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ABSTRACT
This submission sets out the IEJ’s proposals for the 2023 Medium-Term Expenditure Framework. In this
submission we highlight the need for fiscal policy in the country to reflect a human-rights based and feminist
approach to budgeting. We do this by laying out how the current fiscal strategy is at odds with these principles,
by expanding on an alternative human rights approach, and proposing key areas for change followed by a set of
concrete recommendations. We believe that the MTEF should reflect four key areas: mobilising maximum
available resources for rights realisation; upholding the principles of non-retrogression and progressive
realisation through the extension and improvement of the grant system and in particular the introduction of a
Universal Basic Income Grant (UBIG); prioritising investments in social infrastructure; and addressing the
energy and climate crisis. All of this requires reforming fiscal policy to tackle unemployment, poverty and
inequality as opposed to narrow debt stabilisation.

BACKGROUND
The Institute for Economic Justice (IEJ) welcomes the new approach by the National Treasury in inviting
pre-budget consultations. In 2021, the call for submissions included restrictive questions that limited the scope
of the submissions to the fiscal strategy narrowly focused on debt stabilisation to be achieved via limiting
non-interest expenditure growth.1 We are pleased that this call for submissions does not repeat this approach.
The IEJ believes that a platform to debate a variety of themes on the MTEF will enable the Medium-Term
Expenditure Committee (MTEC) to consider a range of proposals to alleviate inequality, poverty and
unemployment in South Africa. This submission discusses proposals for fiscal policy, social security,
unemployment, energy and climate financing, and gender responsive budgeting.

In February 2022, the Minister of Finance, Mr Godongwana recommitted South Africa to austerity, ignoring
other viable fiscal strategies. This time, the commitment came with a promise of a budget surplus by 2023/24.2

Treasury is also considering the introduction of a fiscal anchor in the outer years of the MTEF to keep

2 National Treasury. 2022. Budget Review. Available at:
http://www.treasury.gov.za/documents/national%20budget/2022/review/FullBR.pdf

1 Isaacs, G. 20 September 2021. “Treasury’s first ‘pre-budget consultation’ closes the space for debate”. Business Day. Available at:
https://www.businesslive.co.za/bd/opinion/2021-09-20-gilad-isaacs-treasurys-first-pre-budget-consultation-closes-the-space-for-debate
/

PAGE | 1

http://www.treasury.gov.za/documents/national%20budget/2022/review/FullBR.pdf
https://www.businesslive.co.za/bd/opinion/2021-09-20-gilad-isaacs-treasurys-first-pre-budget-consultation-closes-the-space-for-debate/
https://www.businesslive.co.za/bd/opinion/2021-09-20-gilad-isaacs-treasurys-first-pre-budget-consultation-closes-the-space-for-debate/


expenditure within agreed limits - in other words, an anchor to keep austerity on track, as a purported means
of stabilising debt. This logic has informed the limited allocation to the Social Relief of Distress (SRD) grant,
below-inflation increases to existing social grants, and cuts to public services.

Over the medium term (2022/23 - 2024/25), nominal non-interest expenditure (spending by the government
excluding debt service costs) remains stagnant annually.3 Considering that inflation has reached its highest
reading since May 2009, at 7.4%,4 and that the population has experienced positive growth of 1.08% from 2021
to 2022, medium-term expenditure entails a fall of around 8% in real spending per person.5 Contractions of this
magnitude follow a decade of stagnant non-interest expenditure and have not been observed since the roll out
of GEAR in the 1990s.6

What the Minister of Finance failed to outline is how achieving a primary surplus will lead to employment for
the more than 12 million people without jobs, as well as how cutting expenditure to public services will not
have long-term negative impacts on the quality of public services, human capital, and the long-term growth of
the economy. We argue the MTEC and Cabinet should not approach the 2023 MTEF on the basis of a policy of
austerity. We propose a counter-cyclical fiscal approach that would allow for spending during the current
period of negative or sluggish growth followed by fiscal consolidation when appropriate.

Empirically, the relationship between government spending, private investment and GDP growth is strong in
South Africa. Between 1996 and 2019, there has been a direct correlation between levels of private investment
and government spending, and a similar trend is observed between the growth of real private investment and
consolidated government expenditure.7 During the GEAR years, roughly 1996 to 2000, total real government
expenditure was 0.8%. This correlated with a real GDP growth rate of 2.8% and private investment rate of 3.1%.
On the other hand, between 2004 and 2007, following the Accelerated and Shared Growth Initiative for South
Africa (AsgiSA), real government expenditure increased to 5.9%, in tandem with real GDP growth of 5.2% and
private investment increasing to 11.7%. During this period, 1.9 million jobs were created.8 Just like the current
fiscal framework, the earlier GEAR period used fiscal consolidation to reduce the budget deficit, avoid
permanent increases in the overall tax burden, reduced public consumption spending, and increased
privatisation. However, that period failed to meet any of the employment or growth targets set. A
reinstatement of the GEAR-like policy framework will increase unemployment, lead to poor economic growth
and a higher debt-to-GDP ratio.

In line with South Africa’s human rights obligations, detailed below, we propose that government do the
following:

8 Duma Gqubule. 2019. Ramaphosa’s stimulus plan will need out-of-the-box thinking. Business Day. Available
at:https://www.businesslive.co.za/bd/opinion/columnists/2019-05-14-duma-gqubule-ramaphosas-stimulus-plan-will-need-out-of-the-b
ox-thinking/

7 Adelzadeh, A. 2022. Why the South African Economy is stuck in a chronic crisis. ADRS Working Paper. Available
at:https://mcusercontent.com/dea890fe0dd5d6278998be8a8/files/5461a0d7-b030-75a4-5ef9-f7f49ca778b2/Asghar_Adelzadeh_May_
2022_Why_Is_the_South_African_Economy_Stuck_in_Chronic_Crises.01.pdf

6 Sachs, M. 2021. Fiscal dimensions of South Africa’s Crisis. Public Economy Project. Working Paper, Number 15. Available
at:https://www.wits.ac.za/media/wits-university/faculties-and-schools/commerce-law-and-management/research-entities/scis/docume
nts/Sachs-2021-Fiscal%20dimensions%20Working%20Paper%2015.pdf

5 Sachs, M, Ewinyu, A, and Shedi, O. 2022. Spending choices in budget 2022. SCIS Working Paper, Number 30. Available at:.
https://www.wits.ac.za/media/wits-university/faculties-and-schools/commerce-law-and-management/research-entities/scis/PEP%20Sp
ending%20Choices%202022_WP30.pdf

4 Stats SA. 2022. “Inflation surges to an all time high”. Available at:https://www.statssa.gov.za/?p=15583

3 IEJ Post-Budget Statement. 2022. Available at:https://www.iej.org.za/wp-content/uploads/2022/02/Post-Budget-Statement.pdf
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1. Use fiscal policy to tackle unemployment, poverty, and inequality as part of a pro-employment
macroeconomic framework as opposed to narrow debt stabilisation.

2. Reverse austerity by making budget allocations in line with population growth and the Consumer Price
Index (CPI).

3. Mobilise maximum available resources for rights realisation through better utilisation of the windfall
profits from the commodity boom, reversing the reduction of corporate income tax announced in the
2022 budget, and instituting a wealth tax.

4. Uphold the principles of non-retrogression and progressive realisation through extending and
improving the SRD grant and ensuring that other grants are not hollowed out by inflation. This should
be done as part of a step towards the introduction of a UBIG.

5. Protect the rights of all to an adequate standard of living, and the continuous improvement of living
conditions by investing in social infrastructure, and the care economy in line with gender responsive
budgeting.

6. Addressing the energy and climate crisis through a just transition that does not deepen privatisation
and unemployment.

The following proposals indicate some means through which this can be achieved.

PROPOSALS
Use fiscal policy to alleviate unemployment, poverty and inequality

South Africa should adopt an integrated developmental macroeconomic policy framework that explicitly aims
to reduce unemployment, poverty, and inequality.9 Macroeconomic policy has often been narrowly
circumscribed, limiting it to providing “macroeconomic stability” and “boosting business confidence”. For
instance, the 2023 MTEF technical guidelines state that “over the medium-term the objective of fiscal policy
will be to reduce the budget deficit and stabilise the debt-to-GDP ratio”. The approach of “getting prices right”
has not led to developmental outcomes being achieved.

Rather than rely on supposed self-equilibrating market forces, we argue for deploying policy tools to
concurrently stabilise employment in the short run to achieve ‘internal balance’ or full employment,10 while
expanding supply capacity (production) in the long run to achieve ‘external balance’ or a sustainable balance of
payments.11 This requires fiscal policy targeting an increase in both aggregate demand and aggregate supply
with the aim of ensuring structural transformation over the medium term. Fiscal policy must also support
industrial / sectoral policies – which aim to achieve changes in the size and composition of different sectors in
the economy – and labour market policies - that improve the economic and labour-related environment.
Specifically this includes:

● Five and ten year fiscal planning which prioritises sectoral transformation, assesses investment gaps.
● Counter-cyclical aggregate demand management.
● Avoiding balanced budget ‘austerity dogma’ as the principal (legal) framework with which to govern

fiscal budgetary management. Although the government has maintained its stance that containing
expenditure levels will crowd in investment, the levels of Gross Fixed Capital Formation (GFCF) has
been falling across all sectors of the economy since 2015. In a context of low levels of investment from

11 United Nations Economic Commission for Africa, 2016.

10 Krugman, P. R., Obstfeld, M., & Melitz, M. (2018). International economics: Trade and policy, 11th edition. Boston: Pearson Addison
Wesley. Chapter 19

9 Strauss, I., Sibeko, B and Isaacs, G. “Towards a transformative macroeconomic policy framework for employment generation in Africa.”
ILO Background Paper. Available at:
https://www.ilo.org/wcmsp5/groups/public/---africa/---ro-abidjan/documents/publication/wcms_830222.pdf
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the private sector, the South African economy needs government interventions that boost aggregate
demand and expand critical supply capacity. It is not the case that government spending necessarily
“crowds out” private investment or leads to rising interest rates. This depends very much on how the
spending is financed and what it is spent on, and the subsequent macroeconomic consequences. It is
also not the case that there is a magic number above which South Africa’s debt-to-GDP ratio becomes
unsustainable. It is the case that widespread spending cuts during recessionary periods have proven to
be self-defeating and harmful to long-term economic growth.12

● Implementing and enhancing automatic stabilisers, through targeting unemployment insurance and
progressive taxation.

● Enhanced, yet targeted, social spending. One of the ways in which this can be done is through a UBIG.
A UBIG would put cash directly into people’s hands, boosting consumption, especially in local
economies and thereby stimulating the economy. A UBIG would therefore also have an impact on the
fiscus, through increased government revenue (depending on the financing) which would partially
offset the levels of debt relative to GDP. Social security is also a long-term investment in human capital
development, particularly through improved health and educational outcomes. Such spending is also
able to boost supply capacity through spurring micro-enterprise development.

● Cost-efficient pro-employment budgeting: including estimating how changes in budgetary allocations
and levels will impact employment and making these public

● Ensuring fiscal and sectoral policies are aligned, including through strong resourcing of industrial
policies, for example, the current Masterplans.

● Regular evaluation of fiscal spending and its impact on growth and employment, aiming for high
employment and growth multipliers per rand of spend.

Apply a human-rights based and feminist approach in the development of the MTEF

Going beyond employment and development, South Africa’s fiscal strategy must be guided by its constitutional
and international human rights obligations, as set out in the South African Constitution and international
treaties such as the International Covenant on Economic, Cultural, and Social Rights (ICECSR). According to the
ICESCR, the state has an obligation to progressively realise socio-economic rights within its available resources.
In addition, as a party to the ICECSR, South Africa also has an obligation to mobilise the maximum available
resources for the realisation of social and economic rights. This involves raising, allocating, and spending money
in a way that prioritises people’s rights. It also means that there should be a recognition of how different
groups are impacted by persisting inequality. The budget, for example, has not accounted for how women,
especially in rural areas, are impacted by its austerity measures. The Committee on Economic Social and
Cultural Rights has already registered concern regarding the South African government’s austerity policies13 and
we do not believe these concerns have been adequately addressed.14

A human rights-based approach focuses on those who are most vulnerable, excluded, or discriminated
against.15 Austerity measures negatively impact women the most. Given the gendered division of labour, in part
based on traditional roles, women shoulder most of the burden of unpaid care work. In South Africa black

15UNFPA. (2014). The Human Rights-Based Approach. Available at: https://www.unfpa.org/human-rights-based-approach

14 IEJ. (2021).Submission Of Information Related To The South African Government’s Responses To The “Follow-Up Procedure Issued By
The Committee On Social, Economic And Cultural Rights”. Available at:
https://www.iej.org.za/follow-up-submission-to-the-the-united-nations-committee-on-social-economic-and-cultural-rights/

13 UN Committee on Economic, Social and Cultural Rights. (2018). Concluding observations on the initial report of South Africa.

12 UNCTAD. 2012. Trade and Development Report. Policies for Inclusive Balanced Growth. Available
at:https://unctad.org/press-material/austerity-did-not-lead-growth-supportive-government-policies-are-still-needed-unctad#:~:text=As
%20predicted%20by%20UNCTAD%20economists,Development%20Report%2020121%20says
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women face the highest rates of unemployment at 40.6% in the first quarter of 2022.16 This limits their options,
often making them dependent on men and less empowered to address gender-based violence. Although
austerity measures disadvantage all, the impact is felt disproportionately by women. Cuts in public spending
have resulted in reduced provision of care services like early childhood development, forcing women to make
up the shortfall through unpaid care work. This affects women's ability to participate in paid employment,
reducing their economic participation, reduces their leisure time and puts more pressure on their health.
Evidence from the UK shows that women use more public services and are more likely to be caring for children
and other family members who need services.17 The research reported that due to their higher likelihood of
being poor, having dependent children, and having big families, women are more affected by reductions in
benefits and tax credits.18 Women are also disproportionately employed in the public sector and community
and social services. Treasury’s efforts to reduce the public sector wage bill and headcount is informed by
austerity and will  affect women the most.

These vulnerabilities necessitate the creation of an environment in which both women and men would have
equal opportunities and equal benefits from public funds and services. More proposals on an intersectional
approach to the budget are discussed below.

Mobilise resources for the realisation of human rights

As a result of the commodity boom, South Africa received a windfall revenue of R182 billion in 2021/22, 50%
higher than government’s November 2021 forecast. In our 2022 post-Budget statement, we expressed
disappointment at how the revenue windfall was utilised.19 In particular, we argued that the Minister lost an
opportunity to use it to support social services and improve the SRD grant. The higher-than-anticipated
revenue provided fiscal space for the government to use the income to support the extension and
improvement of the SRD grant to the Food Poverty Line of R624. This is important as the current rise in energy
and food prices decreases the income available to poor households, while on the other hand, the biggest
winners from the commodity boom are high-income households, large corporates, and private banks.

While the price of commodities has slowly started to decrease according to recent reports, SARS outcomes still
show that revenue is outpacing Treasury’s estimates. In April for instance, preliminary results for tax collection
in 2021/22 showed that collection is R16.7 billion above Treasury’s estimate.20 In addition, commentators have
estimated the collections to be between R50 and R100 billion higher than Treasury’s forecast for 2021/22.21

Therefore, there is still an opportunity to use the windfall to support the most vulnerable.

Promote a more equitable tax structure

In line with the obligation to maximise available resources for rights realisation, the government must
introduce new forms of tax, reduce wasteful and irregular expenditure, and remove corporate tax breaks. A
wealth tax on the wealthiest 1% of the population could raise R143 billion according to researchers at the

21 Joffe, H. 2022. Tax take on track to reach R50bn as collection runs ahead in first quarter. Business Day. Available
at:https://www.businesslive.co.za/bd/economy/2022-08-01-tax-take-on-track-to-reach-r50bn-as-collection-runs-ahead-in-first-quarter/

20 Zwane, T. 2022. SARS reports R16.7bn surplus over budget estimate. Business Day. Available
at:https://www.businesslive.co.za/bd/economy/2022-04-01-sars-reports-r167bn-surplus-over-budget-estimate/

19 IEJ. 2022. Post-budget statement. Available at:https://www.iej.org.za/wp-content/uploads/2022/02/Post-Budget-Statement.pdf

18 Ibid

17 WBG. The impact of austerity on women in the UK. Available at:
https://www.ohchr.org/sites/default/files/Documents/Issues/Development/IEDebt/WomenAusterity/WBG.pdf

16 EyeWitness News. Black women bear the brunt of SA’s unemployment crisis. Available at:
https://ewn.co.za/2022/05/31/black-women-bear-the-brunt-of-sa-s-unemployment-crisis
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SCIS.22 The IEJ has also shown that a VAT on luxury goods of 25% would raise an average of R9 billion annually.23

Collectively, these revenues and other sources of income, for instance a reduction in wasteful and irregular
expenditure of up to 30% of the R166 billion reported by the Auditor General, could be used to create fiscal
space to support the most vulnerable.

In addition, the reduction of corporate income tax announced in the 2022 Budget must be reversed from 27%
to 28%. Despite claims that South African corporates are heavily taxed, corporate income tax rates have fallen
dramatically from 50% in 1990 to 27% in April this year.24 This has had an impact on the revenue government
raises and can spend on social services. The average annual revenue-GDP ratio of 23.9% for the period
1995–2020 is 41.6% lower than the average annual revenue-GDP ratio for OECD countries.25 In addition, for the
past 25 years, government’s average annual expenditure relative to the GDP, of 27.3%, has been 37% lower
than the average expenditure-GDP ratios of OECD countries.26 Government therefore has clearly not mobilised
sufficient resources.

This is worrying given the levels of wealth inequality in South Africa. About 66% of all wealth in South Africa is
held in the form of stocks, bonds, pension funds, and life insurance assets. The wealthiest 1% own 95% of these
stocks and bonds while the wealthiest 10% of South Africans own 64% of pension fund and life insurance
assets.27 In this socio-economic context, tax breaks and taxes on wealth are important. This is especially
important considering that studies have shown that tax breaks and CIT cuts increase inequality and do not have
any positive impact on economic growth. In a study conducted on 18 OECD countries, results show that three
years after a tax cut, “the top 1% income share increases by 0.6 percentage points and over 5 years, the top 1%
share of pre-tax national income increases by more than 0.7 percentage points”. In addition, and importantly,
these tax cuts have had no effect on economic growth.28

It is crucial that tax loopholes in invoice mis-pricing and corporate tax on multinational companies are tackled
aggressively. The practice of profit shifting by multinational companies, to obtain low or no corporate income
tax in tax havens should be a combined priority for Treasury, the SARB, and SARS. The IEJ has endorsed the call
of African Finance Ministers for the establishment of a UN Tax Convention.29 Further, international agreements
on a minimum corporate income tax must be enforced.

29 Etter-Phoya, R. 2022. African Ministers call for UN tax convention to protect against financial secrecy supplied by the richest nations.
Available at:
https://taxjustice.net/2022/05/27/african-ministers-call-for-un-tax-convention-to-protect-against-financial-secrecy-supplied-by-the-rich
est-nations-as-africa-improves-in-the-financial-secrecy-index-2022/

28 Gechert, S., Heimberger, P., 2022. Do corporate tax cuts boost economic growth? European Economic Review, 147. Available at:
https://reader.elsevier.com/reader/sd/pii/S0014292122000885?token=AB04849E64A1CAC610475672FEBDD94CB9B5D4D6B685A3A21
D4643DCA10D91381C5A374F3B5DA6F43439BDD3DAC10ADA&originRegion=eu-west-1&originCreation=20220819091112

27 Chatterjee, A., Czajka, l., & Gethin, A. 2020. Estimating the Distribution of Household Wealth in South Africa. Working Paper 2020/06.
Available at:
https://wid.world/document/estimating-the-distribution-of-household-wealth-in-south-africa-wid-world-working-paper-2020-06/

26 Ibid.

25 Ibid. 7, 2.

24 IEJ. 2020. Budgeting for Human Rights during COVID-19: The Duty to Use the Maximum Available Resources during the COVID-19
Pandemic. Fact Sheet. Available
at:https://www.iej.org.za/wp-content/uploads/2020/10/IEJfactsheet-Available-Resources-COVID19_2.pdf

23 IEJ. 2021. Policy Brief. Financing Options for a Universal Basic Income Guarantee in South Africa. Available at:
https://www.iej.org.za/wp-content/uploads/2021/08/IEJ-policy-brief-UBIG-july2021_3.pdf

22 The Conversation. 2020. Coronavirus: why South Africa needs a wealth tax now. Available at:
https://theconversation.com/coronavirus-why-south-africa-needs-a-wealth-tax-now-137283
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A more progressive tax system supports the participation of more women in the labour market. Consumption
Taxes such as VAT, are regressive given the proportion of income spent on basic consumption goods in indigent
households. While it may not be optimal in the MTEF to reduce VAT given that this would also benefit wealthier
households that are not in need of this kind of relief, raising VAT across the board would certainly be highly
detrimental for the poor.

Social Grants and the pathway to a UBIG

In February 2022, the SRD grant was extended for another year with a limited budget of R44 billion, enough to
cover 10.5 million recipients. This was an arbitrary allocation without an evidence-based assessment of how
many people in South Africa qualify for the grant. The Department of Social Development’s (DSD) own figures
show that 18.3 million people in South Africa live below the FPL, and that 13.4 million have no income. This
irrational budget cap forced DSD to create regulations that set an alarmingly low income threshold means test
of R350 for the grant alongside a complex and exclusionary application process. As a consequence, Treasury’s
arbitrary budget cap resulted in 27 million fewer SRD payments having been made between April and June
compared to payments made prior to the new regulations.30 By 19 July 2022, the DSD reported that under 5
million payments were made, less than half of what was paid in February 2022. While some of these measures
have been addressed in amended regulations, many problems remain.31 There is no doubt that the primary
factor driving these problems is Treasury’s arbitrary budget cap and commitment to narrow eligibility criteria.
The continuation of such a budget cap is likely to continue placing undue pressure on DSD and SASSA to
implement an application and approval process which, by necessity, is designed to limit the number of
recipients, irrespective of need.

While the IEJ is in support of measures to tackle the jobs crisis in the country, there needs to be
acknowledgement on the part of Treasury, similar to that made by President Ramaphosa, that South Africa’s
high unemployment is structural and requires interventions that will take some time to materialise in the
economy.32 In the meantime, millions of people are suffering and this has implications for the macroeconomy,
where we risk further destabilisation and crisis of the sort seen in July 2021. The most realistic short-term
prospect of reversing high levels of hunger and destitution is through state intervention in the form of a UBIG
at the level of the FPL, with progressive increases in value over time. Assuming 60% uptake initially, a UBIG at
the FPL would cost about R153 billion annually, increasing to 80% uptake over time. The UBIG can be financed
through progressive taxation as discussed above. We have also presented different proposals to finance the
UBIG in our policy brief.33

The SRD must be increased to the FPL and inserted into the MTEF while the government works with civil
society to develop pathways towards a UBIG. These measures will not hinder the success of any job creation
initiatives. Research shows that basic income support can have a positive impact on the possibility of
employment and can provide alternative ways to generate sustainable livelihoods.34

The expansion and formalisation of the SRD grant must be accompanied by the existing permanent social grant
system accounting for the impact of rising inflation which is impacting the cost of food and basic necessities.

34 IEJ. 2022. Discussion document for Economic Research Southern Africa (ERSA) and Jobs vs Grants Policy Brief, forthcoming

33 Ibid. 20,5

32President Ramapahosa. State of the Nation Address. 2022. Available at:
https://www.gov.za/speeches/president-cyril-ramaphosa-2022-state-nation-address-10-feb-2022-0000

31 IEJ and SERI. 2022. Joint Submission on the Amendments to the Social Assistance Act. Available at:
https://www.iej.org.za/joint-submission-on-new-srd-regulations/

30 IEJ. 2022. Press Statement: SRD Grant crisis is far from resolved. Available at:
https://www.iej.org.za/press-statement-the-r350-srd-grant-crisis-is-far-from-resolved/
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Within this context, a continuation of below-inflation increases in the social grant system risks harming
households that are already suffering from the economic impact of Covid-19. These real decreases in the value
of the grant impact especially female-headed households.

Invest in social infrastructure and the care economy

The Treasury’s intention to implement the first phase of the Gender Responsive Budgeting Framework (GRBF)
comes amid intersecting food, fuel, energy, and unemployment crises. These intersecting crises have been
compounded by the effects of COVID-19 and the climate crisis. Collectively, they all contribute to reversing any
progress on gender equality that has been made.

The State should allocate growing investment expenditure in public services based on the understanding that
investing in healthcare, education, and social services such as public childcare, care for the ill, elderly and
disabled, and the provision of a UBIG is a long-term investment in human capital. Women’s work in social
reproduction makes them more reliant on the state and social infrastructure for a larger share of their income
and social support. Regressive tax policies and expenditure cuts in public services embed women’s
disproportionate burden on unpaid care work and its lack of recognition.

We welcome the development of comprehensive guidelines for GRBF in the 2023 MTEF. To date, information
about the GRBF remains unclear. We welcome greater clarity on the path towards its implementation and
emphasise that implementation of the GRBF roadmap should be in consultation with civil society and women
from grassroots organisations. The GRBF must pointedly seek to transform embedded gender inequities and
apply an intersectional approach in its application in order to effectively respond to socio-political and
structural issues that affect women. We do not believe that this can be done without the GRBF directly
affecting the decisions that determine the MTEF. Austerity has been a consistent policy commitment by this
government. Austerity perpetuates gender inequality and is retrogressive. An MTEF that embraces austerity
cannot simultaneously claim to be serious about gender-responsive budgeting.

Uptake of the GRBF within government departments remains very limited. The IEJ recommends that adoption
and compliance with the framework be legislated as is the case in other countries. This will assist with its
effective implementation and ensure that adoption is no longer voluntary. The GRBF should be a necessary part
of the annual planning and budgeting process within every government department and should be reviewed by
Parliament’s Portfolio Committees to ensure that departments are both complying and accountable for its
implementation. The Department of Planning, Monitoring, and Evaluation must effect oversight and
enforcement of the GRBF within clear metrics that carry meaningful consequences for lack of compliance.
Together with National Treasury, monitoring and enforcement should be clearly defined based on guidelines
defined by the Department of Women, Youth, and Persons with Disability (DWYPD).

Communication, education, and training around the GRBF and making visible the GRBF within government and
in the public sphere should be the responsibility of the DWYPD. Communication initiatives should convey
deadlines for implementation and those persons in senior government who are responsible for delivering these
process goals. Reporting on effective oversight and coordination of the implementation of the GRBF, and its
progress towards clear deadlines should become a key reporting item at every public engagement in the
budget cycle, to ensure transparency, public participation, and accountability.

Use Public Climate Finance to address the Energy Crisis and Just Energy Transition
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Eskom’s ballooning debt, rolling blackouts, and the energy transition are some of the biggest developmental
challenges facing post-apartheid South Africa. Firstly, default on our debt obligation could see a forced and
painful structural adjustment that will deepen economic and social inequality. Secondly, the severe rolling
blackouts have weakened an already fragile economy burdened by unprecedented levels of unemployment and
a high cost of living. It is estimated that rolling blackouts have cost the economy an estimated R1 billion per
stage per day.35 Third, the transition towards a low carbon energy system has raised concerns about the
implications of the transition on employment and livelihoods of workers and affected communities linked to
the old energy system. In light of this, there is the need for a well-conceived approach to not only rescue the
SOE from a crippling debt spiral, but also to ensure that the utility can keep the lights on at affordable rates and
implement an energy transition that is just in that it leaves no worker and affected community behind.

The State’s response to the energy crisis is to implement market-based reforms on Eskom and to mobilise
climate finance through the Just Energy Transition Transaction Partnership (JETTP) in support of investments on
the grid and decarbonisation projects that will repurpose decommissioned power plants and invest in
renewable projects, among others. There are several concerns we have with the state’s plan that will
undermine a just energy transition.

The chosen method of financing will result in a fiscal burden and worsen Eskom’s financial position. Indications
are that the JETTP’s financing instruments will be in the form of concessional loans, grants, public-private
partnerships, and blended finance. While the use of concessional loans and grants seems a reasonable
approach to development finance, the inclusion of private finance should be treated with great scrutiny and
raise concern. This is because the increasingly dominant approach to development finance is the mobilisation
of the fiscus to create an enabling environment for the flourishing and dominance of private finance in
development finance. This approach, otherwise known as de-risking private finance, simply saddles states with
all the risk and none of the benefits. At R200 billion, Independent Power Producers have the second largest
state-backed guarantees after Eskom at R350 billion in the year 2021/22,36 a major subsidy or credit
enhancement to the private sector which exposes the state to risks.

The evidence shows that market-based reforms on utilities may exert high tariffs through high markups which
undermine affordable energy access for households and small and medium-sized businesses. In Uganda and
Kenya, unbundling and privatisation led to significant price hikes.37 Britain went through significant unbundling
and privatisation since the 1980s, while mainland Europe has gone through successive rounds of unbundling
and privatisation from the 1990s onwards. While increased competition has been linked to a fall in wholesale
and industrial electricity prices, prices for household electricity have risen in many cases as large markups have
been applied to cheaper wholesale electricity prices before distribution to households.

Market-based reforms in the form of embedded generation, and their higher tariffs, will further limit the ability
of Eskom and municipalities to use progressive pricing schemes to subsidise poorer households and will limit
the amount of money municipalities can raise through distribution fees.38 The loss of this revenue stream will
hit South Africa’s most underdeveloped municipalities, and the poorer households they serve, hardest.

38 Baker, L., Phillips, J., (2018). Tensions in the transition: The politics of electricity distribution in South Africa. Environmental and
Planning C: Politics and Space. Available
at:https://www.researchgate.net/publication/325714299_Tensions_in_the_transition_The_politics_of_electricity_distribution_in_Sout
h_Africa

37 Phalatse, S. (2020). Eskom: Historical background to its current crises. Institute for Economic Justice Working Paper Series, No 4.
Available at:https://iej.org.za/wp-content/uploads/2020/10/Eskom-Working-Paper-20-10-2020.pdf

36 National Treasury. 2022. Budget Review 2022. http://www.treasury.gov.za/documents/national%20budget/2022/review/FullBR.pdf

35 The South African. 2019. Eskom admits floods are likely to make load shedding ‘even worse’. Available at:
https://www.thesouthafrican.com/news/how-long-load-shedding-monday-9-december-when-eskom-floods/
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A vital step to resuscitating Eskom is to address its R400 billion ballooning debt. This will ensure that the utility
has enough fiscal space to implement its capex and maintenance programme to restore operational efficiency
and be a catalyst for a just energy transition through direct investment in renewable generation. Direct
investment in renewable generation with the support of industrial policy instruments such as local content
requirements, technological transfer system, and industrial finance on concessional terms will help to
industrialise the renewable sector which will help to create employment and sustainable livelihoods. One
pathway forward is to seize the opportunity brought about by the JETTP climate mitigation fund for Eskom to
meet its debt obligations. The fund can be used to reduce Eskom’s debt in exchange for the implementation of
its commitments in the Integrated Resource Plan while building a just energy transition pathway.

The $8.5 billion (USD) commitment should be put towards a JETTP special purpose financing vehicle at
discounted interest rates. Eskom should be granted access to R200 billion from the JETTP funding pot in return
for Eskom’s implementation of the IRP and a just energy transition plan that is agreed upon with workers and
affected communities. In addition, Eskom should swap about 75% of its legacy debt into a separate
state-owned financial entity that is managed by the National Treasury. This will circumvent the conundrum of
many debt holders having veto rights over restructuring plans. The debt held by the state financial entity should
either be written off or converted. This will ensure an efficient and appropriate capital structure because a
refinanced and repurposed Eskom could manage approximately R200 billion in debt. Financial flows in the form
of revenues/dividends from Eskom, annual budget allocations, R160+ billion of the international concessionary
climate funding could be used to wind down the toxic debt over time as well as implement Eskom's
maintenance plan to improve its operational efficiency. The remaining concessionary climate funding should be
granted to the South African Just Energy Transition Fund, managed by the Development Bank of Southern
Africa (DBSA). The Just Energy Transition Fund would support a broad portfolio of activities and projects. These
projects in the form of industrial projects, and social and community projects would support the
socio-economic transformation of Mpumalanga. Crucially, they would also include the absorption of some
redeployed coal workers.

SPECIFIC PROPOSED RECOMMENDATIONS
1. Use fiscal policy to address unemployment, poverty, and inequality as part of a pro-employment

macroeconomic framework as opposed to narrow debt stabilisation.
2. Reverse austerity. Budget allocations must be in line with population growth and CPI.
3. The government must adopt a human rights approach to budgeting and should undertake to monitor

this approach through human rights impact assessments. HRIA should be conducted in collaboration
with civil society to assess the impact of current fiscal policy on human rights. The findings from the
HRIA should guide future fiscal policy decisions.

4. Increase the SRD to the FPL (the commodities boom allows for this) and insert the budget for the
ongoing provision into the MTEF, while working with stakeholders for pathways towards a UBIG and
pursuing additional sources of finance and tax revenue for UBIG.

5. Promote a more equitable tax structure in the medium term by implementing a wealth tax and ending
tax breaks for the wealthy.

6. Work with civil society, and marginalised groups to develop progressive GRB guidelines over the MTEF.
7. Use Public Climate Finance to address the Energy Crisis and Just Energy Transition.
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