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Foreword

The 2026 Budget marks an important milestone in meeting National Treasury’s fiscal policy objectives for South
Africa. In line with the expectation that government debt as a percentage of GDP would stabilise in 2025/26 and
decrease over the medium term, debt-service costs are also expected to decrease over the period ahead,
ensuring the protection of expenditure on public services and priority programmes.

This budget also marks a strengthened focus on the quality of expenditure across government programmes. A
review of the budget process in 2024 resulted in Cabinet approving the budget guidelines and timelines, a
reorganisation of the budget structures and a strengthening of baseline analysis to identify spending areas that
are inefficient, ineffective and low priority for rationalisation and scaling down. To this end, R12 billion over the
MTEF period was identified in the first round of National Treasury’s targeted and responsible savings initiative.
These funds will be reprioritised towards priority spending areas that include building capacity in the
Department of Defence, the Office of the Chief Justice, Statistics South Africa, the Border Management Authority
and the Public Service Commission.

Consolidated government expenditure is expected to increase at an average annual rate of 3.9 per cent, from
R2.58 trillion in 2025/26 to R2.89 trillion in 2028/29. The budget remains highly distributive, with an estimated
60 per cent of main budget expenditure allocated to the social wage. Although compensation of employees
accounts for the largest share of expenditure by economic classification over the medium term, payments for
capital assets is the fastest growing expenditure line item. This reflects government’s continued effort to change
the composition of expenditure and implement the fourth pillar of the economic strategy to scale up
infrastructure investment.

In line with inflation expectations, budget estimates in 2026/27 and 2027/28 have been rebased, resulting in a
reduction in allocations of R19.4 billion from the 2025 Budget. However, the 2026 Budget maintains the real
value of departmental budgets and spending on compensation of employees is consistent with the current wage
agreement.

The measures outlined in the 2026 Budget reinforce government’s commitment over the medium term to
restoring fiscal stability, improving the quality of public spending and sustaining investment in priority services
and infrastructure.

The budgets presented in this publication are the result of extensive bilateral and function group engagements
with national departments. There were also wide-ranging intergovernmental consultations on budgets at the
provincial and local levels on issues of concurrent functions and the coordination of service delivery. Cabinet
considered and ultimately approved the budgetary proposals emanating from these consultations.

| would like to extend special thanks to all contributors and government colleagues who helped to make this
publication possible, particularly the advice of my colleagues in the technical committee on the budget, the
support of the Minister and Deputy Ministers of Finance, and the excellent efforts of the National Treasury team.

Dr Duncan Pieterse
Director-General: National Treasury
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