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Foreword  

The 2016 Budget has been prepared in a very tough economic environment. The global outlook for 

economic growth is subdued, weighed down by a prolonged slump in commodity prices and slower 

growth in China. There is a pronounced slowdown in developing countries, with some in deep recession. 

South Africa’s low savings rate makes the country vulnerable to external shocks, as do domestic 

structural weaknesses.  

Domestic growth forecasts over the medium term – government’s three-year budgeting window – have 

been revised down. A tax revenue shortfall of R4 billion is expected for 2015/16 compared with the 

most recent forecast in October 2015. In an environment of rising inflation, higher debt and debt-service 

costs, and increasing public-sector wages, slow revenue growth threatens to widen the budget deficit, 

diminishing government’s capacity to meet the targets of the National Development Plan.  

Government is under no illusions about the challenges we face. There is no easy road ahead. 

Accordingly, the 2016 Budget sets out a more rapid fiscal consolidation to return the public finances to a 

sustainable path. At the same time, we are supporting the structural reforms and economic 

transformation needed to achieve and sustain far higher levels of growth in the economy.  

Our country’s strengths will stand us in good stead over the next several years. South Africa has deep 

and liquid capital markets. Macroeconomic policy is prudent and transparent. The institutional 

environment established under the Constitution – from the courts to the Auditor General – ensures that 

both public and private institutions are subject to scrutiny and accountability. Our proximity to growing 

African markets continues to provide opportunities to expand investment and exports.   

The Budget proposes to add R48 billion to tax revenue by providing limited relief for fiscal drag and 

increasing the fuel levy, excise taxes and the effective capital gains tax rate, as well as additional 

revenue measures to be outlined in future budgets. The expenditure ceiling has been reduced by 

R25 billion over the medium term by targeting compensation budgets of national and provincial 

government. To respond to new spending needs in higher education, drought relief and its multilateral 

development commitments, government has reprioritised R31.8 billion. Spending on core social and 

economic programmes has been protected, and measures to improve spending efficiency instituted. 

These proposals will close the budget deficit more rapidly than announced in the 2015 Medium Term 

Budget Policy Statement, stabilising debt at 46.2 per cent of GDP in 2017/18. Government is committed 

to meeting these targets and will take additional steps to do so as required.  

Crucially, government recognises that it cannot address South Africa’s economic and development 

challenges alone. Over the period ahead, we intend to markedly increase active collaboration with 

business, labour and civil society to bolster the resilience of the economy. Government will partner with 

the private sector to co-invest in infrastructure and skills development. Investments in additional power-

generating capacity and independent power producers will increase electricity supply and improve 

reliability. Over the next three years, public-sector infrastructure investment will total R865.4 billion.  

I would like to thank Cabinet, Parliament’s finance portfolio committee, the Ministers’ Committee on 

the Budget and former Minister of Finance Nene for their leadership. I am also grateful to Minister 

Gordhan – whose return to the finance portfolio gave the country a welcome shot in the arm – and to 

Deputy Minister Jonas. I extend thanks to my colleagues throughout government for their diligence, 

thoughtfulness and collaboration in tackling tough issues in a challenging budgeting environment. 

Finally, I acknowledge my hard-working colleagues in the National Treasury, who remain steadfast in 

their commitment to the constitutional obligations of this department.  

 

Lungisa Fuzile 

Director-General: National Treasury 
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