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Speech for a People’s Finance Minister.
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HONOURING OUR DUTIES TO REALISE HUMAN RIGHTS AND SOCIAL JUSTICE – THE
PEOPLE’S ALTERNATIVE BUDGET SPEECH
25th February 2014

Honourable people of South Africa,
Good morning to you all, sanibonani nonke, molweni, dumelang, goeie more.

Introduction
I have the honour to present to you the first People’s Budget Speech. This Budget is dedicated to
Nelson Mandela and all those who fought and died for equality and dignity in South Africa, and
those who continue this fight until today.
In the 20th year of our democracy, after careful thought and study of the results of previous
Budgets, we have decided to take a fundamentally different approach to Budget 2014.
We want to admit our past mistakes in the way we have budgeted in South Africa. I draw on the
words of the late, great Martin Luther King, African American civil rights leader. It is obvious that
we have given, in so far as the poor and marginalised in South Africa are concerned, a bad cheque,
a cheque which frequently comes back marked ‘insufficient funds’.
We believe that it is time that all in South African get handed a cheque that can and will be cashed,
that will give especially the poor and marginalised their fair share in the riches of our country. This
is the approach we are taking for our 2014 People’s Budget Speech.
We have taken time to reflect on and study the outcomes of austerity policies, as well as some of
the main economic ‘fundamentals’ that have been implemented around the world … and have seen
how they have failed. We have seen how they have created greater inequality and social instability.
We recognise that our struggles are not unique, and that we are part of a global community
struggling for equality and dignity in terms of sharing global resources.
We have seen people’s everyday struggle for dignity, equality, and opportunity – and the ways in
which they expressed their concerns from the Arab Spring that swept from Tunisia to Egypt, the
Occupy Movement in the United States, United Kingdom and France, and recently also the mass
marches and student protests in Brazil and Chile over social spending.
South Africa is not immune to these uprisings. In this context we admit the mistakes we have made
– mistakes that have led to communities having to take to the streets to be heard.
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In our approach to this year’s Budget we stress that we are not unreasonable. We accept that we
cannot live indefinitely beyond our means or beyond what is safe or sustainable for the
environment.
But what we also have to accept, is that we have a duty to meet people’s needs. In fact, in South
Africa this duty is impressed upon all of us by our supreme law – our Constitution.

The Constitutional duty to meet people’s needs
We have a duty to allocate budget and human resources fairly; to provide quality education in the
shortest time possible; to ensure safe and clean neighbourhoods; to create employment and to
‘progressively realise’ (that means steadily improve) certain constitutionally enshrined rights that
are key to people’s ability to live.
In short, we have to deliver a cheque that can be cashed in order to narrow inequality.
We call on the international community and the business community in South Africa and abroad to
support the measures we outline in this Budget. We ask them to accept that the only course to
growing our economy is one where government must play an active role as guided by the
Constitution, and according to which we will utilise our resources to make South Africa better for
all.
We also recognise that there is no single blueprint or right way for effective fiscal and monetary
policy and economic growth in the world.
What we call for today is a transformation of the Budget.
We acknowledge that what we call for is no easy task, but nevertheless it is one of the most
important tasks ahead of us.
To that aim, we call on all South Africans to seize the opportunity to engage with this Budget. You
must hold us accountable:
-

-

when a child in grade R drowns in a poorly-maintained toilet;
when children from poor backgrounds are educated without text books, desks, safe places
for learning - and then expected to compete for jobs on equal terms with those who go to
excellent, functioning schools;
when caring rural doctors cannot provide life-saving oxygen and medical care due to lack of
equipment and essential medicine;
when mine workers or farm workers die while exercising their right to demand a living
wage;
when mothers cannot afford to feed their children;
when women cannot feel safe in their neighbourhoods;
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when unscrupulous businesses extend reckless credit and enrich themselves from debit
deductions off the bank accounts of social grant beneficiaries;
or when a municipality shuts off water supply.

Communities across South Africa are well within their rights to take to the streets peacefully to
demand better services and have their voices heard.
We also admit to our mistakes in letting these demands go unheard and services still not delivered.
We stand here before you to acknowledge the rights of those living in Sebokeng, Uitenhage,
Bronkhorstpruit, Hebron, Marikana, De Doorns and across the whole of South Africa.
We acknowledge that something is fundamentally wrong. It should happen no more! We will no
longer be blind to your needs. That is why I am here to present you with an alternative to restore
your faith in Government.
How will we do it?
Before I answer this question, I wish to say a few words to the privileged in South Africa. According
to the current economic policy, the status quo is that you stay very rich and the majority of South
Africa stays poor. We believe that there is an alternative, but that it requires a change of approach.
Staying on the current course will undoubtedly bring greater social, economic and political
instability. Adhering to market fundamentalism to support economic privilege only for some has,
and will continue to have, multiple costs: unemployment, crime and instability, as well as
environmental degradation.
If we seize the moment and change our approach, we can create an economic approach that takes
us to a more stable, equal society: one that will reduce costs, immediately create quality jobs for
both young and old, boost the economy, protect the environment and put us on a path to equality,
social justice and the transformation provided for in our Constitution.
I ask the wealthy to accept the necessity of following this new path, and to work with us to achieve
it, for the sake of their own futures as well as everyone else's.
To this end I announce the following measures to bring more resources into the public purse:

A Focus On Corruption And Financial Mismanagement
Firstly, as was outlined last year in the Medium Term Policy Budget speech, it is incumbent on the
public sector to reduce our own wasteful and avoidable costs with restrictions on air travel, car
hire, accommodation, catering and conference budgets.
The measures implemented to curb extravagant expenditure are likely to save the people millions
of rands. But more importantly, cutting such wasteful expenditure sends out an important signal:
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that those of us in the public sector, whether we are political representatives or civil servants, will
act responsibly to ensure that the people’s money is not plundered.
But since this moral appeal will not be enough, public officials will not be allowed to be engaged in
business with the State and derive from it a side income. To prevent the use of insider information,
the existing assets of someone elected or appointed into office will be protected but may not be
touched during his or her term of office. This will apply MPs, MECs, mayors, directors-general and
all others in public service.
Secondly, we acknowledge and will act upon the Auditor-General’s call for government to stop the
bleed of public funds due to corruption and financial mismanagement. In 2013 alone we lost R26.4
billion due to irregular expenditure.
We further note the Auditor-General's finding that only 5% of local governments have been able to
account, at standards we expect, for how they have spent the public’s money. It is no wonder that
we see failures in terms of safe and reliable water supply and sanitation, erratic refuse
management, badly maintained public buildings and roads, and poor safety and security in our
neighbourhoods.
We should hold local government politicians accountable for this, especially when we approach the
2016 local government elections.
We recognise that the fight against corruption and financial mismanagement must be addressed by
both the public and private sectors. Corruption in the public sector comes at a cost for both the
private and public sector.
Indeed, corruption and waste are to a large extent the result of a public-private partnership:
corruption thrives where the public sector is underfunded, understaffed and withdraws from its
service delivery responsibility. It also thrives when the public sector increasingly relies on private
companies to deliver the services it should be delivering itself, and in the absence of strong
government regulation.
Since we have started to address the cost of consultants used by government, we will now turn our
attention to our bloated tender system as well.
This brings me to my next point, namely taxation.
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Tax Justice For All
We are reviewing the way in which we raise money through our tax system to provide for public
services.
After 20 years of democracy, there is growing recognition within South Africa and around the world
that raising enough revenue through a good tax policy is better for economic growth and for
stimulating job creation than the obsession with tax cuts.
We all pay tax. When you purchase groceries, you pay value-added tax (VAT), and if you earn more
than about R6 000 per month, you pay income tax.
But some of us can afford to pay more tax - and will still be left with enough money to maintain
comfortable lifestyles, even when paying more towards the public purse. All of us - rich or poor benefit from public services, and we should all contribute, according to our ability to pay, to the
delivery of services needed by all South Africans.
So we need to tax the rich so that the poor can live better lives. We have to admit that since 1997
we have been implementing a tax regime that was inappropriate, inequitable, and regressive. For
instance, some taxes are disproportionately borne by poor communities. Take the case of VAT:
where it applies to the purchasing of basic, healthy foods such as vegetables and fruit, the taxation
makes it very expensive for poorer households relative to wealthier ones.
Without raising sufficient funds, government cannot pay for the goals it sets itself and the promises
it makes to you, the people. It is time to end the fantasy that we must do more with less.
We will create a more equitable tax regime and create a macro-economic policy that is fair and just.
A starting point would be to scrap the 25% national tax rule mentioned in the Budget speech two
years ago, and which is a ‘rule’ adopted voluntarily in the past by this government. We believe we
need a tax to Gross Domestic Product (GDP) ratio of at least 30%.
Increased taxation of this country’s wealthy to ensure the provision of services will not make us
exceptional: any country collecting less than 35% of its GDP in taxation is a low-tax economy. The
European Union average is 35.6% of GDP. Please note that I use this example to provide an
indication of what is possible, not to suggest that we have a specific goal in this regard.
We will also review personal income tax policy for 2014/15. If we hadn’t cut taxes every year for
the past 14 years, the personal income tax alone would have raised additional taxes totalling more
than R125 billion last year. This is more than the total public health budget in 2012/13!
Last year, a person who earned R800 000 per year would have paid about R70 000 more in tax if we
had kept the personal income tax on individuals earning at such an income level to the same rates
as 14 years ago.
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Why do I call for a review of personal tax policy? We believe that if the wealthiest people in the
country, namely those earning more than R5 million a year, were taxed according to their ability to
pay, government could raise an extra R100 billion per year. Only 2 200 people with an income of
over R5 million appear in the tax registers of South African Revenue Service (SARS). But annual
studies tell us that 50 000 people or more with such an income live in South Africa.
Two years ago, SARS found 20 000 of such high-income individuals registered at one single financial
institution and another 10 000 in other institutions: people who could afford to save R1 million
every year. We now say to those people that it is time to start paying their fair share of taxes and
help South Africa to become a great country for all who live in it.
In addition, we will implement initiatives to curb individual and corporate tax evasion to ensure a
broader tax base and that the different sectors pay their fair share. Companies and individuals who
are not up to date with their taxes should be held accountable, and if necessary face the full force
of the law, because essentially they are stealing from the people of South Africa. That is
unacceptable!
And of course, this also holds for members of government. We are certainly not biased against the
private sector and expect that those in the public sector pay their taxes like any other citizen. We
know that many of them earn in excess of R2 million a year.
South Africans deserve a fair and progressive tax regime where those businesses and households
with the highest profits and incomes contribute their fair share.
We will support SARS in their efforts to ensure that international companies doing business in
South Africa also pay their fair share for their use of our minerals, water and other natural
resources, roads, schools, and human capital. We also ask for your support towards implementing
regulations that block the use of tax havens like Barbados and British Virgin Islands.
The Tax Review Committee established in 2013 has our full support.
Tax reform will enable government to broaden the revenue side of the Budget and make available
the necessary resources for key policy areas such as health, basic education, housing and rural
development. Important programmes needing additional funds include national health insurance,
school and hospital infrastructure, developing a more inclusive rural economy, and improved public
transport systems in our cities and towns.
In short, tax reform will contribute towards effective public service delivery benefiting both rich and
poor South Africans.

7

People’s Budget Speech

2014

The Budget Deficit
South Africa cannot live beyond its means. We are part of a global community and global economy
and we must carefully consider and manage our budget deficit.
When I speak of the budget deficit, I speak of how much the South African Government is
increasing what it owes - its debt - to local and international lenders during one budget year. Where
we experience a shortfall between the money we raise through tax and our other small incomes
and the money we have to spend to meet our constitutional obligations, we have to borrow money
to ensure that government spending is adequate.
However, South Africa faces plenty of deficits and not just a budget deficit. We should also consider
deficits relating to unemployment and infrastructure, particularly social infrastructure such as
schools, libraries, community play grounds, clinics, and access to electricity, affordable clean water,
and sanitation. In addition there are deficits relating to our investment in future generations with
respect to nutrition, quality of education, employment opportunities and the preservation and
protection of the environment.
While waiting for our efforts to increase the tax revenue to bear fruit, South Africa also needs a
much more expansionary fiscal policy. By this I mean we need to build government’s capacity to
deliver its service delivery goals. We, the South African Government, need to do more.
Therefore after hearing the recommendations of the People’s Budget Campaign in 2012/13, we will
have to allow for higher deficits over the next three years. This calls for a revision of last year’s
deficit of 6% of GDP. Doing so would not make South Africa exceptional: recently the United States,
the United Kingdom, France and India have all had budget shortfalls in excess of 8% of GDP.
However, if we were to raise our deficit by a mere 2 percentage points, the people would have an
extra R67 billion per year to fund long-term social projects.
We believe that by ensuring that state spending is productive and efficient, combined with tackling
corruption and financial mismanagement, deficit spending will help us build up the economy and
establish the human capacity needed for a productive South Africa.
An option available to us is also to turn to the available domestic funds from which we could
borrow. The Unemployment Insurance Fund (UIF) has been underspending its contributions for
many years and is currently at about R11 billion per year, so that the Fund is sitting on over R50
billion lying idle and waiting to be harnessed to build up the economy. The Public Investment
Corporation (PIC) for pensioners currently manages funds exceeding R1.5 trillion, and sometimes
does so by taking great risks: close to the entire government budget for 2014/15.
Finance from these sources could be used to offset borrowings from abroad and on the market at
high interest rates that change with the whims of the international financial market and the
demand of distant speculators.
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We will borrow what we need from these funds at an interest rate positioned somewhere in
between the inflation rate and the real growth of our economy. This means that the loans we take
from PIC for example will be taken at about 7% bearing in mind that the interest rate will be
regulated.
What I call for should not be misconstrued as living beyond our means. We have to manage the
public purse carefully in our quest to promote human dignity achieve equality, and protecting
human rights and freedoms. But again, we will need global solidarity. I call on our regional partners,
our BRICS partners, international and local investors and big business to support South Africa in its
quest to put its people first.
Just a quick scan of the figures I have so far mentioned means we should expect to raise an
additional R300 billion in real terms, assuming that we have modest growth in our economy
compared to the Budget we have tabled for the past years. This amount is more than the
consolidated health and social spending allocated last year, and would go a substantial way to
allowing us to implement some of the vital programmes I will describe in more detail later.

A People’s Budget
The changes we envisage to the public purse however also imply that we review how we develop
our national, provincial and local budgets. In line with international best practice, it is time that
Treasury takes a leading role in supporting departments to move away from historical or
incremental budgeting favouring wealthier provinces, and wealthier neighbourhoods in urban
centres rather than rural centres.
We will assist departments and programmes to plan for and develop needs-based budgets that deal
progressively with service delivery backlogs in under-served urban and rural areas. We can no
longer expect to spend the same amount of rands in Gauteng as we do in Mpumalanga, or in the
same in Camps Bay as we spend in Langa. We must account for real costs of delivery in a remote
rural setting versus the costs in wealthier-resourced province. We must factor into account the
costs of service delivery in our townships versus that in our suburbs.
In order to ensure that we are planning and budgeting in ways that will reduce poverty, promote
gender equality, continue to reverse the spread of HIV and AIDS, and lower the mother and child
mortality rates, we must implement gender-responsive planning and budgeting.
We also recognise that the way we budget can narrow or widen the gender gap in areas such as
salaries, health, education, and nutrition. We must ensure that we collect the necessary
disaggregated data to understand the impact of our budgets on women and men. Given South
Africa’s history, we can ill afford to budget as we have in the past. By factoring in accurate data
relating to gender, we will be better able to develop our budgets according to real needs, rather
than according to how we have budgeted in the past.
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While South Africa ranks in the top three globally for budget transparency at the national level, this
has not translated into budget transparency at provincial and local levels, or greater public
participation in the budget process. Decisions around the raising and allocating of resources cannot
and should not take place in a vacuum. In order for this Government’s policies to be successful, it is
critical that civil society and communities are involved in allocation decisions and operational
matters.
I commit to the principles of open government and will ensure that people have access to more
detailed and timely budget and service delivery information about matters that affect them
directly.
We need meaningful community budget awareness and participation. We need democratic
structures that take part in allocation of resources, and that step in to reform the workings of a
failing state when needed.
I therefore call on civil society, social movements, organised labour, and members of the public to
engage on these issues on an ongoing basis and not only when the national Budget is presented.
This is an important way to cut the dramatic levels of unauthorised, fruitless and wasteful
expenditure reported by the Auditor-General (AG) every year.
Honourable Members of the Public, I will now turn to some specifics.

Take South Africa off Austerity Autopilot
Last year I ensured that the public sector was on austerity autopilot. In October, I described a public
sector that demanded a smaller share of gross domestic product or GDP until 2016/17. When I say
gross domestic product, I mean ‘Imveliso Isizwe Iyonke’, or the total produce of goods and services
in South Africa in rand value.
What I presented to the public was a plan where government plays a smaller role in the production
of goods and services in South Africa.
This was a mistake.
South Africa’s Gini coefficient, which is an internationally-accepted indicator for inequality, is one of
the highest in the world, and has increased since 1994. This calls for our Government to intervene.
The Budget of R1.2 trillion which we tabled in 2013 to be spent by national, provincial and local
government, and which would have grown to R1.3 trillion in 2015/16, is unlikely to deliver the
services we need. Given the need for services in health, education, social development and safe
and clean places to live, I will now be outlining a spending plan that provides for a public sector
capable of playing a bigger role in the economy and reducing inequality.
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As I have already explained, there are various ways in which we can raise extra resources to ensure
we have a capable state.
One option is to increase the budget deficit, not decrease it from 4.8% to 3% of GDP as outlined in
the Medium Term Budget policy statement of 2013. The 3% goal was something we adopted from
the European Union, and which to date has no deeper scientific study underpinning it. It was a
political slogan we adopted without reflecting on the true needs in South African.
We will maintain responsible public sector borrowing, and not cut it from 7.1% to 5% of GDP over
the next three years. We cannot do so by turning to the stormy financial markets where South
Africa loses out to the demands of profit-greedy finance. We will turn to funds under government
control, and temper the present quest for a short-term increasing of financial returns of these
funds.
Our mistake in the Medium Term Budget Policy statement was to believe that we are currently in a
position to cut public spending and ensure that we live within our means.
A government budget is not like a household budget. We have more options available to us. We
believe that given our Constitutional responsibility, we cannot, and should not, limit real growth in
non-interest public spending to 2.6%. We can no longer limit the amount of money we allocate to
delivering key social services in order to allay foreign investors and credit rating agencies.
In the name of Nelson Mandela’s vision, I call on foreign investors and credit rating agencies to
support South Africa in her pursuit for greater social equality and social justice.
Growth is a problem in South Africa, not deficits. Austerity and budget cuts are not the answer. I do
not dispute that we as Government need to focus on better use of existing resources, but this does
not justify failing to raise overall government spending beyond 2.6% per year. In fact, we now
recognise that austerity, or asking government to do more with less, provides just the opposite of
growth and pulls much-needed spending out of the economy just when it is needed most.
Currently, the South African economy and society are structured in such a way that global and
domestic elites are doing good business and living well, while the rest of the population struggles to
find employment, safe drinking water, good education and health care, safe public transport and
food security.
The global elites and tourists and their local South African allies are using South African resources to
boost their profits and move their wealth outside of the country. As Economist Ben Fine argues,
South African post-apartheid economy has been dominated by a range of identifiable features
these include:
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Firstly, large global companies such as Walmart or Mittal are benefiting disproportionally
from South African resources, while keeping the profits outside of South Africa. There was
also the recent PharmaGate scandal involving big pharmaceutical companies.



Secondly, international and domestic financialisation is another issue of concern. It involves
the increasing role of banks, stock exchanges, financial elites and institutions in illegal
capital flight, where companies and individuals working in South Africa take their money
outside of the country – sometimes to a value exceeding 20% of South Africa’s GDP. In a
recent study by Wits academics, mining was found to be the main culprit, with outflows of
an estimated $31.68 million or R346 million at the time of writing the speech. This amount
could have contributed significantly to the economy and public purse.



And thirdly, let us not forget the BEE creation of a parasitic elite through incorporation into
the private sector, through mineral rights and tenderpreneurship coupled with weak public
monitoring and oversight because lack of funding. Indeed, a strategy that emphasises junior
partnership with old-wealth apartheid money cannot bring the broad transformation we
need to see in South Africa.

Today, I commit to taking off the autopilot and place South Africa on a different macroeconomic
trajectory. I envision a macro economy where public investment is high, and where private
investment is high, in particular local investment - where we hope that both public and private
sectors ensure decent jobs with decent wages, where employment is fostered by investing in local
industry, and where South Africa’s involvement in the global economy leads to real investment and
productivity.

Keeping our eye on the Constitution – Budgeting for Social Infrastructure
As I have already pointed out, scaremongering by ratings agencies, media pundits and big business
does not take into account that South Africa faces plenty of deficits, not just a budget deficit.
Fixing these deficits demands a national, provincial and local budgets to pay for the world we want,
and not a plan that expects South Africans to do more with less. This means increasing, in real
terms, the baseline allocations towards health, basic education and social development.
South Africans have for too long experienced long queues at clinics, regular medicine shortages,
poor upkeep and maintenance of school buildings, and poorly functioning to non-existent
emergency medical services in Gauteng, Limpopo and the Eastern Cape, to name but a few
examples.
In the past, we have failed to outline spending priorities that are truly geared towards addressing
the ongoing downward slide in the quality of key social services such as health, basic education, and
access to basic services such as electricity, drinking water, and sanitation.
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We do recognise the need for increased spending on major infrastructure projects, but we must
ensure that spending on such projects does not take place at the expense of day-to-day goods and
services and the filling of essential mid to low-level posts in the public service. In fact, failing to
budget adequately for goods and services and the recruitment and retention of essential public
servants could undermine the goal of creating a capable state.
I now turn to the following specific Budget allocations for 2014/15:

Health
We admit that we have not yet provided a clear financial commitment towards the resources
needed to expand and improve health services. Even if there still isn’t a published White paper on
the National Health Insurance (NHI), or the often-discussed Treasury paper on financing a National
Health Insurance Fund, we cannot deliver a 2014 Budget that does not allocate the resources
needed to reform the South African health system.
Over the medium term, the consolidated health budget allocation will increase on average, in real
terms, by approximately 1% in 2016/17 with an estimated budget of R164 billion by 2016/17. It is
time that we review this allocation to ensure that we are investing in reforming our health system.
In other words, this means that we have expected our health workers to do more with less –
resulting in absenteeism, burnout, and loss of skills among health workers in the public sector,
particularly in our rural areas.

Fix the Provincial Health Budgets
Without a doubt the current crisis in health services in the Eastern Cape, which has been
highlighted by the Eastern Cape Health Crisis Action Coalition (ECHCAC) is linked to the year-onyear slowing of expenditure towards health services in that Province as well as other provinces. We
will, as a matter of urgency, ensure that any measures to cut costs will not be at the expense of
social services and I now recommend an above-inflation budget increase of more than 2.4% for
Health on top of baseline allocations for the 2014/15 financial year.
Resolving the ongoing crisis in the Eastern Cape is not only the responsibility of the Provincial
Department of Health, but our responsibility too. For far too long have our budgetary decisions
been based on crude measures of efficiency and performance based on how well a department
balances its books. While efficiency and good financial management processes are certainly
fundamental principles of accountable governance, we realise that historical and incremental
budgeting continues to act against achieving the Constitutional imperatives of equity and access for
all. The sad truth is that most provincial health departments, which are the primary providers of
services in the public sector, continue to fail to deliver on their core constitutional obligations. This
is particularly acute in the Eastern Cape and Gauteng, closely followed by the Free State,
Mpumalanga and Limpopo.
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Mismanagement of the health system and rampant corruption has meant that budgets are no
longer sufficient to support the full range of health care services that provinces should provide. A
good start would be to start taking swift and decisive action against those officials who continue to
loot the public health purse for their own gain. Dealing with corruption would rescue billions of
rand and go a long way in improving access to health through better management of resources.
We can no longer tolerate a budgetary system where provinces and districts that are the most
rural, most deprived, and in greatest need, continue to receive the smallest share of public funds
relative to historically better- resourced areas. It is untenable that 20 years into democracy,
provinces such as Gauteng and the Western Cape continue to benefit from allocations that are
based on apartheid era health budgets. In contrast, provinces like Mpumalanga and Limpopo,
where there was little health infrastructure to speak of in 1994, have to make do with per capita
primary health care allocations that are more than R200 less than the national average.
These structural inequities exist within provinces too. In the Eastern Cape, the Nelson Mandela Bay
and Buffalo City metropols continue to receive as much as R500 more per capita for primary health
care than deep-rural districts like Alfred Nzo, Cacadu and OR Tambo, while having far greater access
to basic infrastructure and personnel.
It is for these reasons that, as a matter of urgency, we must reform our budgetary system in ways
that use need as the basis for the allocation of public funds. But this cannot simply result in
shrinking the budgets in one area to expand allocations in another; we need to look at the bigger
picture. It is therefore imperative that in the development of NHI financing mechanisms we are
cognisant of the need to increase financial resources in all areas of the public system. This will
necessitate drawing greater resources from the private sector in ways that promote equity
between the public and private sectors, as well as within the public sector itself. Already, we have
seen gains with reducing the cost to provide ARV from R313.99 in 2009 to only R89.37 per month in
2012.
In 2013 more than 2.4 million people living in South Africa were receiving anti retroviral treatment.
As a result, we have been providing increases in HIV and AIDS spending as a share of the total
health budget to where it would grow to approximately 10% of the total health budget in 2015/16.
We now believe that, in order to ensure that spending on HIV and AIDS does not crowd out other
spending priorities in the health sector such as employing community health care workers and
providing rural health, emergency medical services, reproductive, maternal and child health,
addressing non-communicable diseases and preventive and rehabilitative services, we must ensure
the health vote receives its fair share.
In addition, to ensure the success of our primary health care system, we commit to allocate
adequate resources to support the oversight and community accountability function of clinic

14

People’s Budget Speech

2014

committees. I also call on provincial leadership to ensure that they give their provincial health votes
a fair share.

Basic Education
Recently a grade R learner died tragically as a result of a fall into a pit latrine toilet at school. This
has put the spotlight back on the state of our schools.
Between August and September 2013 research by Equal Education found that in Tembisa, Gauteng
90% of high schools surveyed had insufficient infrastructure or a dysfunctional sanitation system.
Furthermore, it was found that, in over half of the schools surveyed, it was common for more than
100 boys or 100 girls to share a single working toilet. The World Health Organisation recommended
ratio of school toilets per child is 1 toilet to 30 learners. Clearly we are failing our children.
We are pleased to report that real spending on the average public ordinary school learner was 30%
higher in 2007 than in 1994, and that this trend has continued over the past four years with real
spending per student increasing. However, these increases are largely due to increases in
conditional grants - the majority of which are for school infrastructure at 54% and the school
nutrition scheme at 42%. Consequently, the general perception that South Africa’s spending on
public education is high, is wrong. Indeed according to economist Sean Muller at UCT:


South Africa ranks 85th of 152 countries in the amount spent per pupil in basic education
relative to GDP per capita.



Compared to the Organisation for Economic Co-operation and Development (OECD)
average, South Africa spends a full 12 percentage points less, as measured by GDP per
capita per pupil.

I take this opportunity to thank education activists, in particular Equal Education and SECTION27,
for ensuring that minimum norms and standards for school infrastructure were finalised with
regulations published in 2013 by the Department of Basic Education (DBE). The Treasury is currently
costing these norms and standards, which will be published before the budget vote of the Minister
of Basic Education.
However, the enormity of the infrastructure backlog is abundantly clear. We have too many schools
that continue go without electricity, water supply, safe classrooms, toilets, and playing grounds. It is
clear that there is an urgent need for this Government to review the time frames to meet minimum
infrastructure standards for all schools.
The 2013 Budget Review highlighted that the medium-term allocation of R8 billion will be used to
provide water to 1 257 schools, sanitation to 868 schools and electricity to 878 schools with 496
inappropriate structures replaced, of which 395 are mud schools. The education infrastructure
grant to provinces has allocated R23.9 billion over the 2013 Medium-Term Expenditure Framework
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(MTEF) to build, upgrade and maintain existing structures. This requires a firm commitment to
eradicate the infrastructure backlog.
Thus we now regard it as a mistake on our part to have approved budget reductions and
reprioritisations that saw spending reduced by R1.6billion (R650 million from the school
infrastructure backlogs grant and R1 billion from the education infrastructure grant) towards the
financial and physical planning sub-programme in the DBE as stated in Budget 2013.
This mistake led to a decision that all planned projects in the school infrastructure backlogs grant
be completed over a five-year period instead of three years. It is clear that South Africa’s children
cannot be asked to wait any longer, and it is time for us to put our money where it matters most –
to secure the future of our children.
As a result, I will urge Cabinet to task the DBE to outline clearly how they propose to overcome the
challenges they reported to Parliament in the provision of infrastructure relating to capacity of
contractors, and the challenges of delivery in rural areas.
I also call upon provincial administrations to demonstrate the political will, and much greater
accountability, to ensure project monitoring takes place and guarantees a return on our investment
with clean, safe schools where learners are able to reach their full potential.
I also welcome the call by SECTION27 upon private sector construction companies to assist
government in addressing the school infrastructure backlog. Twelve big construction companies
have admitted to bid rigging between 2006 and 2010 and benefitting enormously from state
construction tenders. It is time that these companies demonstrate their patriotism by assisting in
fixing our schools.
Over the medium term, the consolidated education budget allocation will increase in real terms by
approximately 2% in 2015/16. It is time that we review this allocation to ensure that we are
investing in the right things. We must also ensure that school governing bodies are appropriately
resourced to oversee the quality of education taking place in their schools.
In particular, we must increase funds directed towards special needs schools and integrated schools
that accommodate disabled and learning-challenged learners. We are failing too many children
with disabilities and robbing them of the right to equality and the basic education entrenched in the
Constitution.
We regret that the current budget structures have only made provision for special needs schools,
and did not allow for funding for inclusive education incorporating special needs. The DBE
estimates that to address inclusive education and special needs, a budget estimated at R5.5 billion
would be required in 2013/14 alone. However, only the Free State, KwaZulu-Natal, North West and
Western Cape provinces used included budgeting for inclusive education and special needs at a
total of R463 million.
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These mistakes of the past should not be repeated. We will call on the provinces to ensure that
they are budgeting appropriately for inclusive education beyond just special needs.

Social Protection and Child-Focused Budget Monitoring
It is critical that we ensure the distribution of adequate income to poor households.
Last year I announced that spending on social grants will increase over the medium term to
accommodate an increase in those requiring grants and inflation adjustments to the value of the
grants. Consolidated government expenditure towards social protection is set to increase from 145
billion in 2014/15 to 163.2 billion by 2016/17 – a 7.4% nominal increase. However, when inflation is
taken into account, this is an increase in real terms of only 1.8%.
Clearly this was a mistake.
I acknowledge the sustained work of civil society organisations over many years who argued for the
extension of social grants to children up to the age of 18. I have also heard the people’s concerns
about the lack of real increases in the Child Support Grant. Research presented to me shows that
the provision of child support grants has had a positive effect on the lives of many millions of
people, in particular vulnerable children and their caregivers, and the broader economy.
However, we accept that it is imperative that we analyse social security beyond the numbers of
beneficiaries and consider what we mean by the concept of ‘adequacy’. For example, does R300
per month actually provide adequately for the basic needs of a child, or R1 270 for those of a
pensioner? The answer is no, given the recent hikes in the petrol price and the rise in basic food
prices.
The increase in the cost of basic foods hits the poor the hardest. For example, the Food Price
Monitor reported in November last year that the cost of a selected food basket as a portion of the
monthly income of the poorest households increased to 42.6% from last year October, while for
wealthy households it remained at around 1.7%. A pensioner is expected to spend almost half of
their grant on basic food requirements. A poor family of four receiving two child support grants
would just be able to afford the basic food basket of R456, leaving very little for anything else.
In line with the recommendations by the Finance and Fiscal Commission (FFC), I have made more
resources available to create a child support system that relaxes the existing means tests and
moves towards faster universalisation of the child support grant and to ensure those that need the
grant receive it in 2014/15. We welcome the FFC recommendation that government expands
coverage and strengthen integrated social protection systems to respond appropriately to the
levels of child poverty experienced in South Africa.
We also welcome the information brought to us by Black Sash regarding Cash Paymaster Services
(CPS), and the Stop SASSA-CPS Debits campaign. CPS meant that millions of social grant
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beneficiaries experiencing unauthorised, undocumented, and unlawful debit deductions from their
bank accounts.
Furthermore, we acknowledge the social grant payment tender irregularities as determined by the
Constitutional Court in November last year. Clearly it is mistake to engage private business in the
distribution of social grants, and this will be corrected. We increasingly believe that social grant
payments need to be managed by a government department or agency to ensure the integrity of
this vital service.
We will also support initiatives to amend the National Credit Act and related legislation so that
social assistance grants are not considered income. Furthermore, we will ensure amendments to
the Social Assistance Act will make it illegal for debit deductions from the bank accounts of social
assistance grant beneficiaries and to criminalise the use of social grants as collateral by lenders or
mashonisas.

Fix the Social Security System
It is time we relook our social protection system. Poverty and unemployment have deepened in our
country – so how do the poor survive? In her book Eating From One Pot, Sarah Mosetsa provides
ample evidence for why, as part of a comprehensive social security system, we need to provide
universal monthly grants: a grant that would reduce the need for means testing, minimise
opportunities for corruption and reduce the poverty gap by close to 74%.
As Mosetsa argues, we have made strides by extending the child support grant to children up to the
age of 18. However, while our social security system takes care of children, the elderly and the
disabled, there is no social security system that caters neither for the many working-age people
who are unemployed nor for those who are HIV positive or those suffering from other chronic
illnesses of poverty. With full implementation of such a grant, the number of poor South African
men and women will be reduced to zero.
Indeed, we recognise that by failing to implement such a system, we are in violation of the
Constitution which guarantees to all a right to social security, and social assistance to those who
cannot provide for themselves. We recognise that we have failed to address poverty in a
comprehensive manner by limiting our social security system and choosing to prioritise fiscal
restraint over redistribution.
We will return to the recommendations of the 2002 Taylor Committee, and we commit to a
progressive introduce of a universal Basic Income Grant, which the wealthier will pay back through
their taxes. There is ample evidence that a basic income grant has the potential to contribute to
economic activity and job creation. This will enable people to live with a greater degree of dignity,
and also bolster economic development from the bottom up.
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Budget for the delivery of equitable and sustainable access to, and use of,
safe water and basic sanitation services.
We can no longer ignore the role that access to safe water, basic sanitation play in improving
health, hygiene and education outcomes, while also contributing to sustainable development. The
cost of inadequate and unsafe water supply, poor sanitation, and unsafe hygiene practices affects
all in South Africa - especially the poor. It is also a human rights issue.
The South African Human Rights Commission has conducted investigations into the water and
sanitation situation in various municipalities across South Africa. The Commission’s preliminary
findings have revealed that while access to safe water and basic sanitation has increased since 1994
and 95% of households having access to water, we still have not achieved universal access. More
importantly, many households are experiencing service failure and/or service delivery breakdowns.
The recent violent water protests in North West province have shown that having access to a tap in
your yard, home or street, doesn’t mean you actually have access to water or that the water is
‘clean and safe’.
To address this, there needs to be an intergovernmental response from national to provincial and
down to local government. Expanding access to safe water and basic sanitation requires investment
all along the supply chain. It starts with investing in sustainable water sources, and continues along
bulk water supply schemes to wastewater infrastructure and recycling.
While some improvements have been made in municipal spending to develop sanitation and
sewerage services since 2009, capital expenditure still remains low, and many municipalities are
struggling to operate and maintain their water infrastructure at an adequate level. By the end of
December 2013, municipalities had only spent R53 million or 9% of their R603 million allocation
under the dedicated grant for water infrastructure.
This is unacceptable.

Fix the Municipalities
While municipalities form the last link in the water and basic sanitation distribution chain, they
represent the face of service delivery. In order to address the current crisis in the quality of service
delivery, we have made revisions to the local government equitable share formula to ensure that
allocations no longer mirror apartheid spatial infrastructure patterns.
For municipalities to supply quality water and sanitation services based on communities’ needs and
to eradicate the offensive bucket system, they need skilled staff and equipment, and a
corresponding budget. We believe that with these better budgets, eradication of the bucket
system is achievable by the end of 2014.
We note that allocations towards repairs and maintenance are often the first to be cut when there
are budgetary constraints. This is because there is often a difference between those who make
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decisions about new services and equipment, and those who are responsible for the recurring
expenditure on repairs and maintenance. We have directed municipalities to ensure that they make
adequate provision for repairs and maintenance. My mother always said ‘A stitch in time saves
nine!’ and I agree: let’s fix the small problems before they become larger, harder to solve, and
more expensive to fix.
With the assistance of the Municipal Infrastructure Support Agency, we will support municipalities
with technical assistance, as well as public communication and access to information about budgets
for water and sanitation services. This will enable communities and households to participate
better in local government planning and budgeting processes, empower them to monitor the
resources allocated to water and sanitation services, tackle corruption and maladministration, and
ensure that funds are used only for the purposes they were intended.

Forming a Capable South African Public Service
By investing in a strong public service delivery sector, South Africa can provide the public jobs
needed to tackle the problems of poverty, inequality, and unemployment.
Again, we admit our past mistakes.
The fiscal policy framework set out in the Medium Term Budget Policy statement last year,
described a relatively smaller public sector with a smaller share of GDP over time. We now see that
this is incompatible with policies that need huge public sector involvement, such as the
introduction of National Health Insurance, the provision of free basic education, enhancing social
protection or broadening rural development and expanding agricultural opportunities.
We will establish at national, provincial and local level what staffing for a capable state entails. This
would determine how many public jobs are needed, and at what cost - from ensuring that there are
school caretakers, to the provision of the correct number of directors generals in national
departments required to direct policy, monitoring and evaluation.
In conjunction with the Independent Commission for the Remuneration of Public Office Bearers, we
will also revise the recent salary hikes for the country’s national and provincial elected officials.
We believe there is something wrong with the way South Africa treats its workers, in both the
private and the public sectors.
It is unacceptable for a hard-working and committed community health worker to earn less than
R1500 per month. We will change that. Yet, on the other end of the scale, some metro mayors
receive up to R 3 300 in cell phone allowances alone, on top of their R458 000 a year salaries and
other allowances. It is equally unacceptable that a mineworker earns on average R 70 000 per year,
but a mining CEO earns R20.2 million per year or R55 000 a day.
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Protect Workers rather than Squeezing Workers .
A successful economic strategy for South Africa should ensure that the contributions to the
economy from business and growth are more evenly shared between wage earners and big
business. Currently local businesses are sitting on more than R1.2 trillion in idle cash reserves. The
corporate non-financial sector has available to it R550 billion, insurers and pension funds have R152
billion, and private household deposits are estimated at R568 billion. Currently this money is sitting
idle and not being invested into the economy, and the private sector could join the state in
investing locally.
We have heard your discontent about the Employment Tax Incentive Act, commonly known as
the youth wage subsidy, being stretched to all ages in the special economic zones, even if you are
90 years and older.
Yes, it is yet another tax cut to big business. It follows logically from the old trajectory we have been
pursuing.
We now acknowledge that this subsidy to business will contribute to the general downward
pressure on wage levels. It makes young workers even cheaper to employers. I am aware that the
typical youth wage is already 25% lower than the typical adult median wage of about R3200 per
month. The downward pressure on wage levels resulting from this subsidy will further lower the
total demand for goods and services in the South African economy. This will in turn be to the
detriment of small and medium-sized firms that do not produce goods for export.
Our decision to review this policy will reverse the R5 billion that the youth wage subsidy would
have removed from the public purse. Rather than subsidising big business, this money can finance a
real public works programme, or a larger number of community health workers, social workers and
auxiliary staff.
I have talked about education, but we must also attack mass unemployment head-on right now.
We believe we must employ people as they are! Let young people and people who have been
unemployed develop new skills and abilities through in-job training while building houses, repairing
roads, and creating the social infrastructure urgently needed in working-class areas.
Indeed, the desire for ‘labour flexibility’, together with cuts in labour costs to boost profits, forms
part of an irresponsible income policy. It conserves inequality and fuels social instability and chaos
on the labour market, where the rule of labour law is already severely undermined by labour
broking.
I say it is enough. Kwanele, kwanele. Genoeg is genoeg.
I hear the voices of the many South Africans who have said it before me.
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Green Economy – A million climate jobs
Honourable people of South Africa,
We can no longer continue on the path of allocating more money for more polluting coal-fired
electricity plants and undertake infrastructure projects that lead to the destruction of our
environment. That kind of energy policy is in contempt of our children and grandchildren, and it
must stop.
We must indeed ‘follow a different trajectory’. We were about to enter ‘Coal 3’ where we now will
be investing in more coal-fired stations and nuclear energy. But we have decided to turn away from
this. The Mineral Energy Complex – an economy of extraction that uses land, electricity and water
for mining, and coal mining to produce electricity, undermines the diversification of the economy,
especially towards manufacturing.
While mining might bring in R20 billion in revenue annually, we cannot overlook the fact that the
current bill for government to clean up abandoned mines and acid mine drainage is estimated at
R30 billion. We still do not know what effects fracking to extract shale gas are likely to have on our
water sources. We realise that the wins of new infrastructure will be of short term duration if we
don’t take some brave steps to protect our water sources and our fertile agricultural land.
We can no longer afford to have mining at the centre of our economic policy. We are making a very
costly mistake, a mistake of inflicting increasing social and environmental costs that will overwhelm
us in the end. We need to create a low carbon economy. If we continue to pollute the air with
greenhouse gas like we do now by burning coal, or compromise our water and agricultural sources
like we do now with acid mine drainage, it will only increase the country’s emission profile and
accelerate the destruction of our environment and our communities.
This year, we will not send out the same signals to the Chamber of Mines, credit ratings institutes
and high finance.
Over a number of years we could create a million climate jobs:







By transitioning to ever greater production of electricity from wind and solar power;
By investing in employment opportunities that are directed towards ensuring our industries are
more energy efficient;
By investing in employment opportunities that are directed towards adapting homes and
buildings to reduce their energy consumption and by constructing new buildings to be energy
efficient;
By investing in our public transport systems, and by employing people to manage, run and
expand the public transport system while also reducing our dependence on oil for transport.
By investing in rural and urban land spaces and employing people to produce our food locally
through small-scale organic agriculture.
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By investing in our water, soil and biodiversity resources and employing people to protect and
maintain those resources.

In terms of transport alone, we welcome the research provided by the One Million Climate Jobs
campaign which has shown that small but significant shifts in how we transport ourselves and our
goods could create at least 460 000 jobs. For example, if 500 000 more people rode buses to work
and school, there would be an additional 3 500 buses and 42 000 more jobs in bus operations,
vehicle maintenance and part supply as well as bus building, provided the buses are assembled in
South Africa. If 800 000 more people used Metrorail trains, we would need an additional 113
passenger trains and about 10 000 jobs. We should also develop our roads to be bicycle friendly,
with bicycles being both a rich person’s and a poor person’s mode of transport.
The growing evidence of climate change call for us to work together to change how we live, how we
produce and consume and how we relate to nature and each other.
With imagination and commitment South Africa has an opportunity to become a world leader in
sustainability.

Conclusion
Honourable People of South Africa,
In concluding my speech, may I remind you us of what I said at the beginning when quoting Dr
Martin Luther King: we came to Parliament to critique the cheque that the architects of the Budget
have presented to the South African people - a cheque which has come back marked ‘insufficient
funds’.
How often do we not hear our politicians, public servants explaining that lack of service delivery is
due to insufficient funds?
We refuse to believe that there are insufficient funds and resources in the great vault of
opportunity that is South Africa.
And so we call on all who live in South African to ask for a cheque that can be cashed, that will give
poor and marginalised people in South African their fair share in the riches built by the workers of
this country and thereby bring stability and safety to all.
We will no longer tell South Africans to do more with less, to tighten their belts indefinitely or to
ask them to wait another 20 years while an elected democratic government, tasked with making
good the Constitutional injunction, makes good on its promises. Now is the time to make real the
promises that fuelled the fight for democracy in South Africa.
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I knew in advance that this speech might cause some upset in global financial markets. The changes
I have sketched today, do not sit well with those who are currently benefiting both in South Africa
and abroad from the status quo.
Inspired by recent measures in Ghana we have established a set of regulatory measures that will
come into effect from 10am today to protect the rand and our reserves of foreign currency. I
undertake that this is not an irresponsible move on our part, but one that is focused squarely on
the Constitution and social justice. The Johannesburg Securities Exchange closed when I started to
speak and will reopen tomorrow. We thought the so-called market needed a day to contemplate
the meaning of our new trajectory.
More information on the details of foreign exchange controls that came into effect from 10am are
available on the Treasury’s website. Be assured that we will weather any storm that seeks to take
South Africa off its course.
It would be fatal for this Government to overlook the urgency of the moment for fear of upsetting
the market. It is clear that the events at Marikana and De Doorns, and the many service delivery
protests are not an end, but a beginning.
I stand before you to tell you that we will now rewrite this beginning, because if we do not, the
whirlwinds of revolt will continue to shake the fragile foundations of our hard-won democracy.
They will do so until we have a fiscal policy reflected in a Budget that truly raises, allocates, and
spends rands and cents towards building a more just society.
Thank you.
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