………………………………………………………………………………………………….
Provincial revenue and spending…………………………………………………………………………………………….
Municipal revenue and spending…………………………………………………………………………………………….
Conclusion……………………………………………………………………………………………………………………………….

69
69
70
73
76
78

Chapter 7

Government debt and contingent liabilities…………………………………………………………………………
Overview…………………………………………………………………………………………………………………………………
Financing strategy……………………………………………………………………………………………………………………
Borrowing performance and projections…….……………………………………………………………………………
Government debt and debt‐service costs…….………………………………………………………………………….
Contingent liabilities……………………………..…….…………………………………………………………………………..
Conclusion……………………………………………………………………………………………………………………………….

79
79
80
81
86
88
90

ix

Chapter 8

Financial position of public‐sector institutions……………………………………………………………………..
Overview………………………………………………………………………………………………………………………………….
State‐owned companies ………………..………………………………………………………………………….…………….
Development finance institutions………………………….…………………………………………………..……………
Social security funds…………………………………………………..……………………………………………………………
Government Employees Pension Fund…………………………………………………………………………………….

91
91
92
96
99
100

Annexure A

Report of the Minister of Finance to Parliament…………………………………………………………………..

105

Annexure B

Tax expenditure statement…………….……………………………………………………………………………………

129

Annexure C

Additional tax policy and administrative adjustments………………………………………………………….

135

Annexure D

Public‐sector infrastructure update…..…………………………………………………………………………………

155

Annexure E

Public‐private partnerships …………………………………………………………………………………………………

167

Annexure F

Financial sector update…....…………………………………………………………………………………………………

173

Annexure G

Summary of the budget …………………………………………………………..…….…………………………………..

177

Glossary…………………………………………………………………………………………………………………………………………………………

181

Statistical annexure……………………………………………………………………………………………………………………………………….

197

Two annexures are available on the National Treasury website (www.treasury.gov.za):
W1

Explanatory memorandum to the division of revenue

W2

Structure of the government accounts

x

Tables
1.1
1.2
1.3
1.4
1.5
1.6
1.7

Macroeconomic outlook – summary ............................ 7
Consolidated government fiscal framework ................. 8
Impact of tax proposals on 2021/22 revenue ............... 8
Consolidated government expenditure by function…… 9
Division of revenue ....................................................... 9
Projected state debt and debt‐service costs ................. 10
Combined financial position of public institutions ……… 10

2.1
2.2
2.3

Economic growth in selected countries ........................ 16
Macroeconomic performance and projections ............. 17
Assumptions informing the economic forecast ............. 18

3.1
3.2
3.3
3.4

28
30
32

Macroeconomic performance and projections .............
Real consolidated non‐interest expenditure .................
Revised gross tax revenue projections .........................
Adjustments to main budget non‐interest expenditure
since 2020 budget.........................................................
3.5 Consolidated fiscal framework ......................................
3.6 Consolidated operating and capital accounts ...............
3.7 Main budget framework ...............................................
3.8 Revisions to main budget revenue and expenditure
estimates ……………………………………… .............................
3.9 Consolidated budget balances ......................................
3.10 Public‐sector borrowing requirement ...........................

37
37
38

4.1
4.2
4.3
4.4
4.5
4.6
4.7

Budget estimates and revenue outcomes .....................
Budget revenue.............................................................
Impact of tax proposals on 2021/22 revenue ...............
Personal income tax rates and bracket adjustments ....
Estimates of individuals and taxable income ................
Total combined fuel taxes on petrol and diesel ............
Changes in specific excise duties ...................................

41
43
47
48
48
49
51

5.1

5.6
5.7
5.8
5.9
5.10
5.11
5.12
5.13
5.14

Adjustments to main budget non‐interest expenditure
since 2020 Budget .......................................................
2021 Budget additions ..................................................
Baseline reductions by economic classification
over the MTEF period ...................................................
Provisional allocations not assigned to votes ................
Consolidated government expenditure by economic
classification..................................................................
Consolidated government expenditure by function .....
Learning and culture expenditure .................................
Social protection expenditure .......................................
Average monthly social grant values.............................
Health expenditure .......................................................
Community development expenditure .........................
Economic development expenditure ............................
Peace and security expenditure ....................................
General public services expenditure .............................

6.1
6.2
6.3
6.4

Division of nationally raised revenue………………….………. 71
Provincial equitable share………………………………………….. 73
Conditional grants to provinces .................................... 76
Transfers to local government ...................................... 78

7.1

Performance against strategic portfolio risk
benchmarks ................................................................... 81
Financing of national government gross borrowing
requirement................................................................... 82
Domestic short‐term borrowing .................................... 82
Borrowing from international finance institutions ........ 85
Foreign‐currency commitments and financing .............. 85
Change in cash balances ................................................ 86
Total national government debt .................................... 87
Analysis of annual increase in gross loan debt............... 87
National government debt‐service costs........................ 88
Government guarantee exposure ................................... 89
Provision for multilateral institutions and other
contingent liabilities…………………………………………………….. 90

5.2
5.3
5.4
5.5

7.2
7.3
7.4
7.5
7.6
7.7
7.8
7.9
7.10
7.11

33
34
34
36

54
55
55
56
57
58
60
61
62
63
64
66
67
68

8.1
8.2
8.3
8.4
8.5
8.6
8.7

Combined balance sheets of state‐owned companies…… 92
Borrowing requirement of selected state‐owned
companies………………………………………………….. ................... 94
Financial position of selected development finance
institutions ....................................................................... 97
Borrowing requirement for development finance
institutions…………………………………………………… ................. 98
Financial position of social security funds ........................ 99
Selected income and expenditure of GEPF ....................... 100
Breakdown of assets under management by PIC ............. 101

Figures
1.1
1.2
1.3

Real GDP growth and projections ..................................... 2
Main budget revenue and expenditure ............................ 2
Capital investment as a share of GDP ............................... 4

2.1
2.2
2.3
2.4
2.5
2.6
2.7
2.8
2.9
2.10
2.11

Electricity availability factor and electricity sent out……….12
Global real GDP growth .................................................... 15
Emerging market currencies against the US dollar ........... 16
Protracted recovery in GDP .............................................. 17
South African gross value added ...................................... 18
Deviation from the baseline GDP forecast........................ 19
South African labour market dynamics ............................ 20
Investment by entity ........................................................ 21
Global commodity prices .................................................. 22
Bank holdings of government debt .................................. 23
Debt as a share of banking assets..................................... 23

3.1
3.2
3.3
3.4
3.5

Gross debt‐to‐GDP outlook .............................................. 29
Average debt‐service costs as a share of revenue ............ 29
Average budget deficit ..................................................... 29
Main budget revenue and expenditure ............................ 29
General government compensation of employees as
a share of GDP……………………………………………………………….. 31

4.1
4.2
4.3

Forecast tax revenue collections ...................................... 40
Tax‐to‐GDP ratio after a crisis ........................................... 42
Personal income tax as a share of GDP and top rates …… 46

5.1
5.2

Percentage of total MTEF allocation by function ………….. 59
Consolidated government expenditure by function ......... 59

6.1

COVID‐19 impact on municipal operating revenue……….. 79

7.1
7.2
7.3

Interest rates on domestic government bonds ................ 83
Ownership of domestic bonds .......................................... 84
Domestic bonds held by foreign investors........................ 84

8.1
8.2

Negative cash flows at state‐owned companies ............... 93
Debt maturity profile of major state‐owned
companies ........................................................................ 93

xi

xii

