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Weak corporate taxes and the higher wage bill are rapidly eroding the fiscal position 

• Acute power shortages and inefficient logistics networks are seriously impacting government finances as revenue growth 
falls sharply despite a milder-than-expected global economic slowdown. At the same time, higher public sector wage 
increases and debt service costs are pushing expenditure higher. 

• Revenue: Corporate tax collections dropped sharply in the first four months of 2023/24, dragging total tax revenue on 
income and profits, while subdued VAT growth contained revenue from goods and services. 

• Expenditure: The higher-than-budget public sector wage settlement has become the major drag on the fiscal position, as it 
raises total spending significantly above budget, while the higher debt service costs are also adding to the pressure. 

• Budget deficit: Lower revenue and high expenditure growth point to a much wider budget deficit than projected in the 2023 
Budget Statement. Over the first four months of 2023/24, the budget shortfall totalled R191.1 billion, equivalent to 67.4% of the 
R283.7 billion consolidated budget deficit estimated for the fiscal year.  

Revenue trends 

The less favourable global environment and numerous domestic hindrances had a larger-than-anticipated impact on corporate 
taxes. Global demand has slowed, containing the increase in volumes, while commodity prices have plunged, with prices of South 
Africa's key mineral exports falling. According to the South African Reserve Bank, the basket price of merchandise exports fell by 
2% yoy in the second quarter of 2023. Domestic conditions have also worsened. The higher levels of load-shedding between 
January and May disrupted operations and inflated input costs as companies relied on expensive generators to keep the lights 
on, undermining corporate profitability.  

 

Total national revenue was down by 3.2% over the first four months of 2023/24 (April to July) compared with the same period in 
2022/23, with the main drag coming from lower taxes on income and profits.  

 

Over the period, taxes on income and profits were down by 4% yoy, pulled lower primarily by a significant drop in company taxes. 
Personal taxes have held up relatively well, rising by 7.5% yoy compared with 7.6% in 2022/23, boosted by strong non-regular pay 
(bonuses etc.) (Chart 3). Corporate taxes were 19.8% yoy lower in July after sliding by 20.5% yoy in the three months to June. The 
rate of decline in corporate taxes almost matched the slump over the first four months of 2020/21 at the height of the Covid 
lockdown restrictions (Chart 4). 

 

Revenue growth from taxes on goods and services has been undermined by weak gains in value-added tax (VAT), as consumption 
spending slowed, hurt by elevated inflation and sharply higher interest rates. VAT collections were up by 4.7% yoy over the four 
months to July, barely matching the inflation rate over the period.  

 

Chart 1:  Taxes on income and profits  Chart 2:  Taxes on goods and services 

 

 

Source: National Treasury and Nedbank calculations  Source: National Treasury and Nedbank calculations 
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Chart 3:  Personal income taxes faring better  Chart 4:  Corporate income taxes falling at almost the 2020 

pace 

 

 

Source: National Treasury and Nedbank calculations  Source: National Treasury and Nedbank calculations 

Expenditure trends 

Total national expenditure has risen by 9% yoy over the first four months of 2023/24, well above the targeted 3.4% increase for 
the fiscal year set in the budget, as public sector wages and debt service costs recorded sharp increases.  

 

The settlement with public sector unions for a 7.5% wage increase for 2023/24, well above the 1.6% increase factored in the budget 
numbers, costs the fiscus an additional R37.4 billion for the fiscal year. According to the National Treasury, provinces estimate a 
R24.8 billion overrun on compensation due to the implementation of the wage settlement. National Treasury has directed national 
departments and provinces to contain staff numbers and meet the additional wage spending from baseline allocations, as there 
will be no additional transfers from the National Revenue Fund (the wage bill numbers are only provided on an annual basis). 

 

Debt service costs are another key contributor to the sharp increase in aggregate expenditure. In the fiscal year to date, interest 
payments on debt have jumped by 19.3% yoy to R98.2 billion, raised by the higher debt stock and elevated interest rates. Although 
debt service costs rose in line with the budget estimates, equalling 28.8% of the total annual debt service budget, the rapidly 
widening budget deficit will result in higher-than-budgeted interest payments unless expenditure growth is restricted during the 
remainder of the fiscal year. 

 
Chart 5:  Wage bill and interest payments pressured total 

spending 
 Chart 6:  Interest payments rising at a faster rate 

 

 

Source: National Treasury and Nedbank calculations  Source: National Treasury and Nedbank calculations 

 

Summary 

The first four months of 2023/24 recorded lower revenue and expenditure increases well ahead of budget. The rapid increase in 
expenditure against the backdrop of underlying poor economic conditions threatens to significantly undermine the fiscal position 
in 2023/24 and beyond. The myriad economic challenges are clearly hurting tax collections, pointing to the urgent need to contain 
fiscal spending to restrict the widening of the budget deficit and the consequent increase in public debt and debt service costs.    
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DISCLAIMER 

The information furnished in this report (the "report"). which information may include opinions. estimates. indicative rates. terms. price quotations 

and projections. reflects the existing judgment of the author(s) and the prevailing market conditions as at the date of this report. which judgment 

and conditions are subject to change without notice. modification or amendment. This report does not necessarily reflect the opinion of Nedbank 

Limited ("Nedbank"). The information herein has been obtained from various sources. the accuracy and/or completeness of which Nedbank does 

not guarantee and for which Nedbank accepts no liability. 

 

Any prices or levels contained herein are preliminary and indicative only and do not represent bids or offers. These indications are provided solely 

for your information and consideration. The information contained in this publication may include results of analyses from a quantitative model 

which represent potential future events that may or may not be realised. and is not a complete analysis of every material fact representing any 

product. Any estimates included herein constitute Nedbank's judgment as of the date hereof and are subject to change without any notice. 

Nedbank and/or its affiliates may make a market in these instruments for our customers and for our own account. Accordingly. Nedbank's may 

have a position in any such instrument at any time. 

 

Nedbank recommends that independent tax. accounting. legal and financial advice be sought should any party seek to place any reliance on the 

information contained herein. This report is intended for use by professional and business investors only. It may not be considered as advice. 

recommendation or an offer to enter into or conclude any transactions. This report has been prepared for general dissemination and information 

purposes only and may not be construed as an offer to buy or sell or a solicitation of an offer to buy or sell any financial instruments or to participate 

in any particular trading strategy in any jurisdiction. Any additional information relative to any financial instruments and/or financial products 

reviewed in this report is available upon request. 

 

All rights reserved. Any unauthorised use or disclosure of this report is prohibited. This report may not be reproduced without the prior written 

consent of Nedbank. The information contained in this note is intended solely for the recipient and may not be distributed by the recipient. 

All trademarks. service marks and logos used in this report are trademarks or service marks or registered trademarks or service marks of 

Nedbank or its affiliates. 
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