
Backdrop

While there are signs of economic improvements in the global economy, it is still early 
days as much of the developed world continues to face a challenging growth 
environment. South Africa’s growth in 2012 fared better than much of the developed 
world, but has been below initial expectations at 2.5% for 2012 with 2013 projections 
estimated at 2.7%. This is well below the 5% required to deliver the sustainable job 
creation that our nation requires. One of our key impediments to growth in 2012 has 
been our relatively poor trade performance, which saw imports grow by 7% versus a 
1% gain in exports. Subdued global demand followed by lower commodity prices 
and disruptions in the mining sector, have all contributed to an increasing current 
account deficit.

Despite the challenging environment, the Minister has delivered a balanced budget 
offering tax relief of R7bn on personal income. Alongside this, government has 
committed to R10.4bn in spending cuts but remains focused on large-scale 
infrastructure programmes worth R827bn over the next 3 years. This path is expected 
to see a reduction in the budget deficit from 5.2% of GDP (2013/14) to 3.1% by 
2015/16. Furthermore, government plans to introduce a number of initiatives that will 
position South Africa as the core destination for companies turning to Africa as the 
next growth frontier. This will also strengthen our bargaining power as we develop 
working relations with our BRICS (Brazil, Russia, India, China) partners. 

With the National Development Plan (NDP) serving as the starting point for this year’s 
budget, government has reinforced its commitment to invest in education, 
healthcare, social welfare and public transport. The path to an inclusive and improved 
quality of life has been paved for our nation. Realising our potential requires collective 
effort and consideration to be applied to improving our efficiency and productivity. 

Government Expenditure

Total government expenditure is expected to increase by 8% per year from R1.1 
trillion in 2012/2013 to R1.3 trillion in 2015/2016. Of the R827bn commitment to 
infrastructure projects, R427 billion of this money will be allocated to schools, 
healthcare, water, sanitation, electricity, legal infrastructure and public transport. The 
remaining R400bn of infrastructure projects will be funded through the various 
state-owned enterprises such as Eskom and Transnet. To improve the quality of 
spending, provinces will only receive allocations if infrastructure plans meet certain 
benchmarks. We can expect a significant impact on job creation over the next 3 
years. 

The National Health Insurance scheme will not put additional pressure on the 
2013/2014 budget, although the Minister has warned that tax revenue will need to 
increase in order to fund this project over the long term.

Youth development remains a key focus area with R268bn being allocated to spend-
ing on education, sport and culture including construction of new universities in the 
Northern Cape and Mpumalanga.

 Social Spending

Government remains committed to supporting the economic upliftment of all South 
Africans and to deliver on its responsibilities in securing the wellbeing of the elderly 
and disadvantaged members of our society. Social grants will be increased in some 
key areas as tabulated below, and certain restrictions to old age grants will be  

With tax pressures mounting in much of the developed world, it is encouraging that 
the Minister is able to provide R7 billion worth of personal income tax relief. The tax 
threshold for people aged 65 and below has increased to R67 111 per annum, which 
means that those earning less than this will not pay any tax. Indirect taxes increased 
from the previous year, and higher fuel levies will compound consumer pressure 
experienced from increasing petrol prices. Some of the indirect taxes are noted in the 
table below:

For corporate entities, a carbon tax has been announced and will be implemented in 
2015, together with the phasing out of the electricity levy. Expanding the corporate 
tax umbrella plays a big role in government’s tax administration strategy and compli-
ance will be more carefully monitored in the years to come.  

Financial Sector Reforms

In keeping with government’s focus to encourage savings, government will expand 
on its incentive programmes. By April 2015, tax-preferred savings and investment 
accounts will be introduced. With regard to pension and retirement annuity funds, 
the tax deductibility of contributions for those below age 45 will increase from 
22.5% to 27.5% of the greater of remuneration or taxable income. 

Conclusion

The 2013 budget has been aligned to the objectives of the NDP, which is centered 
on improving the quality of life of all South Africans. This is being addressed by 
increasing spending on key areas such as education, healthcare, social welfare 
and infrastructure development while encouraging job creation, with a specific 
focus on youth employment. Importantly, the proposed budget focuses on key 
priorities while maintaining fiscal and financial stability.
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2013 Budget Review

Old Age Pension & Disability Grant 1200 1260

Old Age Pension & Disability Grant
(individuals over 75 years) 1220 1280

Foster Care Grant   770   800

Child Support Grant   280   290

CHANGES IN SOCIAL SPENDING

2012/2013 2013/2014

General fuel levy (C/litre)   198   213

Road accident fund (C/litre)     88     96

Plastic bag levy (C/bag)       4       6 

Incandescent Light bulb levy (R/bulb)  3.00   4.00

Cigarettes (R/20 Cigarettes) 10.32 10.92

CHANGES IN SPECIFIC INDIRECT TAXES

2012/2013Product 2013/2014

phased out by 2016, ensuring social support for all old age citizens. Extending 
access to basic services (housing, water, sanitation and electricity) remains a priority 
and subsidies will be extended to cover 60% of low income households.  While the 
commitment to social spending has increased, government is determined to ensure 
that this is not a substitute for job creation and will introduce a number of measures 
to incentivize the employment of young people entering the job market. A tax 
subsidy for those firms employing first time job seekers will be tabled in parliament 
for discussion.

Tax Proposals 
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