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Dear Members of the Standing Finance Committee, Select Finance Committees, and Committee 

Secretaries 

 

The Institute for Economic Justice (IEJ) wishes to make a written submission on the Budget Review and 

the Medium Term Expenditure Framework (MTEF) tabled by the Minister of Finance on the 23rd of 

February 2022.  

 

We wish to thank the Committee for the opportunity to make our written submission.  

 

  



 
Background  

 

The Institute for Economic Justice expresses its disappointment in the policy direction laid out by Finance 

Minister Enoch Godongwana in his budget speech on the 23rd of February. The Minister has decided to 

continue on an unsustainable path of ‘fiscal consolidation’, using austerity measures rather than pro-

growth macroeconomics, which comes at the expense of the immediate wellbeing of people in South 

Africa. This is despite the fact that the government has more revenue to work with than predicted, driven 

by greater demand for commodities.  

Dear Committee members,  the IEJ believes that the revenue windfall should have been used to alleviate 

our crisis of poverty and exclusion, and to restore people’s confidence in government. We believe that a 

human-centered approach to the budget needs to be adopted with the key priority being to improve 

people’s livelihoods.  

It is important that budget policy acknowledges the fundamental interdependence of job creation and 

retention, grants, and public services. We believe that the current policy direction pits these important 

provisions off against each other, falsely presenting them as a trade-off.  

The policy direction taken by the government reneges on its obligation to ensure that people live a 

dignified life, with access to income support.  

The Fiscal Framework: Debt stabilisation at the expense of public services 

● The Government had set its sights on achieving a budget surplus by 2024/25. Now, the forecast 

date has been brought forward a year to 2023/4. There can be no rationale for such speed 

towards this target when it comes at the expense of protecting and assisting people who are 

vulnerable or investing in the economy and public services.  

● To achieve its goal of fiscal consolidation, Treasury is throttling spending and choking public 

services at the worst possible time. Despite the increase in the population and inflation of 4.8%, 

overall non-interest expenditure (spending by government excluding debt service costs) remains 

stagnant at 0% annually over the medium-term (2022/23 -2024/25). 

● The government needs to reflect on the impact of austerity and strategy to reduce deficits on 

people. The IEJ supports the Budget Justice Coalition’s call that the government must conduct 

Human Rights Impact Assessments (HRIA) of fiscal policy and of individual budget decisions where 

human rights are impacted.  

Health  

● The extent of cuts in health care is shocking, coming as it does in the wake of a pandemic, and the 

huge stress on our public health services, and health care workers. Real consolidated healthcare 

expenditure declines by R12.6 billion between 2021/22 and 2024/25 or -4.3% over the medium 

term, and when increases in healthcare users are factored in, declines reach a projected -5.8% by 

2024/25.  

Education 



 
● Between 2021/22 and 2024/25 in real terms, basic education decreases by 2.5% over the medium 

term and clearly doesn’t even account for an increase in learners.  

The impact of cuts to public services  

● Spending cuts to public services will disproportionately affect women and children in poor 

communities, and we believe that these cuts should be reversed.  

● This budget essentially increases gender inequality and unemployment for the most vulnerable, 

particularly Black women—already one of the most underemployed population groups. Cuts to 

public services, including social grants, will increase unpaid care work (as women are forced to 

pick up the government’s slack) and will erect even higher barriers to womens’ labour-market 

participation.  

● Our education system is struggling to get back on its feet following the chaos of the pandemic, 

and funding cuts can only further disadvantage learners from rural and township schools.  

Grants 

● We welcome the extension of the Social Relief of Distress Grant (SRD) for another year at a cost 

of R44 billion but emphasise that it remains far below the Food Poverty Line of R624 and has not 

increased in line with inflation. It is also worrying that it has not been inserted into the MTEF.  

● Despite a revenue windfall of R181 billion the SRD remains capped at the woefully inadequate 

R350 per month, and at the current number of beneficiaries (10.5 million). This means those 

eligible people who have already been arbitrarily excluded from the grant due, inter alia, to faulty 

systems and databases, as well as those who might still require support in the next 12 months will 

have no hope of assistance from their government.  

● While the government claims that the commodities revenue windfall is temporary, some 

commentators have argued that it will be sustained over the medium term, inter alia because of 

structural changes in the global economy, following supply-side disruptions, and deep 

transformations being driven by the green transition. 

● It is worrying that despite commitments to engage further with stakeholders on the Universal 

Basic Income Guarantee (UBIG), a UBIG is not mentioned in this budget. The President announced 

that there will be a technical process to explore options for the introduction of minimum income 

support, in the State of the Nation Address. It is very important that experts and civil society are 

included in this process. The IEJ is concerned that critical decisions on social protection policy will 

continue to be made, or at least significantly constrained, by Treasury, rather than those who 

have a mandate and expertise in this area.  

● For instance, we see in the Budget Review a caution that any consideration of a grant similar to 

the SRD will have to come from spending cuts and tax increases, be limited to a narrowly targeted 

pool of beneficiaries, and be attached to job-seeking (or ‘labour market activation’). Research and 

experience have shown that targeting basic income support will result in those that need the grant 

the most being excluded due to systemic issues. It is also not clear what form of targeting will be 

used, given the administrative capabilities or lack thereof of SASSA.  

● The IEJ proposes that progressive taxation be considered to fund the UBIG 

https://www.miningweekly.com/article/plan-for-decades-of-high-commodity-prices-blackrock-says-2022-01-13/rep_id:3650#:~:text=Commodities%20prices%20may%20stay%20high,according%20to%20BlackRock's%20Evy%20Hambro.
https://www.miningweekly.com/article/plan-for-decades-of-high-commodity-prices-blackrock-says-2022-01-13/rep_id:3650#:~:text=Commodities%20prices%20may%20stay%20high,according%20to%20BlackRock's%20Evy%20Hambro.


 
● As recommended by the Standing and Select Committee on Finance, some of the social grants 

increase in line with inflation. A thorough review of the grants however shows that the Child 

Support Grant (CSG) and the Foster Care Grant are below inflation as shown in the graph. This is 

disappointing given that the average cost of a household food basket has increased by R354,53 

(8.9%) from R4 001,17 in February 2021 to R4 355,70 in February 2022.  

● The graph below illustrates the below-inflation increases of the CSG and FCG.  

 

Industrial policy support 

● The budget we see industrial policy being reduced to a regulatory tool rather than a strategy for 

interventions for building capacity and capability in the manufacturing sector. The budget 

allocations in this space are both inadequate and premised on an outdated neoliberal PPP model 

that has consistently failed to deliver development outcomes.  

● While infrastructure development is critical to revitalising the manufacturing sector and 

stimulating the economy, it is largely premised on public-private partnerships (PPPs), despite the 

fact that their value has declined from an estimated R10.7 billion in 2011/12 to R5.6 billion in 

2019/20 according to the Budget Review.  

● Indeed, there has not been a substantial project delivered through the PPP model in a decade. On 

the contrary, PPPs have been shown to erode the capacity of the state, contribute to sovereign 

debt crises, as well as contribute little to poverty reduction and development outcomes.  

 

 

Job creation and retention 

https://www.iej.org.za/wp-content/uploads/2021/01/F4D-Infrastructure-Working-Paper-29_01_2021.pdf


 
 

Public Employment Stimulus 

 

● There is no clear job creation strategy. While we welcome the third phase of the Presidential 

Employment Scheme (PES), only R9.2 billion allocated per year for the next two years. This is a 

decline from the first phase of the PES in which R12.9 billion was allocated and the second phase 

which allocated R11 billion.   

● The PES plays an important role in mitigating the crisis, however, the PES only creates short-term 

opportunities, on an inadequate scale, and may not allow for sufficient skills transfer. For the 

government to realise its key role in job creation and retention, the IEJ believes that PES must be 

scaled up, and gaps filled, together with a broader public sector jobs strategy. We are 

disappointed that decisions on the future of the PES, have been deferred pending more policy 

discussions. 

The Loan Guarantee Scheme 

 

● The new format of the Loan Guarantee Scheme is being worked out by National Treasury, the 

Reserve Bank, and industry stakeholders. Indications do not seem to point to the inclusion of 

business grants, instead of loans, which we believe to be the most appropriate recovery tool for 

SMMEs already fighting for survival 

● . The IEJ would also like to see a targeted TERS made available for industries such as Tourism and 

Agriculture that are well-positioned for job creation.  

● It is worth noting that 85% of the revenue windfall came from the mining sector, yet the QLFS Q3 

data identifies a hemorrhaging of jobs in the mining and manufacturing sectors. Some of the 

windfall should have also been allocated to supporting recovery in these sectors including 

reversing job losses and protecting the incomes of those who will not get their jobs back. 

Tax 

● The IEJ believes that 1% reduction in corporate income tax is regressive in the midst of a revenue 

windfall from a commodity boom that is likely to be sustained, which reflects the high profits 

being made by corporations.  

● Corporate Income Tax was slashed from 50% to 28% between 1990 and 2018, without significant 

impact on job creation or investment, and this further decrease is a regressive measure that will 

not contribute to employment.  

● The success of the Youth Employment Tax Incentive (ETI) is not borne out by evidence, yet 

additional funds are being channeled to this scheme. The ETI has not led to any substantial 

alleviation of unemployment.  

● The IEJ believes that the ETI should be canceled. This can raise about R4.8 billion in revenue. The 

expansion then is purely a subsidy to business and a waste of resources that should be allocated 

towards job creation and income support. 

● The IEJ has made repeated submissions demonstrating that expenditure cuts are not necessary 

and progressive tax proposals can finance a UBIG, and other desperately needed measures. New 

forms of tax would redistribute income from the wealthiest households to the poorest.  



 
● A luxury VAT of 25% on luxury goods, a Social Security Tax of 1.5-3% progressively levied on the 

highest income earners and a Wealth Tax of 1% for the top 1% and 3% tax rate for the top 0.1% 

wealthiest South Africans, would fund a UBIG.  

Recommendations  

The government must; 

● Conduct Human Rights Impact assessments on its fiscal policy decisions where human rights are 

impacted 

● Use more of the revenue windfall towards supporting economic recovery and income support 

● Expand the SRD grant to the FPL and commit to the implementation of the Universal Basic Income 

Grant 

● Reverse budget cuts to public services  

● Increase allocation to job creation and industrial support  

● Cancel the ETI and redirect the resources towards economic recovery and job retention 

● Implement progressive tax measures such as the wealth tax, and a luxury VAT and reverse tax 

breaks for the wealthy and corporates  

 


