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The Budget in a nutshell

• The consolidated budget deficit is projected at 4.6% of GDP in 2012/13
(4.8% in 2011/12), but declining to 3% by 2014/15.
• Overall government expenditure to grow at a more modest pace,
resulting in the expenditure-to-GDP ratio also declining marginally over
the next three years.

• State revenue is projected to increase at a faster pace, with tax
revenue collections in 2012/13 estimated to be R90 billion (bn) more
than the R738.7 bn collected in 2011/12.
• Reduced government borrowing requirements as the fiscal position
improves.

• A substantial rise in public sector infrastructure spending, totalling
almost R845 bn over the next three years.
• R9.5 bn has been allocated for an economic competitiveness and
support package.
• A number of tax changes have been announced, including tax relief for
micro and small businesses.
• Additional income tax relief of R9.5 bn for individuals, but indirect taxes
(e.g. fuel levy, excise duties) to increase substantially (by R8.3 bn).
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Economic developments:
Global economic recovery lost momentum,
with a subdued growth outlook
GDP growth around the globe
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• The global economic recovery lost
momentum during the course of 2011.
• At the core of such moderation in
growth was the intensifying sovereign
debt crisis in the Eurozone, the
unresolved fiscal situation in the US, as
well as decelerating growth in emerging
economies.
• Growth prospects have dimmed, whilst
downside risks abound.
• Modest growth is forecast for the US
and Japan in 2012, whilst a mild
recession is anticipated in the
Eurozone.
• Emerging economies will experience
spill-over effects from weak growth in
advanced economies, whilst a
moderation in internal demand could
further contribute to a more subdued
performance in 2012.
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Economic developments:
SA economic growth decelerating in 2012, with a
modest uptick in subsequent years
Real GDP growth and outlook
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• The SA economy is estimated to have
expanded by 3.1% in 2011.
• However, the pace of growth is forecast
to decelerate to 2.8% in 2012 (IDC
forecast), before showing a gradual
uptick in subsequent years.
• SA economy predicted to expand by an
average of 3.5% p.a. over 2012 to 2014,
according to National Treasury (in
comparison: IDC forecast = 3.4%;
Reuters consensus forecast = 3.4%).
• Growth performance:
– Modest
growth in household
consumption spending expected in
2012, gaining momentum thereafter.
– Fixed investment to report modest
growth, despite a substantially higher
public sector infrastructure roll-out.
– A weak export performance in 2012
as global demand falters, but
rebounding in 2013 and 2014.
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Economic developments:
SA government debt on a steep upward trend
Total government debt
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• Budget shortfalls resulting in a sharp rise in debt levels over the forecast period. The debt-to-GDP ratio is
projected to reach 42.4% by 2014/15. However, including the guarantee exposure to SOEs and DFIs
(estimated at R228.2 bn in 2014/15), the actual debt level could be substantially higher.
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Economic developments:
SA‟s debt ratio within the global context
• SA‟s debt ratio compares extremely favourably from a global perspective. Although debt levels are forecast to
rise over the next three years, the debt-to-GDP ratio will measure just over 42% by 2014/15.
General government gross debt as % of GDP in 2011
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Economic developments:
SA‟s debt service costs rising sharply,
but remain well below historical highs
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• Debt servicing costs rose sharply in
nominal terms over the past few years
as the budget deficit widened
substantially, forcing government to
incur further debt.
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• Debt servicing costs are estimated to
rise from R76.6 bn in 2011/12 to R109
bn by 2014/15.
• Nonetheless, relative to the overall
budget expenditure, the ratio is well
below the levels recorded in the
1990s.
• Relative to GDP, debt service costs
are projected to increase to 2.8% in
2013/14, from 2.3% in 2009/10, before
declining to 2.7% in 2014/15.
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Economic developments:
Foreign interest in domestic bond market
remains strong
• Non-residents have exhibited keen interest in the local bond market in 2011, with net purchases of bonds
valued at a cumulative R42 billion.

• Furthermore, foreign investors increased their share of overall government bond holdings to 29.1% in 2011,
from 21.8% in 2010 and a much lower 10.6% in 2007.
Ownership of domestic government bonds in 2011
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Economic developments:
SA fiscal balance remains in deficit,
albeit narrowing
• Improvement expected in public finances as growth pace accelerates in 2013 & 2014, resulting in higher tax
collection.
• Spending increases will be contained, translating into an overall improvement in the budget deficit over the MTEF.
Government revenue and expenditure trends
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Economic developments:
Public finances have improved since the crisis,
although still problematic in parts of the world
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• South Africa‟s budget deficit, estimated at
5.2% of GDP in the 2012/13 fiscal year,
compares somewhat unfavourably within
a global context.
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National Budget 2012:
Main tax proposals

• Personal income tax relief of R9.5 billion.
• Increase in effective Capital Gains Tax rates.
• Relief for micro and small businesses.
• Reforms to the tax treatment of contributions to
retirement savings.
• Further reforms of the tax treatment of medical
scheme contributions.
• Alternatives to the current tax-free interest income
caps.
• Reclassification rules to curb excessive debt in
businesses will be introduced.
• Special economic zones (similar to the industrial
development zones) will be introduced, with
additional tax benefits applying.
• Uniform rate of 15% will be adopted on all
withholding taxes (on royalties, dividends and
interest) applicable to international investors.
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National Budget 2012:
Tax relief to individuals

• R9.5 billion relief to be effected mainly through
adjustments to personal income tax brackets,
rebates and some real tax relief.
• Tax-free threshold increased as follows:
– Age < 65: R63 556 (2011: R59 750)

– Age 65 and over: R99 056 (2011: R93 150)
– Age 75 and over: R110 889 (2011: R104 261)
• Rebates increased as follows:
– Primary: R11 440 (2011: R10 755)

– Secondary: R6 390 (2011: R6 012)
– Tertiary rebate: R2 130 (2011: R2 000)
• National Health Insurance (NHI) is to be phased-in
over a 14-year period, starting in 2012/13.
• Payroll tax, higher VAT and a surcharge on
individuals‟ taxable income are under
consideration to finance the NHI.

Income tax payable in 2012/13: taxpayers below age 65
Taxable
income
(Rand)
65 000
80 000
100 000
120 000
150 000
200 000
250 000
300 000
400 000
500 000
750 000
1 000 000

2011 rates
(Rands)
945
3 645
7 245
10 845
16 245
28 745
41 995
56 995
90 745
127 095
225 495
325 495

Proposed rates
Tax deduction
for 2012
(Rands)
(Rands)
260
2 960
6 560
10 160
15 560
27 360
39 860
54 860
87 550
123 040
220 700
320 700

-685
-685
-685
-685
-685
-1385
-2135
-2135
-3195
-4055
-4795
-4795

% Reduction
-72.5%
-18.8%
-9.5%
-6.3%
-4.2%
-4.8%
-5.1%
-3.7%
-3.5%
-3.2%
-2.1%
-1.5%

Source: Budget Review 2012
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National Budget 2012:
Tax relief to individuals
Medical Tax Credits
• As from 1 March 2012, monthly tax credits of medical deductions converted to
medical tax credits will be increased from R216 to R230 for the first two
beneficiaries, and from R144 to R154 for each additional beneficiary.

• Medical scheme contributions in excess of four times the total allowable tax
credits, plus out-of-pocket medical expenses combined that exceed 7.5% of
taxable income, can be claimed as a deduction against taxable income.
• With effect from 1 March 2014, additional medical deductions will be converted
into tax credits at a rate of 25% for taxpayers aged below 65 years.
• Employer contributions to medical schemes on behalf of ex-employees will be
deemed a taxable fringe benefit, and such ex-employees will be able to claim the
appropriate tax credits.
• Taxpayers 65 years and older, and those with disabilities or with disabled
dependants, can currently claim all medical scheme contributions and out-ofpocket medical expenses as a deduction against their taxable income.

• The tax credits will apply to all taxpayers as from 1 March 2014.
• Taxpayers 65 years and older, as well as those with disabilities or disabled
dependants, will be able to convert all medical scheme contributions in excess of
three times the total allowable tax credits, plus out-of-pocket medical expenses,
into a tax credit of 33.3%.
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National Budget 2012:
Tax relief to individuals
Savings
• Tax-preferred savings and investment accounts are proposed as alternatives to
the current tax-free interest-income thresholds, to encourage greater savings.
• Returns generated within these savings and investment vehicles (including
interest, capital gains and dividends), as well as withdrawals, will be tax exempt.
• Aggregate annual contributions will be limited to R30 000/year per taxpayer, with
a lifetime limit of R500 000.
• The above will be introduced by April 2014.
Retirement reforms
• Contributions by employees and employers to pension, provident and retirement
funds will be tax-deductible by individual employees (effective 1 March 2014)
• Individual taxpayer deductions will be set at 22.5% for those under 45 years, and
at 27.5% for those who are 45 and older, of the higher of employment or taxable
income. Annual deductions will be limited to R250 000 and R300 000 for
taxpayers below 45 years and above 45 years, respectively.
• A minimum monetary threshold of R20 000 will apply to allow low-income earners
to contribute in excess of the prescribed percentages.
• Non-deductible contributions (in excess of the thresholds) will be exempt from
income tax if, on retirement, they are taken as either part of the lump sum or as
annuity income.
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National Budget 2012:
Individuals – other reforms
Capital Gains Tax
• The Capital Gains Tax (CGT) inclusion rate for individuals will increase from 25% to
33.3% (maximum effective capital gains tax rate of 13.3%) for asset disposals after
1 March 2012.
• CGT thresholds changed: for individuals and special trusts R30 000 (2011: R20 000);
on death of individual R300 000 (2011: R200 000); and on disposal of a small business
by an individual aged 55 and older R1 800 000 (2011: R900 000).

• The primary residence exclusion has risen to R2 million (2011: R1.5 million).
Other
• Employee share incentive schemes will be reviewed to prevent abuse by executive
share schemes.
• Employees will not be able to withdraw funds from employer-provided retirement
schemes before retirement under artificial circumstances (e.g. quitting employment,
only to be rehired by the same employer shortly thereafter).
• Certain aspects of key-person insurance will be reviewed.
• From 1 April 2012, all gambling winnings above R25 000 (including Lotto) will be
subject to final withholding tax of 15%, as announced last year.

• A national gambling tax based on gross gambling revenue will be introduced on 1 April
2013 in the form of an additional 1% national levy on a uniform provincial gambling tax
base.
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National Budget 2012:
Corporate taxation

• The corporate tax rate remains unchanged at 28%.
• A dividend tax at 15% (replacing the 10% secondary tax on
companies) will be effective 1 April 2012.
• Micro-businesses (annual turnover of less than R1m) will be
given the option of making payments for turnover tax, VAT
and employees‟ tax at twice-yearly intervals from 1 March
2012. A single combined return will be filed on a twice-yearly
basis from 1 March 2013.
• The tax-free threshold for small business corporations is
increased to R63 556. Taxable income up to R350 000 is
taxed at 7%, and taxable income above R350 000 at 28%.
(effective for years of assessment ending on, or after 1 April
2012).
• Special economic zones will be introduced, with special tax
treatment for businesses within these zones.
• Incentives in the form of either a tax credit or a deduction will
be granted to developers to address the shortage of
affordable housing stock for middle-income households
above the income thresholds for RDP-type housing.
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National Budget 2012:
Corporate taxation

• A comprehensive review is being undertaken to determine which
grants should be exempt to avoid undue taxation (or unintended
additional administration). This review will result in an explicit
legislative list of exempt grants, updated annually, to improve
transparency and ease of administration.
• To limit excessive debt in businesses, government will enact a
revised set of reclassification rules deeming certain debt to be
equivalent to shares.
• In 2013, government will also consider an “across-the-board”
percentage ceiling on interest deductions, relative to earnings
before interest and depreciation, to limit excessive debt financing.
• Government proposes to introduce an offshore section 45 (i.e.
corporate restructuring) provision. The participation exemption will
be curtailed if the transaction indirectly strips value from a South
African multinational.
• Procedures, rates and times for all of the withholding tax regimes
for international investors will be streamlined, including the
adoption of a uniform rate of 15%.
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National Budget 2012:
Corporate taxation

• Learnership allowances will be further refined.
• The unintended tax impact of debt reductions in the case of debt workouts
(the treatment of debt cancellations or reductions as capital gain or
ordinary revenue) will be eliminated.
• Specific rules will also be required to address situations where creditors
agree to convert their debt interests into an equity stake as partial
compensation.
• The comprehensive rewrite of the Companies Act (2008) has given rise to
a set of anomalies in relation to tax, especially in the case of
reorganisations and other share restructurings. Tax changes (and
possibly changes to company law) will be introduced over a two-year
period. An immediate focus area will be share-for-share recapitalisations
of a single company.
• The taxation of financial instruments on a mark-to-market basis will be
expanded and revised. On-going changes can be expected in this area
over the next few years based on practical experience.
• The tax system for the short- and long-term insurance industry will be
comprehensively reviewed.
• The extension of the urban development zone incentive for buildings (new
and renovated), which is set to expire in 2014, is under consideration.
21

National Budget 2012:
Other taxes

• Ad valorem tax of 7% on aeroplanes and helicopters with a mass
exceeding 450kg but not 5 000kg, and of 10% on motorboats and
sailboats longer than 10m.
• Road Accident Fund levy increases by 8 cents a litre and the fuel
levy rises by 20 cents a litre (effective 4 April 2012), representing
a surprising 12.6% increase or more than double the expected
inflation rate.
• Electricity levy applied to electricity generated from non-renewable
resources increase by 1c/kWh to 3.5c/kWh.
• Government will eliminate the zero-rating of value added tax
(VAT) on interest earned on loans provided to non-residents.
• VAT treatment of indirect exports of goods by road will be
reviewed.
• The liability date to register for VAT will be clarified to streamline
the transition from a non-vendor to a vendor.

• A second version of the draft policy paper on carbon tax will be
published.
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National Budget 2012:
Other taxes - “sin taxes”

• Harsh increases in the taxation of spirits and, to a lesser extent, malt beer.

9c increase in tax on malt beer to R1.01
per 340ml can.
No change in the tax on traditional
African beer & beer powder.

Taxes on fortified and unfortified wines
increase by 17.5c and 13.5c,
respectively, per 750 ml bottle.
Sparkling wine tax increases by 42c per
750ml bottle.

Spirits tax increases by R6 to R36 per
750 ml bottle.
Tax on ciders and alcoholic fruit
beverages increase by 8.6c to 98c per
330ml bottle.

Tax on cigarettes will increase by 58c to
R10.32 per packet of 20.
Tax on pipe tobacco will go up by 24c to
R3.22 per 25g.
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National Budget 2012:
Tax administration

• The Tax Administration Bill is expected to be promulgated and most
of its provisions will be brought into force in 2012.
• High net-worth individuals will be a focus area for SARS in the
coming year.
• Modernisation efforts will shift to corporate income tax over the next
12 months, in terms of which SARS will improve its audit capability
and align declarations to IFRS where possible.
• Additional steps will be taken over the period ahead to achieve fully
integrated electronic customs capability.
• During 2012 a dedicated ombudsman for tax matters will be
introduced so as to provide taxpayers with a low-cost mechanism to
address administrative difficulties that cannot be resolved by SARS.
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National Budget 2012:
Tax research projects

The following tax policy research projects will be undertaken or
completed during 2012/13:
• Reforms to the primary, secondary and tertiary rebates in the
context of a review of the means testing for the old age grant, with
the intention of introducing a child and/or dependant tax
rebate/credit.

• Taxation of financial instruments (including derivatives).
• Long-term insurance companies – review of the taxation, accounting
and regulatory practices of the „four fund‟ system.
• Taxation of income from capital (interest income, dividends, capital
gains, rental) to be reviewed to ensure greater equity and minimise
opportunities for tax arbitrage.
• VAT treatment of public passenger transport.
• The implementation and importance of user charges and other fees.
• Taxation of transport fuels – review to determine the equitable
treatment of all transport fuels based on their environmental
characteristics (e.g. CO2 emissions) and energy content.
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National Budget 2012:
Sources of government revenue
• Government expects to collect R739 billion in tax revenue in 2011/12, or R10 billion more than was
budgeted in the MTBPS. Higher corporate income tax collection largely underpins this improvement.
• Personal income tax is expected to remain the single largest revenue source in the medium term.
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National Budget 2012: Expenditure
Spending focusing on jobs, infrastructure and
local government services
• Expenditure in 2011/12 basically in
line with budgeted amount (refer to
graph).
• Going forward, and in order to
support job creation, an additional
R6.2 billion has been allocated over
the Medium Term Expenditure
Framework (MTEF) to Public Works,
among others.
• Funding for physical infrastructure
receives a further R14 billion over
the next three years, while
economic support gets an additional
R9.2 billion.

Economic classification of expenditure (R billion for
2011/2012 and % over/under spend)

Payments for
financial assets
0.4%

Payments for
capital assets
-1.0%

Transfers to
households
0.0%

Compensation
of employees
2.0%

Other transfers
and subsidies
0.2%
Other current
payments
-0.8%

• In an effort to improve local
government services, an additional
R10.6 billion will be made available
over the MTEF.
The percentages on the graph refer to estimated % over-or under- spend compared to the
budgeted amount
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National Budget 2012: Expenditure
State debt cost driving spending increases

•

Total government expenditure rises
by 8.4% in 2012/13 to R1 trillion, with
the largest contributors being:
–

Functional classification of expenditure
(size of „pie slice‟ reflects relative R billion spend for 2012/13,
while % change relative to 2011/12 is captured within)

State debt cost (16.6% rise, R12.7
billion increase);

–

Social protection (9.1%, R13.1 bn);

–

Education (6.4%, R12.8 bn);

–

Community development (13.5%,
R7.7 bn);

–

Health (7%, R8 bn).

•

Compensation of employees (wages
& salaries) expected to moderate to
33.5% of total expenditure in 2012/13,
from 33.9% in 2011/12, and to
decline further to 32.1% in 2014/15.

•

Municipalities
underspent
their
budgets by R16.7 billion in 2010/11.

Other
9.9%

Public order
and safety
Economic affairs
8.2%
1.3%
Housing and community
development 12.1%

Social
protection
9.1%
Education
6.4%

Health
7.0%
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National Budget 2012: Expenditure
Education, health and social protection
• Below average increases in education and health budgets to reduce their relative shares of overall expenditure.
2012/13 education expenditure by:
Public entities
8%
Provinces
79%
National
departments
13%

2012/13 education expenditure on:
Compensation of
employees
62%
Other
24%

Goods and
services
9%
Capital
expenditure
5%

2012/13 health and social protection
expenditure by:
Public entities
14%

Provinces
46%
National
departments
40%

2012/13 health and social protection
expenditure on:

Compensation of
employees
27%

Other
55%

Goods and
services
15%
Capital
expenditure
3%
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National Budget 2012: Expenditure
Economic infrastructure and capex spending

2012/13 economic infrastructure expenditure by:

Public sector capex by sector 2012/13

Public entities
45%
Provinces
36%

Other
economic
services
5%

National
departments
19%

Other
4%
Transport and
logistics
31%

2012/13 economic infrastructure expenditure on:
Goods and
services
27%
Compensation of
employees
14%

Capital expenditure
28%

Water and
sanitation
10%

Social services
15%

Energy
35%

Other
31%

31

National Budget 2012: Expenditure
Provincial equitable share allocations

• Provincial allocations through the
equitable share methodology will be
increased by R15 billion over the
next 3 years.
• This increase covers higher than
budgeted wages and education
related
developments
(e.g.
expansion of grade R in public
schools, extension of no-fee
schools, subsidies to early childhood
development centres).
• Over this period, a further R3.5
billion will be added to the provincial
health conditional grants for hospital
revitalisation, piloting the national
health insurance district health
services and the expansion of HIV &
Aids programmes.
• Expanded public works grants have
been simplified to provide certainty
and create more jobs.
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National Budget 2012: Expenditure
Continued strong public sector capex spending
• Projects worth a total of R3.2 trillion are under consideration, although not all will be implemented.
• Total infrastructure expenditure is estimated to total R844.5 billion over the next three years.
• Under-expenditure of select SOEs in 2010/11 relative to capex budget: Transnet 5.8%; Eskom 15.4%;
Central Energy Fund 98%; Trans-Caledon Tunnel Authority 91.1%.

Public sector capex estimates by sector

350

R 284.6 billion

300

R billion

250

R 297.6 billion

R 262.3 billion
R 226.6 billion

200
150
100
50

0
Energy

2011/2012
Water and sanitation

2012/2013
Transport and logistics

2013/2014
Other economic services

2014/2015
Social services Other
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National Budget 2012: Expenditure
National investment plans

• A number of large interconnected projects are
likely to be developed across various parts of
the country, including:

•

–

Limpopo & Mpumalanga: rail, road & water
infrastructure to support mining & beneficiation;

–

Durban - Free State – Gauteng: freight rail
improvements, rail capacity expansion for coal
to Richards Bay;

–

Eastern Cape: improving agricultural and
industrial exports, new dam, water, sanitation,
road, housing and airport improvements;

–

North West: water, roads & electricity projects;

–

Expanding iron-ore rail capacity from Sishen to
Saldanha, developing manganese rail capacity
to Ngqura port.
Timely implementation of infrastructure projects
is imperative, to inspire confidence in the capex
programme, lead to private sector investment
activity and job creation.

Source: The Presidency
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National Budget 2012: Expenditure
EDD and DTI allocations

Economic Development Department
expenditure

Department of Trade and Industry
expenditure

700

8

600

7
6

400

R Billion

R Million

500

300
200

5
4
3

2

100

1

0
2011/2012 2012/2013 2013/2014
Economic policy development
Economic planning and coordination
Other

2014/15

0
2011/2012

2012/2013

2013/2014

2014/2015

Industrial development: incentive administration
Industrial development: policy development
Broadening participation
Other
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Budget Review 2012:
Initiatives in support of business sector
and/or industrial development

• Introduction of economic competitiveness and support package (R9.5 bn
over MTEF, R25 bn over 6 years) to promote business growth and job
creation, including measures in support of:

– Development of special economic zones (R2.3 bn for their financing);
– Companies in distress;
– Skills and technology improvement in agriculture (e.g. R150 million
for research, facilities improvement, equipment acquisition and
enhanced student intake at provincial and rural agricultural colleges;
R400 million to Agricultural Research Council) ;
– Mining beneficiation (e.g. R150 million for the Council for Mineral
Technology aimed at mineral projects incl. rare earth pilot plant, metal
atomising plant, mining discharge & exposed rocks facilities, semiprecious gemstones);
– Renewable energy;
– Manufacturing competitiveness enhancement programme under
IPAP (R5.8 bn in enhanced financial support).
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Budget Review 2012:
Initiatives in support of business sector
and/or industrial development
• Manufacturing Development Incentives to increase from an adjusted
R1.8 bn in 2011/12, to R3.2 bn in 2012/13, R4.1 bn in 2013/14 and to
R4.7 bn in 2014/15.
• Procurement Accord entered into with business and labour.
• Incentives for BEE and designated local supply sectors under
governmental procurement rules.

• Development of a support programme in capital goods sector,
leveraging on large state procurement programmes.
• Support for technology investments via R&D tax incentives, as well
as through partnerships between science councils and industry
players.
• Venture capital incentive for junior mining companies.
• Simplification of tax regime (cutting red-tape) and tax relief for micro
and small businesses.
• Establishment of a new small enterprise financing entity as a
subsidiary of the IDC (through a merger of Khula, SAMAF and IDC
small business funding), in support of New Growth Path objective of
growing SA economy‟s small business sector.
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Budget Review 2012:
Energy and environmental protection
•

R4.7 billion for solar water geysers.

•

Additional revenue generated from 1c/kWh increase in electricity levy
generated from non-renewable sources to a total of 3.5c/kWh will be used
to finance energy-efficiency initiatives (e.g. solar water heater programme).
This will substitute current funding mechanism under Eskom‟s annual tariff.

•

A national green fund capitalised with R800 million over a two-year period
will be initiated in April 2012 to support green economy initiatives.

•

Draft policy paper on carbon tax will be published in 2012, with proposed
features including:
–

Phasing-in of the pricing of CO2 equivalent emissions, at R120 per ton
above suggested thresholds with effect from 2013/14, followed by 10%
annual increases until 2019/20;

–

Percentage-based, instead of absolute emissions thresholds;

–

Basic tax-free threshold of 60%, with a higher tax-free threshold likely
to apply for process emissions (taking into account the limitations of
cement, iron & steel, aluminium and glass industries), as well as for
trade-exposed sectors;

–

Additional relief for firms that reduce carbon intensity in 1st phase;

–

Revenues likely to be destined for environment related initiatives.
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Budget Review 2012:
Agriculture and land affairs

• Additional allocation of R1.9 billion to the Department of
Agriculture, Forestry and Fisheries (DAFF), taking its mediumterm total to R18.1 bn.
• Additional R995 million made available to DAFF for the
Comprehensive Agricultural Support Programme.
• As previously mentioned, R150 million made available to
provincial and rural agricultural colleges under the economic
competitiveness and support package.
• Settlement of 4,000 restitution claims prioritised by the
Department of Rural Development and Land Reform over the
MTEF period.
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Budget Review 2012:
DFIs in support of the New Growth Path

• A 57% growth in the combined asset base of DFIs from 2006/07 to 2010/11 supported a 58% rise in their
developmental lending (i.e. from R42.4 bn to R67.1 bn, respectively).
• Over the next 4 years, DFIs are anticipated to require R90.2 bn in loan funding (R79.1 bn of a long-term nature),
almost 45% of which to be sourced in foreign markets, including multilateral institutions.
Projected major sources of funding for development finance institutions
R billion

2010/11

2011/12

Outcome
Domestic loans (gross)

Budget

2012/13

Revised

2013/14

2014/15

2016/17

Estimates

7.6

11.8

8.6

10.5

20.4

19.2

9.5

Short-term

2.9

2.7

2.9

2.1

3.5

3.5

2.0

Long-term

4.7

9.1

5.7

8.4

16.9

15.7

7.5

1.3

4.2

6.9

3.4

9.7

9.8

7.7

1.3

4.2

6.9

3.4

9.7

9.8

7.7

1.3

4.2

2.4

1.2

0.8

1.0

2.0

8.9

16.0

15.5

13.9

30.1

29.0

17.2

Domestic loans

85.4

73.8

55.5

75.5

67.8

66.2

55.2

Foreign loans

14.6

26.3

44.5

24.5

32.2

33.8

44.8

Foreign loans (gross)
Long-term
Of which:
Multilateral
institutions
Total
As percentage of total:
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Budget Review 2012:
DFIs in support of the New Growth Path

• IDC plans to invest R107 billion over the next 5 years in industrial
development.

• DBSA‟s developmental lending activity over the next 5 years is
projected to total R77.4 billion. Greater role in funding/co-funding
regional (SADC) infrastructure projects.
• R1 billion to Land Bank over medium term as part of its remaining
recapitalisation over the medium term. Other funding options being
explored, including access to cost-effective funding from multilateral
institutions (e.g. African Development Bank).
• Government is considering rationalising the National Housing
Finance Corporation (NHFC), the National Urban Reconstruction
and Housing Agency (NURCHA) and the Rural Housing Loan
Fund. The latter two housing DFIs will be recapitalised to the tune
of R200 mil and R52 mil, respectively, over the medium-term.
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Concluding remarks

• Prudent, yet constructive fiscal management in order to
sustain the recovery, set the economy on a higher growth
trajectory over the longer term and generate employment.
• Progressively lower deficit projections despite slower than
anticipated economic growth is a reflection of SA‟s sound
fiscal practices and thus confidence building.
• SA‟s indebtedness metrics place it in a very favourable
category from a global perspective. Reduced public sector
borrowing over the medium-term, relative to previous
projections, will keep the debt-to-GDP ratio at comfortable
levels.

• Visible shift in favour of capital expenditure programmes to
remove existing infrastructural constraints and unlock the
growth potential. This is accompanied by a relative
containment of growth in current expenditure.
• Critical, however, is the timely roll-out of infrastructure
projects and effective local procurement.

44

Concluding remarks

• Strong emphasis on new taxation mechanisms or instruments,
on closing tax loopholes and preventing tax avoidance.
• Overall increase in taxation, especially with respect to the
corporate sector.
• Although encouraging steps have been taken, support to the
micro and small business segments could be taken further.
• Some relief on the taxation of lower income earners and
welcomed encouragement of savings propensity.
• Inspiring tax concessions for the development of special
economic zones and other forms of support for industrial
development and competitiveness improvements.
• The building blocks for improved environmental and resource
management, as well as for the greening of the economy are
being put in place.
• The future taxation of carbon emissions is taking shape, with
serious implications for business enterprises as well as
individuals. This will lead to changes in production and
consumption behaviour patterns over time.
• No additional exchange control relaxation measures announced.
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