
South Africa  
Medium-Term Budget Policy Statement 2021 
Tough choices in unprecedented times

© 2021. For information, contact Deloitte Touche Tohmatsu Limited. (chr) Based on National Treasury figures available at www.treasury.gov.za

Average nominal growth in spending

-2

Debt-service costs

Economic development

Community development

Health

Social development

Learning and culture

General public services

Peace and security

PercentRevised2020 Budget

0 2 4 6 8 10 12 14 16 18

20
16

/1
7

20
17

/1
8

20
18

/1
9

20
19

/2
0

20
20

/2
1

20
21

/2
2

20
22

/2
3

100

80

60

40

%
 o

f G
D

P

50.5
53.0

56.7

61.6
65.6

69.1
71.6

50.5
53.0

56.6

63.3

81.8
85.6

90.1

Revised2020 Budget

0 500 1000 1500 2000

2020/21

2021/22

2022/23

2023/24

R billion

1112.6

1279.5

1392.2

1425.4

1512.2

1609.7

1503.2

Revised2020 Budget

Balancing today’s 
demands with tomorrow’s 
opportunities

  @DeloitteSA | #MTBPS2020
  Deloitte South Africa

South Africa
Medium-Term  
Budget Policy 
Statement 
2020

Gross debt-to-GDP outlook Revenue collection

The gross debt-to-GDP outlook has deteriorated 
significantly since the 2020 Budget and is estimated to 
be 81.8% in 2020/21, up from the 65.6% forecast in the 
2020 Budget. The debt-to-GDP outlook is now forecast 
to increase to 95.3% of GDP by 2025/26.

MTBPS Highlights 
• Following the June 2020 Supplementary 

Budget, the MTBPS 2020 prioritises economic 
recovery and fiscal consolidation post South 
Africa’s response to the COVID-19 pandemic.

• No further details regarding a possible 
solidarity tax for high earners, increases 
to the fuel levy and estate duties, which 
were proposed by the President’s Economic 
Advisory Council and presented in July 2020, 
were presented. It is possible that more 
details will be shared in the 2021 Budget.

• The MTBPS outlines a re-composition 
in spending from consumption towards 
investment expenditure over the medium 
term through key non-interest spending 
reductions. 

• Key to this is a reduction in the public sector 
wage bill, with an average annual growth 
proposed of only 0.8% over the next three 
years, however, various obstacles remain.

• Expenditure priorities over the medium 
term are centred on learning and culture, 
and social development, with a key focus on 
increasing infrastructure spending over the 
next three years. 

• After re-examining spending priorities and 
with revised tax revenues over the medium 
term, the debt-to-GDP ratio is only expected 
to stabilise by 2025/26, at 95.3% – leaving no 
room for fiscal slippage.

• Various risks remain, including spending 
pressures burdening the public purse from 
a number of underperforming state-owned 
enterprises (SOEs). 

• Also, to improve spending efficiency and 
reduce wasteful expenditure, a zero-based 
approach to budgeting will be piloted at 
National Treasury and the Department of 
Public Enterprises next year. 

• The key challenge of raising the longer-term 
growth potential of South Africa remains. 
National Treasury and the Presidency have 
partnered to establish Operation Vulindlela – a 
delivery unit that will look to coordinate and 
accelerate the implementation of prioritised 
growth-enhancing structural reforms.
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Government spending priorities

The budget continues to prioritise social spending, 
including education, health and social grants, however, 
the growth in debt-service cost spending is forecast to 
increase at a faster pace of 16.1% over the medium-term 
forecast period, compared to a 12.3% forecast in the 
2020 Budget. A key focus over the next three years will 
be infrastructure spending.
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GDP growth forecast

Currently, global GDP is expected to contract by 4.4% in 
2020 (emerging and developing economies are forecast 
to contract by 3.3% in 2020). In contrast, GDP for South 
Africa is forecast to contract by 7.8% in 2020 (down 
from the 0.9% growth forecast for 2020 at the time of 
the 2020 Budget), rising to a GDP growth rate of 3.3% in 
2021 (coming off a low base in 2020) and moderating to 
1.5% in 2023.

Budget deficit 

The budget deficit for 2019/20 came in close to 
expectations at 6.4%, however, the deficit under the 
medium-term estimate is projected to worsten to 15.7% 
in 2020/21 before improving to 7.3% in 2023/24.
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Based on National Treasury figures available at: http://www.treasury.gov.za | © 2020 Deloitte & Touche. All rights reserved. Member of Deloitte Touche Tohmatsu Limited

Gross revenue collections are anticipated to be  
R312.8 billion less than initially forecast for 2020/21 and 
R232.7 billion less than initially forecast for 2021/22.
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sustainability and growth
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Government spending priorities

The budget continues to prioritise social spending, 
including education, health and social grants, however, 
the growth in debt-service cost spending is forecast to 
increase at a faster pace of 16.1% over the medium-term 
forecast period, compared to a 12.3% forecast in the 
2020 Budget. A key focus over the next three years will 
be infrastructure spending.
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GDP growth forecast

Currently, global GDP is expected to contract by 4.4% in 
2020 (emerging and developing economies are forecast 
to contract by 3.3% in 2020). In contrast, GDP for South 
Africa is forecast to contract by 7.8% in 2020 (down 
from the 0.9% growth forecast for 2020 at the time of 
the 2020 Budget), rising to a GDP growth rate of 3.3% in 
2021 (coming off a low base in 2020) and moderating to 
1.5% in 2023.

Budget deficit 

The budget deficit for 2019/20 came in close to 
expectations at 6.4%, however, the deficit under the 
medium-term estimate is projected to worsten to 15.7% 
in 2020/21 before improving to 7.3% in 2023/24.
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Based on National Treasury figures available at: http://www.treasury.gov.za | © 2020 Deloitte & Touche. All rights reserved. Member of Deloitte Touche Tohmatsu Limited

Gross revenue collections are anticipated to be  
R312.8 billion less than initially forecast for 2020/21 and 
R232.7 billion less than initially forecast for 2021/22.
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MTBPS highlights

The MTBPS 2021 continues to focus on economic and social recovery in the wake 
of the global pandemic and is a commitment to fiscal sustainability, long-term 
economic growth, reducing the budget deficit and stabilising debt.

The Finance Minister acknowledged that there must be clarity about the 
trade-offs involved in ensuring fiscal sustainability and supporting social and 
economic recovery. 

Debt service costs are expected to rise from approximately R269bn in 2021/22 to 
R366bn in 2024/25 and will become the largest portion of spending from 2022.

Higher than expected revenue collection, due to favourable commodity prices in 
the past year, provides government with additional resources to allocate on short-
term interventions.

The ongoing electricity crisis and its negative impact on the economy highlight 
the importance of efficient infrastructure that can improve competitiveness, 
productivity, attract investment and create employment.

Government is looking to stabilise energy supply through diversification of 
generation capacity, both through using the private sector and looking at 
alternative energy sources. 

The Finance Minister acknowledged that many state-owned companies (SOCs) 
have been managed badly and have performed sub-optimally. The restructuring 
of SOCs, guided by an assessment of their strategic relevance, will be a priority 
going forward.

In the transport sector, Transnet’s National Ports Authority will be corporatised as 
an independent subsidiary of Transnet, and Transnet Freight Rail will allow third-
parties access to the freight rail network. Both are expected to increase efficiency 
and competitiveness of the transport sector and support economic growth.

Other measures to support economic growth include the release of high demand 
spectrum and the completion of digital migration by 2022, the establishment of 
a National Water Resources Infrastructure Agency, as well as the rollout of the 
e-Visa system to 15 countries to boost tourism and attract skills.

Unemployment and poverty remain key concerns of the government. To enable 
job creation, government is committed to remove the regulatory burden on small, 
medium and micro enterprises and cooperatives, as well as to explore new small 
business support measures, including alternative funding models.

To address maladministration, the Public Procurement Bill is expected to be 
tabled before Parliament in FY22/23.

The MTBPS 2021 serves as a call for action to implement the necessary structural 
reforms that can unlock economic growth and can help to address the country’s 
socio-economic challenges.

Government spending priorities

Tax revenue collection

Gross tax revenue collections are anticipated to be R120.3 billion more than initially 
forecast for 2021/22 and R69.8 billion more than initially forecast for 2022/23. 
These increases are driven primarily by higher-than-expected commodity prices 
which results in increased corporate income tax collections.

Debt-service cost spending continues to increase but at a slower rate of 10.8% 
over the relevant medium-term forecast period, compared to 13.3% forecast at the 
2021 Budget. 

Revised GDP growth forecast

Budget deficit

Gross debt-to-GDP outlook

The gross debt-to-GDP outlook has improved since the 2021 Budget and is estimated  
to be 69.9% in 2021/22 down from the 74.1% forecast in the revised 2021 Budget. 
The debt-to-GDP outlook is now forecast to peak at 78.1% of GDP by 2025/26.

The budget deficit for 2020/21 came in as expected at 10%, however the deficit under the 
medium-term estimate is projected to improve to 7.8% in 2021/22 and 4.9% by 2024/25.
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From a fiscal year perspective, after a rebasing of GDP using constant 2015 prices, 
GDP growth for South Africa is forecast to increase by 6.2% in 2021/22 and then 
average 1.7% over the following three fiscal years. From a calendar year perspective, 
global GDP growth is expected to increase by 5.9% in 2021 and developing 
economies are forecast to grow by 6.4%.  After a contraction of 6.4% in 2020, 
South Africa is forecasting growth of 5.1% for calendar year 2021, followed by average 
growth of approximately 1.7% in the following three years.
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