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Cape Town 
8001 
 

Mr Nkululeko Mangweni 
Parliamentary Select Committee on Finance  
90 Plein Street 
Cape Town 
8001 
 

BY E-MAIL:  
Allan Wicomb, SCoF (awicomb@parliament.gov.za) 
Teboho Sepanya, SCoF (tsepanya@parliament.gov.za) 
Nkululeko Mangweni, Select Committee (nmangweni@parliament.gov.za) 
   

Dear Madam and Sirs, 

COMMENTS ON THE 2025 MEDIUM-TERM BUDGET POLICY STATEMENT (MTBPS) 

We present our comments and submissions on behalf of the South African Institute of Chartered 
Accountants (SAICA) on the Medium-Term Budget Policy Statement (MTBPS) released by Minister 
Enoch Godongwana on 13 November 2025. 

We once again thank the Standing Committee on Finance (SCoF) and the Select Committee on 
Finance (Select Committee) for the ongoing opportunity to provide constructive comments in this 
regard. SAICA continues to believe that a collaborative approach is best suited in seeking solutions 
to complex challenges. 

 
Yours sincerely, 
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A. WELCOMED ACTIONS  

1. The fiscal year started with quite an unusual amount of discourse. There are however many 
positive developments that occurred so far this year that need to be recognised. 

Removal from the FATF Grey-List  

2. South Africa was placed by the Financial Action Task Force (‘FATF’) on its grey list in February 
2023, and there is no doubt that this has had negative economic consequences for the nation, 
most notably affecting foreign direct investment1.   

 
3. The collaboration between the Government and the private sector is to be commended for 

their tireless efforts in addressing all the deficiencies identified by the FATF and both creating 
and implementing interventions, culminating in South Africa’s removal from the grey list in 
October 2025.  

 
4. We especially commend the National Treasury for providing regular communication to the 

public since February 2023 on progress made in addressing this grey-listing. The Minister 
noted in his Budget 2025 speech that South Africa would likely be removed from the grey list 
by October 2025 and has delivered on that promise. We are aware that this achievement is 
not his alone but rather the result of sustained collaboration between government departments, 
which shows what the nation can achieve quickly in a time of crisis.  

 
5. We agree with the Minister that we cannot afford to be complacent and that we must continue 

to tackle money laundering and terrorism financing in order to stay off the grey list. 

Ratings upgrade 

6. South Africa's credit rating has been on a 15-year downward trajectory that mirrored its 
stagnated economic growth, large deficits and ballooning debt. 

 
7.  The announcement of an S&P credit rating upgrade is a welcome development. It reinforces 

the Minister’s fiscal trajectory of stabilising debt by achieving a primary surplus as a first step, 
through reducing spending and increasing taxes. While this path is challenging and 
burdensome, it remains a worthwhile and necessary course. 

 
8. We look forward to similar good news from Moody's on 5 December 2025. 
 
9. We commend the Minister for staying the course in adverse times and hope that the many 

interventions proposed to further speed up South Africa’s fiscal position improvement will be 
rigorously and timeously implemented. 

 
1 The Impact of Gray-Listing on Capital Flows: An Analysis Using Machine Learning 

https://www.imf.org/en/Publications/WP/Issues/2021/05/27/The-Impact-of-Gray-Listing-on-Capital-Flows-An-Analysis-Using-Machine-Learning-50289
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Ghost workers  

10. National Treasury notes that its initiative to enhance the integrity of the public sector payroll is 
beginning to bear fruit. Its collaboration with the Department of Public Service Administration, 
Home Affairs, the Auditor General and SARS on a data-driven approach that integrates 
systems across government has already uncovered close to 9,000 high-risk cases of ghost 
workers that have been flagged for further verification. 

 
11. We commend National Treasury on the progress made in this regard and are hopeful that law 

enforcement will be engaged to address the guilty parties who have perpetuated this fraud on 
the State.  
 

The Budget process  

12. In the third version of Budget 2025, National Treasury noted it is reviewing the budget process 
and developing a framework for public participation. The review will help clarify the role of 
structures that provide inputs to the budget and enhance public consultation.   

 
13. We welcomed the review into the Budget process in our submission and suggested that it also 

include a review of the fiscal implementation process.  
 
14. HALF-YEAR ASSESSMENT: National Treasury hosted a fiscal policy workshop on the 22nd 

of August 2025, which aimed to provide an overview of the country’s macro-fiscal situation. 
Civil society organisations, businesses, professionals, and interested citizens were able to 
directly engage with the government regarding the trade-offs involved in setting the budget.  

15. This followed a first round of consultative stakeholder workshops on the comments on the 
Fiscal Anchors Discussion Document, which proposes government reforms to stabilise South 
Africa’s debt and aims to improve public sector efficiency. The Minister has promised further 
public engagements on this document, including a conference, which will provide a formal 
platform for broad public participation and expert contribution, culminating in a published 
conference report.  

16. In addition, the Chairpersons of Parliament’s Finance Committees (including Appropriations 
and Public Accounts – i.e., SCOA and SCOPA) hosted a post Medium Term Budget Policy 
Statement (MTBPS) medium engagement session on 13 November 2025, to highlight work 
done during the midterm budget review process.  

17. These are very promising improvements by National Treasury, and we welcome these 
enhancements to the public consultation process.  

 
Increased fiscal control  

18. Poor financial management has been identified as core to the challenges to the state of 
finances at particularly local government and SoE’s. 

https://saicawebprstorage.blob.core.windows.net/uploads/resources/SCOF_Budget_submission_2025.pdf
https://www.parliament.gov.za/press-releases/media-alert-finance-cluster-committees-brief-media
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19. Furthermore, the poor state of ESKOM’s finances and those of the water boards over the past 
few years has been partly caused by municipalities simply not paying said parties for the 
provision of water and electricity, so much so that a number of the water boards were on the 
brink of bankruptcy because of non-payment.  
 

20. This culture of non-payment by municipalities also contributed to the years-long crumbling of 
water infrastructure, as the water boards could not use their revenue earned to maintain said 
infrastructure. 

 
21. SAICA has long called for National Treasury to make use of section 216 of the Constitution to 

stop the transfer of the Local Government Equitable Share (‘LGES’) conditional grant to 
municipalities which fail to pay their water and electricity debts to ESKOM and the water 
boards.  

 
22. Some commentators continue to raise concerns that the Constitutional enforcement measure 

of grant withholding will impact service delivery. However, in the trial of 11 municipalities by 
the Department of Water and Sanitation in October 2024, the mere threat (by National 
Treasury) of withholding transfers seemingly inspired errant municipalities to take more action 
in 2 months, action which was lacking for years. This demonstrated that the fear is likely 
unfounded and that the positive impact of treasury control on service delivery far outweighs 
any downsides.     

 
23. We were encouraged earlier this year that Annexure A of the 2025 Budget (version 3.0) noted 

that “National Treasury plans to invoke section 216 of the Constitution for five defaulting 
municipalities. This entails withholding the transfer of funds in the upcoming local government 
equitable share while negotiating a feasible repayment agreement with the affected water 
boards.” 

 
24. In our 2025 Budget Submission, we commended National Treasury on this point and 

recommended extending the application of section 216 to more municipalities.   
 

25. In addition, it is recommended that the National Treasury explore solutions for how to address 
inter-governmental debt, which is creating a cascading effect where badly managed organs of 
state undermine even well-managed organs of state. 

 
26. HALF-YEAR ASSESSMENT: The Portfolio Committee on Water & Sanitation convened on 18 

September with the Department of Water & Sanitation (DWS) and the Department of 
Cooperative Governance and Traditional Affairs (COGTA) to discuss the financial crisis facing 
water boards as a result of persistent non-payment by municipalities as well as the practical 
implementation of the section 216 process.  

27. It was noted at this meeting that 18 municipalities were identified in July 2025 for the 
withholding of their LGES due to continued non-compliance with water board payments. The 
errant municipalities were required to submit proof of payment for their current accounts with 
the water boards to secure partial release of their equitable share.  

28. R278 million was paid to water boards during the seven-week enforcement period, which 
prevented at least two water boards from financial bankruptcy. It was also noted that the 
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Minister of Finance had directed National Treasury to continue invoking Section 216(2) 
against municipalities that defaulted on their obligations to water boards should 
corrective measures not be implemented. The targeting of LGES tranches would continue, 
including those scheduled for December 2025 and March 2026. We commend these 3 
government departments for collaborating on this matter.  
 

B. ECONOMIC OUTLOOK 

Growth Estimates 

YEAR 2025 2026 2027 2028 

BUDGET 2024 1.6% 1.8%   

BUDGET 2025 1.4% 1.6% 1.8%  

MTBPS 2025 1.2% 1.5% 1.8% 2% 

 
29. HALF-YEAR ASSESSMENT: Growth estimates declined for 2025 and 2026, stabilising in 

2027 and 2028. We estimate that GDP growth will remain subdued and under pressure whilst 
consumption and public sector spending are subdued and Gross Fixed Capital Formation 
(GFCF) is increased. Cash flow benefits to the state are anticipated through lower borrowing 
costs as inflation is reduced and debt is stabilised, resulting in lower interest rates on debt (i.e. 
improved public debt ratings).   

 
30. National Treasury estimates GDP growth of 1.4% for 2025 and an average of 1.8% for 2026-

2028.  
 
31. The South African economy is structurally consumption-driven as confirmed by our own 

economic analysis.  
 
32. National Treasury estimates household consumption to decline significantly and then slowly 

recover. This is due to: 
 tax increases via inflation (i.e., bracket creep) and possible additional taxes  
 the official CPIX being lower than real middle-class inflation, affecting actual take-home 

income  
 continued high levels of household indebtedness  

 
33. This pressure is reflected in the profit reporting by large retailers, with SPAR, PNP, Woolworths 

and TFG all reporting significant earnings declines.2  
 
34. The fiscal framework also plans to retain muted public sector spending with the revised interest 

rate targets, thereby putting pressure on both.  

 
2 TFG-MEDIA-RELEASE-HALF-YEAR-FINANCIAL-RESULTS-7-NOV-2025.pdf; SA's Woolworths profit falls on 
weak Country Road chain - CHANNELAFRICA; Investors dump Pick n Pay as scale, complexity of turnaround 
becomes clearer - Moneyweb; Two of South Africa’s biggest retailers make R4.5 billion in losses – BusinessTech 

https://tfglimited.co.za/wp-content/uploads/2025/11/TFG-MEDIA-RELEASE-HALF-YEAR-FINANCIAL-RESULTS-7-NOV-2025.pdf
http://web.sabc.co.za/sabc/home/channelafrica/economy/details?id=733e3fe9-c87e-4310-85fc-f213594c7165&title=SA%27s%20Woolworths%20profit%20falls%20on%20weak%20Country%20Road%20chain#:%7E:text=South%20African%20(SA)%20fashion%20retailer,Group%2C%20it%20said%20on%20Wednesday.
http://web.sabc.co.za/sabc/home/channelafrica/economy/details?id=733e3fe9-c87e-4310-85fc-f213594c7165&title=SA%27s%20Woolworths%20profit%20falls%20on%20weak%20Country%20Road%20chain#:%7E:text=South%20African%20(SA)%20fashion%20retailer,Group%2C%20it%20said%20on%20Wednesday.
https://www.moneyweb.co.za/news/companies-and-deals/investors-dump-pick-n-pay-as-scale-complexity-of-turnaround-becomes-clearer/
https://www.moneyweb.co.za/news/companies-and-deals/investors-dump-pick-n-pay-as-scale-complexity-of-turnaround-becomes-clearer/
https://businesstech.co.za/news/business/842018/two-of-south-africas-biggest-retailers-make-r4-5-billion-in-losses/
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35. National Treasury therefore bases its estimations of an economic growth increase mainly 

on GFCF increasing by 3,9% in the outer years (i.e., 2027 and 2028). National Treasury’s 
estimate is particularly reliant on private sector GFCF occurring as early as 2026.  

 

Table 1.1  Macroeconomic projections 
  Calendar year 2024 2025 2026 2027 2028 
  Percentage change Actual Estimate Forecast      

 
Household consumption 

                   
1.0     

                   
2.6     

                   
1.6     

                   
2.0     

                   
2.2      

Gross fixed-capital 
formation 

   
-3.9     

   
-1.0     

                   
2.6     

                   
3.2     

                   
3.9     

   
Real GDP growth 

                   
0.5     

                   
1.2     

                   
1.5     

                   
1.8     

                   
2.0      

GDP at current prices 
(R billion) 

          
7,352.4     

          
7,660.4     

          
8,074.8     

          
8,509.5     

          
8,964.0     

   
CPI inflation 

                   
4.4     

                   
3.3     

                   
3.7     

                   
3.3     

                   
3.2     

  Current account 
balance (% of GDP) 

  -0.7       -1.0       -1.8       -2.0       -2.0     

 

36. Our own GDP modelling provides a GDP growth range of 1.2-1.4% for 2026, which is more 
conservative than National Treasury, but not far off. However National Treasury estimates 
higher GDP growth in the outlying years of the medium term.  

 
37. This higher level GDP estimate is also subject to the current GFCF interventions coming online 

before 2027.  
 
38. The outer years may, however, pose more of a challenge. As seen by National Treasury’s own 

modelling, the global economy is expected to contract from 2025 to 2026 and may continue to 
face difficulties until 2028, yet there remains an expectation for South Africa to ‘buck the trend’.  

  
    

Region/country 2023 2024 2025 2026 
Percentage Actual Forecast 
 World    3.5 3.3 3.2 3.1 
Advanced 
economies 

1.7 1.8 1.6 1.6 

   United States 2.9 2.8 2.0 2.1 
   Euro area 0.4 0.9 1.2 1.1 
   United 
Kingdom 

0.4 1.1 1.3 1.3 

   Japan 1.2 0.1 1.1 0.6 
Emerging and 
developing 
countries 

4.7 4.3 4.2 4.0 

Brazil 3.2 3.4 2.4 1.9 
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Russia 4.1 4.3 0.6 1.0 
India 9.2 6.5 6.6 6.2 
China 5.4 5.0 4.8 4.2 

Sub-Saharan 
Africa 

3.7 4.1 4.1 4.4 

Nigeria 3.3 4.1 3.9 4.2 
South Africa1 0.8 0.5 1.2 1.5 

World trade 
volumes 

1.0 3.5 3.6 2.3 

          
     

39. Heavy risks weigh on the outlying years' growth estimate of 1,8%-2% and even if we hope they 
are realised, and even exceeded, we recommend that Budget Review 2026 relook these 
estimates based on whatever the facts show at that point in time, due mainly to the narrow 
correlation between budget appropriations and budget estimates.  

 
40. Furthermore, if we seek to slowly transform the economy from being mainly consumption-

driven to a more production-driven economy, it will come with challenges, including ongoing 
political support. 

 
41. We agree with the Minister that from the government’s perspective, GFCF in Water & 

Sanitation, Electricity and Logistics are key items on which to focus.  
 
42. The question is, what the private sector is going to focus on, and whether this will be in current 

GDP growth areas like financial services and community services that require scarce skills or 
in agriculture, industry and trade that require more occupational skills? 

 

Energy security damper 

43. Energy security will continue to hamper economic growth. The Minister notes: 
 
“Not long ago we are on the brink of an energy crisis. Unreliable electricity supply threatened to 

derail the economy and the transformation of society. I am pleased to say we have avoided 
this scenario and have begun a march towards reliable supply of energy. Loadshedding has 
come down significantly.”  

 
44. The government must be commended for the work done in stabilising the decline in energy 

supply.  
 
45. However, it must be emphasised that the energy crisis did not just threaten to derail the 

economy, it did derail the economy, especially in mining, agriculture and industry. The current 
limited loadshedding is largely attributable to a stagnant economy. This is reflected by 
Eskom’s own Medium-Term System Adequacy Outlook (MTSAO) 2026–20303 : 

 

 
3 3 Medium-Term System Adequacy Outlook 2026-2030 

https://www.ntcsa.co.za/wp-content/uploads/2025/10/Medium-Term-System-Adequacy-Outlook-2026-2030.pdf
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46. “The correlation between GDP and electricity demand helps capture how different levels of 
economic performance impact demand growth, and this relationship serves as a key reference 
point for policy makers in determining the demand requirements needed to achieve the desired 
economic growth targets. The low demand scenario reflects weaker economic performance 
across all sectors, while the moderate demand scenario reflects a moderate economic growth 
for all economic sectors in the medium term. The high demand scenario, on the other hand, 
assumes favourable economic conditions in high electricity intensive sectors, namely industrial 
sector (i.e. Steel and ferroalloy production) and successful rollout of key policy reforms to 
stimulate economic expansion.” 

 
47. The below graph is explained as follows: 

 
“The low demand scenario assumes a GDP growth rate of 1.7% and forecasts an average 
annual energy demand of 0.6% over the 5-year study period. Under this scenario, demand 
is expected to rise from 243 TWh in 2024 to 252 TWh by 2030. The moderate demand 
scenario assumes a GDP growth rate of 2.7% and forecasts an average annual energy 
demand increase of 1.4% over the 5-year study period. The demand in this scenario is 
expected to rise from 243 TWh in 2024 to 264 TWh by 2030. Lastly, the high demand 
scenario assumes a GDP growth rate of 3.5% and projects a higher average annual 
energy demand growth of 2.3%, with energy demand rising from 243 TWh in 2024 to 278 
TWh by 2030.” 

 
48. What is not considered in the above estimates of energy and economic growth is the type of 

economy we want to build for the resultant GDP growth rate increase.  
 
49. Reindustrialisation would require significant energy requirements even at low GDP increases, 

and even personal services pose a risk due to the high energy demand of new technologies 
such as distributed ledgers, AI and data centres. Furthermore, just beyond the medium-term 
Eskom states: 
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“The period from 2029 to March 2030 will see a significant Eskom plant shutdown and the 
end of the supply contract from Cahora Bassa, reducing baseload capacity by 9.5 GW. This 
is a significant reduction in the system’s baseload capacity, which will require measures to 
mitigate potential inadequacy.” 

What type of economy are we growing? 

50. Industry contributions to GDP indicate that real growth is only happening in the finance and 
service sector with stagnation or decline in other sectors. 

Gross value added at Constant prices 

 

Source: StatsSA 
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Sectoral Contribution to year-on-year growth – constant prices 
 

 

51. Our economy is currently mainly driven by consumption by both the government (which has 
stagnated over the last few years) and the private sector, with exports growing but lagging 
and GFCF stagnant. 

 

 

52. We cannot control global trade but agree with the Minister that GFCF is the best lever and the 
key to enabling and unlocking economic growth, together with both policy certainty and 
effective execution.  

 
53. The strenuous path we are required to follow, as noted by the Minister, will, however, test 

patience and fortitude, especially as to policy certainty and effective execution, with the latter 
not in the Minister’s hands, but the rest of the Cabinet. 
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54. Much of the MTBPS 2025 is dedicated to proposals for increasing GFCF, which is most 
welcome.  

 
55. Many of the proposals, however, require groundwork and then only implementation in 2027 

(i.e. when actual brick and mortar will be laid). The upsides to the economy and GDP will 
therefore only potentially realise in 2027/2028. Our concerns and impact on GDP are detailed 
below. 

Skills as building blocks to GDP growth 

56. As the Minister has correctly noted before, all decisions, including what infrastructure to focus 
on, will come with trade-offs.  

 
57. South Africa not only needs to grow GDP but also keep its people productive with 

unemployment at 42,9% (QLFS Q2:2025). Community Services has been a particularly 
strong grower of employment, though it is not a large direct contributor to sustainable economic 
growth.  

 
58. The stagnation of our economy for the last decade does infer that the lack of skills is part of 

the problem, which confirms that just over 23% of employed persons have some form of 
tertiary education and they also have a considerably higher employment absorption rate4.  

 

 

 
4 FACTSHEET-7-7-20-SA-Labour-Force-2025.pdf  

https://www.dhet.gov.za/Planning%20Monitoring%20and%20Evaluation%20Coordination/FACTSHEET-7-7-20-SA-Labour-Force-2025.pdf
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59. Education and skills building is a clear advantage in securing employment, including for the 
youth5  as shown in the Q1 2025 Quarterly Labour Force Survey. 

 
 

60. Unemployment is mainly a burden carried by the youth and young adults, partly due to the 
stagnant economy and also levels of skills required for available employment in the current 
economy.  

 

 
5 CorsaACKUnemployment-rate-by-level-of-education-for-youth-final-.jpg (3000×2047) 

https://www.statssa.gov.za/wp-content/uploads/2025/05/CorsaACKUnemployment-rate-by-level-of-education-for-youth-final-.jpg
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61. It is concerning that tertiary education in South Africa is mostly focused on universities and 
not trades and occupations6 to build a more balanced economy. 

 

62. It is concerning that there is an overall decline in Technical and Vocational Education and 
Training (TVET) enrolments.  

 
63. Even more concerning is that occupational qualifications declined compared to other TVET 

and Further Education and Training (FET) tertiary education. 

 

 
6 https://www.dhet.gov.za/Reports%20Doc%20Library/2023%20Statistics%20on%20Post-
School%20Education%20and%20Training%20in%20South%20Africa.pdf 
 

https://www.dhet.gov.za/Reports%20Doc%20Library/2023%20Statistics%20on%20Post-School%20Education%20and%20Training%20in%20South%20Africa.pdf
https://www.dhet.gov.za/Reports%20Doc%20Library/2023%20Statistics%20on%20Post-School%20Education%20and%20Training%20in%20South%20Africa.pdf
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64. These numbers do, however, reflect SA Inc’s deindustrialisation, with employment in growing 
sectors such as Finance, Personal Services and Community Services usually requiring 
graduates as they are in regulated industries. 

 
65. Enrolment numbers for tertiary education are not particularly low; it is rather completion rates 

which contribute to the low level of tertiary-qualified labour. Our investment return as SA Inc in 
tertiary education are therefore extremely low, with less than 20% of enrolment resulting in 
graduation/completion. There is a sharp increase in the level thereafter, once a first degree is 
obtained, suggesting a larger problem with the secondary school pipeline.  

 

 
 

66. In comparison with Brazil as a developing economy, 49% of under graduate’s graduate within 
the prescribed 3-year time for a bachelor’s degree. The OECD average is 70%. This confirms 
that there is a misalignment and challenge in the system 7. 

 
67. Submission: Parliament is recommended to review what economy South Africa wants to build 

in terms of the macro-economic policy and whether the investment by government into the 
economy with deliver such economy. This includes building the skills that such economy will 
require. 

 
C. REVENUE ESTIMATES 

68. HALF-YEAR ASSESSMENT: National Treasury has revised the tax-to-GDP ratio upwards 
over the medium term, compared to its 2025 Budget estimates. This suggests the likelihood of 
tax increases over the medium term either through rate increases or continued “tax by 
inflation”.  
 

69. In his 2025 MTBPS speech, the Minister noted that National Treasury will continue to monitor 
SARS’ revenue performance for the remainder of the year and that this assessment will inform 

 
7 Education GPS - Brazil - Overview of the education system (EAG 2025) 

https://gpseducation.oecd.org/CountryProfile?primaryCountry=BRA&;treshold=10&topic=EO#:%7E:text=Education%20GPS%20The%20world%20of%20education%20at%20your%20fingertips&text=A%20gender%20gap%20persists%2C%20with,financial%20support%2C%20raising%20equity%20concerns.&text=Select%20first%20some%20countries%20to,to%20display%20and%20customise%20them.
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whether the R20 billion in additional tax increases for the 2026 Budget, as earlier proposed, 
can be withdrawn. He further noted that a final decision on whether there will be tax increases 
will be announced in the 2026 Budget. 

 
70. The South African public, including parliamentarians, strongly opposed the proposed 2025 

VAT increase, as well as the subsequent fuel levy increase (although the latter materialised).  
 

71. Although the Minister noted that there is no final decision yet on whether there will be tax 
increases, National Treasury’s own tax-to-GDP ratio calculation per the 2025 MTBPS seems 
to suggest otherwise: 

 

 
 

72. As the phrase suggests, the tax-to-GDP ratio is a measure of a country's tax revenue as a 
percentage of GDP. In effect, the ratio serves as an indicator of whether citizens are overtaxed, 
and South Africa’s Katz Commission has already identified a ratio above 25% as likely to be 
detrimental to the economy.  

 
73. It is worth noting that the National Treasury’s projected increase in the tax-to-GDP ratio is not 

because of the expected increase in tax collections as a result of SARS reducing its historical 
debt book. 

 
74. Additionally, National Treasury has projected gross revenue collection to fall short of 2025 

Budget estimates by R15.7 billion in 2026/27 and 2027/28, arguably leaving the Minister in the 
difficult position of having to consider a tax rate increase. 

 
75. Notwithstanding the fact that there have been no formal changes to rates on direct taxes over 

the past few years, we note that the government has indirectly levied more taxes on South 
Africans, this by National Treasury not adjusting the tax brackets for inflation, as indicated in 
the table below from the 2025 Budget Review: 
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76. Submission: Parliament should clarify whether “tax by inflation” is a fiscal policy it expressly 
supports given that it does not require Parliamentary oversight or input. In this regard refer to 
our submission on the 2025 Rates and Monetary Amounts and Amendment of Revenue 
Amounts Bill. 

D. TAX DEBT AND COLLECTIONS 

 
YEAR 2024/2025 2025/2026 2026/2027 2027/2028 

BUDGET 2024 R1863bn R1991bn R2133bn  

BUDGET 2025 R1855bn R1986bn R2142bn R2287bn 

MTBPS 2025 R1855bn R2005bn R2143bn R2269bn 

 
77. HALF-YEAR ASSESSMENT: SARS has collected R924bn, of which R47bn was from its debt 

book. This was R18bn higher than the mid-year YTD estimates. 

 
78. SARS typically collects a little more in the second half of the fiscal year and would need 

collections of R1081bn to meet its revised target. In the 2024/2025 fiscal year, R846 bn 
(45.6%) of the R1,855bn total was collected by mid-year. If the exact same collection's 
progress percentage is maintained, SARS should exceed the revised estimate by almost 
R20bn.  

 
79. Tax buoyancy was adjusted upwards from 1.12 to 1.54, indicating efficient collections, though 

this is also partially attributable to the reduction in estimates of GDP growth. It reduces 
significantly at the end of the medium term, though this could be National Treasury being a bit 
more conservative, given the projected short-term pressures on GDP growth and collections, 
which is a good approach until the monetary and fiscal policy transitions are made. 

 

https://saicawebprstorage.blob.core.windows.net/uploads/resources/Submission-to-the-SCoF-on-the-2025-Rates-and-Monetary-Amounts-and-Amendment-of-Revenue-Amounts-Bill.pdf
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80. These collections come from current SARS assessments, and the historical undisputed debt 
book, the latter of which has grown from R415bn to R459bn Year-To-Date (10,6% increase) 
by additions from the current fiscal year.  

 
81. This means the debt book grew (R44bn) nearly as fast as SARS’ collection (R47bn). It is 

unclear why this is occurring, given the increases in taxpayer voluntary compliance noted 
earlier this year by SARS8.  

 
82. In addition, the disputed tax debt book has grown from R108bn to R113bn (4,6%), i.e. 

19,8% of the total debt book is under dispute, and therefore subject to adjustment in collections 
should the dispute be in the taxpayer’s favour. This equates to R22.6 bn if taxpayers only 
succeed with 20% of disputes. The increase in the disputed tax debt book also warrants further 
examination of what is contributing to it. This could include the quality of assessments or 
disputes taking very long to resolve.  

 
83. Furthermore, taxpayers are owed R83bn in refunds, which has declined from R92bn since 

the beginning of the year. Once paid to taxpayers, these will reduce net collections, i.e. if SARS 
should pay 20% of the refunds without increasing the credit book, collections will decline by 
R16bn.  

 
84. Submission: SAICA continues to express concern over the quality of the SARS debt book, 

which also puts undue pressure on SARS to collect debt that is irrecoverable. Furthermore, 
the impact of the disputed debt book and unpaid refunds will put pressure on final collection 
revenue. We recommend that Parliament enquire as to the quality of the debt book and the 
risks of disputes and refunds to meeting revenue targets.  

E. DEBT 

85. We welcome the Minister’s ongoing commitment to stabilise and eventually reduce 
unsustainable public debt. 

 

 
8 Media release: SARS is committed to serving South Africans | South African Revenue Service 

https://www.sars.gov.za/latest-news/media-release-sars-is-committed-to-serving-south-africans/#:%7E:text=8%20billion%20(12.6%25)%2C%20which,efforts%20is%20shaping%20taxpayer%20behaviour.&text=The%20assumption%20for%20Net%20CIT,notable%20improvements%20in%20filing%20compliance.
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Gross Debt Estimates 

AR 2025 2026 2027 2028 

DGET 2024 R5.56trn R6.09trn R6.82trn  

DGET 2025 R5.69trn R6.09trn R6.44trn R6.82trn 

BPS 2025 

 

R5.69trn R6.07trn 

(6.67% YoY) 

R6.35trn 

(4.61% YoY) 

R6.67trn 

(5.04% YoY) 

 

86. HALF-YEAR ASSESSMENT: Gross debt estimates have stabilised (i.e. growing much 
more slowly) and are estimated to slightly decline in the medium term. This will be supported 
by a lower interest rate target, as well as strengthening currency and sovereign credit rating 
improvements. The government is to be commended for sticking to its debt stabilisation 
trajectory under difficult circumstances.  

 
87. The fiscal policy intent to stabilise debt is occurring, with the Government able to maintain its 

primary surplus target. Delivering on the fiscal policy intent has come with a welcomed rating 
upgrade by S&P Global, which will further assist in reducing debt costs and possibly future 
borrowing requirements. 

 
88. However, public debt is still growing at nearly three times the projected economic growth in the 

medium term. In the medium term, the Minister also notes that Debt-to-GDP will decline due 
to the expected short-term decline in GDP estimates as a short-term detriment in ensuring 
long-term fiscal recovery remains on track. 

 
89. The debt mix has also mainly remained the same from the 2024 Budget to the 2025 MTBPS, 

with foreign loans at just over 10% of total debt for the 2026/2027. However, it is now estimated 
that this will increase marginally to 11.4% by 2029. 
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Spending control – Non-interest spending 

YEAR 2025 2026 2027 2028 

BUDGET 2024  R1840bn R1932bn  

BUDGET 2025  R1884bn R1956bn R2038bn 

MTBPS 2025  R1900bn R1949bn R2023bn 

 
90. Ensuring that actual spending is equal to or lower than budgeted spending continues to be a 

challenge over the full medium term. Additional collections, even at mid-year, are quickly 
appropriated, even at the risk that full results may be lower. Where R26bn is the difference 
between a tax rate increase and not, “additional collections” of R19bn should not just be 
immediately appropriated. 

 
91. The Budget trajectory already exceeds that of Budget 2024 and demonstrates how difficult it 

is likely going to be to implement spending control over a full medium term. It will require not 
only the Ministers' estimates, but the Executive to implement and Parliament enforcing to 
enforce to ensure that the desired results are realised as quickly as possible. 
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Contingent Liabilities and Guarantees 

 
 

92. There were no additions to the guarantees between the 2024 and 2025 Budget Reviews, 
though an additional R94.8bn in guarantees has been provided to Transnet since then.  

 
93. The strategy to fund State-Owned Enterprises (SoEs) through guarantees, in order for them 

to use market debt rather than receive appropriations, remains a risk (and problematic) and 
results in increased risk that guarantees realise as state debt. ESKOM was a particular 
example of this.  

 
94. Also, accounting for debt assistance appropriations as outside the primary deficit or surplus, 

as done with ESKOM, is counter-productive, though an acknowledgement of how SoE debt is 
practically State debt, not just a guarantee. 

 
95. Transnet, in its 2025 Annual Report, has R232bn in long- and short-term debt and R367bn in 

total assets. However, as learnt from ESKOM, Transnet property assets are not realisable and 
many of those are disclosed at market value rather than cost, as seen in the Annual Financial 
Statements (AFS) note: 

    
96. These 3 asset classes at net book value are worth R148bn or nearly 50% of the R299 bn of 

the total non-current assets, i.e., realisable assets are at most, only R216bn vs R232bn in total 
liabilities.  

 
97. Furthermore, Transnet only has R9.9bn in cash and in 2025 saw a decrease in total cash 

flows of R3.9bn, which triggered its guarantee request from the government.  
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98. This creates the same cash flow constraint as seen at ESKOM, where its cash from operations 
was unable to meet operations and debt settlements, relying on the government to continually 
supplement ESKOM’s cash flow needs. 

 
99. Many other SoEs face the same conundrum, and municipalities (especially metros), which 

borrow from the market, are facing similar cash flow challenges due to over-indebtedness and 
declining cash flows from operations.  

 
100. This poses a significant risk to the debt estimates and trajectory. It is becoming increasingly 

important that National Government not only stabilise debt, but that more interventions are 
made to force similar at SoE’s and municipalities in particular. 

 
101. Fundamental challenges to the estimate are the ability to maintain the primary budget surplus 

that will contain the borrowing requirement to balance the budget (i.e. both revenue and 
expenditure), but also how quickly the private sector takes up and implements the economic 
plan of increasing GFCF.  

 
102. The latter is largely due to the fiscal strategy not to further increase the state's debt for large 

capital projects, but rather to reduce private capital investment risks. This strategy comes with 
its own risks, and in the medium term, the government will have to revert to contributing more 
to GFCF and achieve its 10% of GDP (2024: 4.6%) contribution as set out in the National 
Development Plan (NDP) and the current proposed target of 5.5% by 2029 risks being too slow 
a change in the reformulation of government expenditure. 

 
103. Another ongoing concern remains the exclusion, from the Budget, of legal liabilities, 

particularly in the Health and Police Departments.  

 
104. Looking at just the Health Department in 20239: 

 
9 PowerPoint Presentation 

https://static.pmg.org.za/240911Medico-legal_claims_Presentation_-_SCOPA_SCOA_and_PC_Health.pdf
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105. There is a material difference between claims (R75bn) and actual payments (R1,47bn), though 

it is unclear how much of the R75bn are settled and unpaid claims. It is also unclear if this is 
part of the R18,6bn accruals and payables not yet recognised (i.e. pre-spent budget) or 
whether that is merely daily operations creditors: 
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F. INFLATION TARGET 

 
YEAR 2025 2026 2027 2028 

BUDGET 2024 4.6% 4.6%   

BUDGET 2025 3.7% 4.2% 4.3%  

MTBPS 2025 3.3% 3.7% 3.3% 3.2% 

 
106. HALF YEAR ASSESSMENT: Inflation has remained lower than projected, mainly driven by 

subdued household consumption and government spending. 

 
107. National Treasury has formally adopted the lower interest rate of 3% with a +-1% tolerance 

rate from the previous 3-6% band as proposed by SARB. 

 
108. The Minister states: 

 
“In the short term, reducing the inflation target to 3 per cent will result in more cuts in interest 
rates than would be the case under a 4.5 per cent target. Over time, a lower target will decrease 
inflation and inflation expectations, creating the space for permanently lower interest rates, 
which will support household spending and investment – boosting economic growth and job 
creation. A lower target aligns the country with international best practice and makes the cost 
of borrowing cheaper by reducing the inflation risk premium that investors demand to lend to 
South Africa. However, lower inflation will also initially slow nominal GDP growth and 
revenue growth, given that tax receipts are linked to nominal GDP. This will reduce fiscal 
space, while the real value of public debt will decline more slowly.” 

 
109. INFLATION occurs (i.e. cause) when the money supply of a country grows faster than the 

economic output of the country. The effect of this (symptom) is that the price of goods and 
services increases for the same number of goods and services, (i.e. the purchasing power with 
of the same money decreases, making you “poorer”).  

 
110. Increases in money supply include: 

 money deposits from local savings (i.e. including SARB buying government securities 
from banks) 

 money through new deposits (debt issued without corresponding asset backing, i.e. 
fractional banking) 

 money added through loans from SARB to commercial banks 
 money added through the central bank by printing 
 money borrowed internationally to fund expenditure (i.e. not funded via taxes collected) 
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111. As stated by SARB, there are three basic causes of inflation: demand, supply and 
expectations10 (our emphasis and insertion). 

Demand-side inflation: When consumers (or the government) spend more money, prices 
tend to rise faster. By contrast, when consumers are under pressure and spend less, prices 
rise more slowly.  
 
Supply-side inflation: Inflation tends to decrease if it becomes cheaper to produce a good or 
service. For example, globalisation has made it cheaper to produce manufactured goods such 
as clothes and electronics. Conversely, inflation could increase if it becomes more expensive 
to produce goods or services. For example, a drought raises food prices. 
 
Expectations: This is the most abstract cause of inflation, but also the most important, 
especially for central banks. All countries experience supply and demand shocks, but different 
countries tend to have markedly different inflation rates. The reason for this is expectations. 
People who set prices and wages factor inflation in their decisions. For instance, 
employees usually expect a cost-of-living increase each year. Landlords adjust rental rates. 
Schools raise fees. This logic applies throughout the economy. When inflation expectations 
get out of control, demand can be very weak, but prices still rise rapidly. (This is called 
stagflation.) 

 
112. Demand-side shocks, which SARB can influence, seem to contribute most to inflation 11. 

However, supply shocks (which the SARB cannot influence), particularly global supply shocks, 
have increased significantly. 

 
113. To meet the new lower inflation target, the Minister is correct in saying that it will have to impact 

both public sector spending and the spending power of taxpayers. If public sector spending 
and borrowing do not decline at a corresponding rate, inflation will remain high, and interest 
rates will also remain high, potentially discouraging private sector spending even further.  

 
114. There is agreement that the long-term benefits outweigh the short-term negatives; however, it 

is the duration of the negatives and the equality thereof that will require careful 
consideration and continual adjustment. This is equally dependent on the government 
improving the productivity and efficiency of spending to achieve these outcomes. 

 
 

 
 

 
10 Monetary Policy 
11 Drivers of Inflation in South Africa Before and After the COVID‐19 Pandemic | Request PDF 

https://www.resbank.co.za/en/home/what-we-do/monetary-policy
https://www.researchgate.net/publication/392404369_Drivers_of_Inflation_in_South_Africa_Before_and_After_the_COVID-19_Pandemic#:%7E:text=Using%20quarterly%20data%20from%201999Q1,tools%20to%20stabilize%20price%20level.
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