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SA can still put on a parachute

FISCAL CLIFF: BEST WAY OUT WOULD BE TO CUT DOWN ON GOVT EXPENDITURE - EXPERT

= ‘The 30 Cabinet
portfolios are
unnecessary, could be
limited to 10.’

Ina Opperman

outh Africa is going

aver the fiscal eliff, af-

ter being warned about

it for a decade, and now

government is sudden-
ly seurrying to find more money
to put the brakes on the economic
decline - although there should
not be any expectations of major
changes with the election loom-
ing next year.

Professor Jannie Rossouw, vis-
iting professor at the Wits Busi-
ness School, says the danger he
and three other economists had
warned about in a journal article
in2014 has arrived.

“The end is never pretty and it
is here,” he says.

In their article they said their
use of the term “fiscal eliff” dif-
fers from how it is used in the US.

In South Africa it means the
government has run out ofincome
to cover growing government ex-
penditure. In the US, it depicts a
ceiling on the borrowing capacity
of the federal government.

There are three ways to stop
the country’s fall over the fiscal
cliff, he says: borrow more money,
increase tax revenue or cut gov-
ernment spending.

“We cannot borrow more
money, as it will affect our credit
grading and we are already on the
greylist. If the country is down-
graded further, it will affect the
rand and that will cause inflation
to increase again and that will af-
fect interest rates.”

The SA Revenue Service statis-
ties for 2022 showed who paid the
mast tax.

Personal ineome tax contrib-
uted 35.5%, VAT 25% and corpo-
rate income tax was 20.7%, com-
prising 81.2% of total tax revenue
collections.

Rossouw says increasing tax
would not help mueh. High-in-
come earners who paid 20% of tax
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would simply emigrate.

The economy is also growing at
aslower rate than the population.

Therefore, Rossouw says, as fi-
nancial advisors have been telling
eonsumers for years, government
must stop spending.

“Stop wasting money, stop the
mismanagement of taxpayers’
money, charge government em-
ployees who are involved in cor-
ruption and stop overseas travel
and buying expensive cars.

“Let everybody in government
drive around in cheap, locally
manufactured cars and stay at
home. Meetings and conferences
can happen virtually.”

Rossouw says the fact that Min-
ister of Finance Enoch Godong-
wana got involved in discussing
cost-cutting measures last week
shows how serious the problem
is. He is impressed Godongwana
is holding his own in this regard.

The Free Market Foundation
(FMF) has called on Godongwana
to cut Cabinet roles and shelve the
National Health Insurance.

It says Treasury’s announce-
ment that there must be signif-
icant budget cuts is a welcome
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sign of fiscal prudence in an age of
reckless spending.

It proposes a drastic cut to the
size of government, without hin-
dering its obligations in terms of
the constitution, as well as shelv-
ing “any financially unsustain-
able plans like National Health
Insurance or the basic income
grant”,

The constitution only man-
dates the existence of the Cabinet
portfolios of president, deputy
president, finance, cooperative
governance, justice, defence and
police.

The FMF says portfolios not
required explicitly or implicit-
ly are discretionary and SA has
too many of these discretionary
portfolios, costing the taxpayer
millions.

It proposes the current
3o-member Cabinet can be con-

stitutionally and responsibly
reduced.
Ten bureaucracies

» The Presidency, including
the president and deputy presi-
dent.

» Finance.

» Defence, including state se-
curity.

P Justice.

» Home affairs, including po-
lice and correctional services.

» International relations, in-
cluding aspects of the current
trade, industry and competition
portfolio.

» Public service, including
planning, monitoring and evalu-
ation.

» Public works, inecluding
transport, electricity, water and
sanitation, and aspects of agri-
culture, land reform and rural de-
velopment, forestry, fisheries and
the environment.

» Cooperative governance

» Social development, includ-
ing aspects of the forestry, fish-
eries and the environment, and
labour and employment.

vendor swerves past potholes at Small Farm this year. Picture: Nigel Sibanda

The FMF proposes that gov-
ernment scrap basic education,
higher education, health and
human settlements, and devolve
their functions to municipal and
provineial governments, while
the social development portfolio
in the central sphere of govern-
ment would be responsible for
the administration of education,
healthcare and housing vouchers
for indigent citizens.
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Portfolios that can be scrapped
» Mineral resources and
energy.

» Women, youth and persons
with disabilities.

» Small business adminis-
tration.

» Sport, arts and culture.

» Tourism.

» Science and innovation,

» Communications and digital
technologies.

» Agriculture, land reform and
rural development.

» Labour and employment.

The FMF says SA must not be
naive.

“We realise that South Africa’s
Cabinet and the dizzying num-
ber of official posts has more to
do with political patronage than
with constitutional government,”
said Martin van Staden, head of
policy at the FMF.

“However, with this proposal
we seek to show the small num-
ber of responsible people in gov-
ernment and society at large that
reform is possible without drastic
interventions such as a constitu-
tional amendment.”

The organisation says it is
heartened that National Treas-
ury is realising that fiscal respon-
sibility is key to South Africa's
sustainability.

“Municipalities like Tshwane
have had similar realisations, and
athers, like eThekwini - present-
ly experiencing a necessary and
commendable rate boycott - must
have them sooner rather than lat-
er.” - inao@citizen.co.za
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