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This presentations covers:

1. The budget as a communication tool
2. Observations on the South African experience

3. Principles of clear budget communications




The budget as a communications tool




What’s In
a hame”?

Budget

From the Latin bulga (to bulge)
came bouge in Middle French,
meaning a bag; or bougette,
the diminutive.

Non, ce n’est pas une baguette.

In the early 18" Century, the
ministers of the British Crown
carried their expenditure plans to
Parliament in a large leather bag,
which was referred to as the
budget.

— Webber and Wildavsky



Purpose of budget documentation

To provide a comprehensive, relevant,
timely, and reliable overview of the
government’s financial position and
performance, and set out the fiscal

projections.
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What Is transparency?

The quality of something that makes it easy to
understand -- Oxford

Printing or Posting # Transparency
Comprehensiveness # Clarity
Compliance # Policymaking
Data # Direction




Building
credibility

capital

Strong budget rules and
Institutions, backed by clear
communication and fiscal
transparency, enhance
credibility. That, in turn,
Improves access to credit and
secures more room for
maneuver in times of crisis.

-- IMF blog summarizing October 2021
Fiscal Monitor



THE SOUTH AFRICAN
EXPERIENCE




Open Budget Index (2019)




Transparency, oversight, participation
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South Africa’s main budget
documents

Medium Term Budget Policy Statement

Tabled in Parliament each October
Policy framework for three-year spending plans
Generally 45-50 pages, with 20 pages of appendices

Budget Review

Tabled each February in Parliament

Sets out the budget proposal for the year ahead
Covers economic and fiscal policy considerations
Accompanied by spending plans and legislation
About 100 pages of text, 100 pages of supplementary
materials and tables



What do
journalists
heed?

Credible numbers Iin accessible
narrative

Accurate assessment of
economic and fiscal position

Clarity (not jargon)
Interesting facts, comparisons
“So what?” and “what’s next?”

Clear policy position and trade-
offs

Headlines*



Budget day

 6am lockup — journalists given access to the
budget documents in a closed room under strict
embargo (no reporting).
With coffee!

« 11:00am press conference with finance minister,
treasury and central bank officials

* 2pm budget speech




For the press, a resource

DAILY.~ MAVERICK

At the same time, the Treasury offers tax
benefits to those who can afford to
contribute to pension funds. According to
the National Treasury’s latest Budget
Review, about R100-billion in benefits is
given to retirement funds.

Bloomberg

An allocation of 10.3 billion rand ($708 million) has been
made to buy and dispense the shots through March 2024,
the Treasury said Wednesday in the 2021 Budget Review.
A further 9 billion rand could be drawn from contingency
reserves and emergency allocations if needed as the final
co¢ _ "~main uncertain,
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South Africa is likely to absorb extra financ 1he National Treasury’s Budget Review 2020 noted that, although there have been

struggling power utility Eskom with new rer large tax increases over the last five years, the gap between projected and collected

measures in the next Budget Review, with revenue has continued to expand. Improving the efficiency of tax collection by building

cuts an option, ratings agency Moody’s sai the capacity of the South African Revenue Service and strengthening policies to reduce
fiscal leakages is, thus, key.




Transparency and the budget

FRIDAY 26 FEBRUARY 2016 BusinessDay

The

Pravin Gordhan

DON'T know whether to be
more or less nervous about the
country after Wednesday's

udget.

On one hand, Finance Minister
Pravin Gordhan made it all look so
easy. He didn't raise the income tax
1 have to pay and he seems to have
found enough other tax revenue,
and sufficient spending cuts, to
dramatically speed up what
economists like to call “fiscal
consolidation” — a fancy term for
lowering the budget deficit as
measured  against | the  gross
domestic product (GDP).

Where  his  predecessor,
Nhlanhla Nene, was going to
wrestle down spending only slowly
to bring the deficit to 3% of GDP by
2018-19, Gordhan outlined a plan
10 get it down to 2.4% in the same
time frame. It is a big number and
a big deal.

A 3% deficit is what you're
supposed to have, for instance,
before you're admitted to the Euro-
pean Union (EU). It is because the
Greeks lied about their deficit
before joining the EU that
creditors are now o suspicious of
them and lend only on the most

But then you read the Budget
Review, a document of blinding
transparency (and a lasting test-
ament to the honest endeavour of
b s nd you worry.

that our total national debt
(excluding local government and
state-owned companies) now
stands at R2,055.7bn (R2-trillion)
or that it will rise to R2,606.9bn in
the next two years.

It isn't because, as the review

e

Bottom

Peter Bruce

Twitter: @bruceps

THICK END
OF THE WEDGE

ident Jacob Zuma, will not have
even remotely appreciated what
Gordhan was able to do for them.
Instead, they resent him and the
Treasury.
Two days before the budget,
Zuma told journalists that he still
believed Des van Rooyen, whom he
briefly appointed after firing Nene,
was the best qualified man for the
job, a real slap in the face for Gord-
han at the worst possible time.

Fortunately,
review also makes it possible to
calculate exactly what that cata-
strophic decision is costing us.

To borrow money to fund
welfare, infrastructure, and (in-
creasingly) public sector salaries,

issues bonds,

growing your economy and by
collecting the extra taxes that flow
from the growth, as companies
make more profit and pay more
salaries to be taxed,

‘The yield, or return, on a‘South
African government 10-year bond
spiked alarmingly the moment
Zuma fired Nene,

Itisn't a capitalist plot, as some
idiots suggested at the time. It is
just a fact of the debt market. That
yield spike settled back a bit after
Gordhan was appointed (again),
but at a much higher level, and,
again according to the review, the
increase (to SA) in paying off that
debt has risen by R15.3bn over the
next two years,

That then is the official calcu-
lation of what Zuma's decision is
costing the government (let alone
the rest of us with higher interest
rates and inflation).

Excluding weekends and 13
public holidays, 1 get to 248
working days in SA a year. Two
years makes it 496 days.

Divide R15.3bn by 496 days and
you arrive at.-R30.8m per day to
pay for what Zuma did on
December 9 last year.

That's now. It could get worse if
the currency and growth slides and
the yield on our bonds rises.

It isn't the end of the world,

+ Some people thrive on high-yield

bonds even beyond the point where
the bonds are downgraded to junk
status by the

agencies.
You can still raise money, but it

omLine
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before joining the EU that

creditors are now so suspicious of

them and lend only on the most
_grotesque terms.

But then you read the Budget
Review, a document of blinding
transparency (and a lasting test-
ament to the honest endeavour of
the Treasury) and you worry.

It isn’t, as the review reveals,

that our total national debt




Transparency
& Integrity

“The national

budget process is highly
transparent and respected
globally.”

— Leon Myburgh, South
African Reserve Bank




Polling question

What are the main audiences for your core
budget documents? Select one.

a) Parliament f) Rating agencies

b) Financial markets g) NGOs

c) Journalists h) The public

d) Government 1) Economists
departments j) All of the above

e) Multilateral financial
Institutions



Our approach to the
South African budget

« Start with clear thinking. What is the
Treasury trying to say?

« Communicate goals and allocations,
policy shifts and new initiatives, and
successes and challenges

« Write for a non-technical audience,
using clear, accessible language.
Streamline, using appendices for
detail. Support with tables, graphs,
visual summaries.

« Budget as policy and planning tool.




PRINCIPLES OF CLEAR
BUDGET COMMUNICATION




Principles of clear budget
communication

Think about your reader
Write clearly and to the point
Structure documents logically

Ensure main policy documents
are concise

Omit unnecessary detail

Prefer concreteness to
abstraction

Reduce density
Use visual elements effectively
Provide sufficient analysis

Tell a story




Audience: Think about your reader

* Who is the budget written for? There are various target
audiences, but what's the goal?

« Convey economic ideas clearly for the non-specialist.
« Written in your own words.

* Not written for “those who will understand”.




FOMC Statements: Reading Grade Level and Length

Flesch-Kincaid Reading Grade Level - . .
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600 Bernanke

- e-mo ® Yellen " t h e

17

. ' Federal
3 Reserve

December 16, 2008
Beginning of Unconventional Monetary Policy

1993 1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 2017

Statement Release Date




Audience: Avoid an overly
technical approach

Lower deficits and lower gross financing needs have eased
tensions on the domestic capital market. Figure 6 shows that the
net issuance of domestic government paper hit a low point earlier
In 2018, In constant price terms. This was accompanied by a
decline In interest rates across the maturity spectrum. Interest
rates at issuance fell by 10 percentage points over the past two
years. Lower interest rates and net issuances had positive effects
on the fiscal accounts by reducing interest payments.



Write clearly and to the point

Clear understanding of
budget

Logical structure

Clear thinking

Understanding of
audience

A

Clear writing

Communicate key
messages




Write clearly and to the point

The main objective of the Scheme Is to encourage faster
adoption of Electric vehicles by way of offering upfront
Incentive on purchase of Electric vehicles and also by
establishing the necessary charging infrastructure for electric
vehicles.

The scheme encourages people to use electric cars by
offering a purchasing incentive and establishing charging
stations.



What is
jargon?

|
Asgmmetrlc ShoCK s

apital adequa

L Grose oriented FUNds=.
Demsaz:azw[).v.dend Distributing ds..

CrOWdlng out Aggregate deposits™ = 0 8 Balance of payments.__.

HAsymmetric ShocKgrpr

‘depoqxts DlSlnveﬂmgr?aﬁecelptg l:Capltal adequacg ratlo Liquidity

Cap‘ltal adequacu ratio,,

Bemonetisations Demand GranTt From g s s mmetrlc shock
- CrOWdlng OUt

Frbm

quuldlty

State Prowdent Fund
Demonetisation
Frbmeross state value added SIPWOng °Uf Gross Orxented Funds

1 Gross state value added ( apltal adequacy ratio*

A r gat depos:t"s

Capital adequacy ratio e e Dividend DIstributng F mu squl
Direct benefit transfer s
yments

"7 Gross Oriented FUNds:==




Avold Jjargon

During 2018-19, the growth rate of monetary aggregates
reverted to their long-term trend after experiencing an
unprecedented behaviour in 2016-17 led by demonetisation
and again in 2017-18 due to the process of remonetisation.
Reserve Money (MO) as on March 31, 2019, recorded a
growth of 14.5 percent over the previous year. The source of
expansion in MO was mainly driven by currency in circulation.



Explain technical terms

In Chapter 7 we look at risks that could affect the balance
sheet directly via balance sheet transactions (e.g. lending to
the private sector or issuing debt to purchase assets, as
when ‘bailing out the banks’), balance sheet transfers (when
the government assumes the liabilities of a private sector
entity, either in the real world or through a statistical
reclassification) and valuation effects (e.g. the effect of
currency movements on the sterling value of the foreign
exchange reserves).




Structure documents logically

2016 National Budget Statement Revised structure for 2017
1. Motion Foreword (Minister or Permanent Secretary)
2. Introduction 1. Overview
3. Arrears Clearance 2. Economic outlook
4. Economic overview 3. Fiscal framework
5. Budget Framework 4. Debt and external payment arrears
6. Revitalising Agriculture 5. Expenditure proposals
7. Advancing Beneficiation/\VValue Addition 6. Revenue measures
8. Encouraging Private Sector Investment 7. Spending plans
9. Unlocking the Potential of SMEs 8. Structural policy initiatives

10. Infrastructure Development & Utilities

11. Social Services Annexures:

12. Development Partner Support

13. Financial Sector Stability

14. Government Finances

15. Revenue Measures

16. Governance and Performance
Management

17. Anti-Corruption Thrust

18. Sustainable Development Goals

19. Conclusion

Annexures




Quantity

versus Brevity is the soul of wit

: (Shakespeare)
guality
Brevity is the | didn't have time to write a
sister of talent short letter, so | wrote a long
(Chekhov) ; one instead. (Twain)




“Budga_t I

517 pages

is 36 pages
of tables

nce!!

Keep it

concise



e concise, but provide context

BUDGET AT A GLANCE rakain Grore
Budget Revised Budget Actual
B Description 2020-21 2019-20 2019-20 2018-19
udget
Revenue and Foreign Grants
t I Revenues (Statement 1) 3,78,000 3,48,069 3,77,810 2,51,879
a a g an C e Tax Revenue 3,45,000 3,13,068 3,40,100 2,25,957
NBR Tax Revenue 3,30,000 3,00,500 3,25,600 2,18,616
Non-NBR Tax Revenue 15,000 12,567 14,500 7,342
Non-Tax Revenue 33,000 35,002 37,710 25,921
2 p ag e S Foreign Grants/1 (Statement V) 4,013 3,454 4,168 1,677
Total : 3,82,013 3,51,523 3,81,978 2,53,556
Expenditure
. Operating Expenditure 3,48,180 2,95,280 3,10,262 2,38,110
N O n ar rat I Ve Recurrent Expenditure (Statement I11) 3,11,190 2,74,907 2,77,934 2,117,807
of which 63,801 57,664 57,070 49,461
Domestic Interest 58,253 52,796 52,797 46,015
Foreign Interest 5,548 4,868 4,273 3,446
Capital Expenditure/2 (Statement 1V) 36,990 20,373 32,328 20,302
0 Net Outlay for Food Account Operation/3 (Statement VIII) 567 654 308 4,233
Loans & Advances (Net)/4 (Statement VIA) 4,210 3,294 937 - 1,708
Development Expenditure 2,15,043 2,02,349 2,111,683 1,51,055
Scheme/5 (Statement X) 2,522 1,833 1,463 184
Non-ADP Special Project (Statement VIA) 4,722 4,846 5,315 2,795
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Remove unnecessary detail,

reduce density

ORIGINAL

Because of poor rainfall last year and in
spite of less water in the dam, through
Sujalam Sufalam Yojana and Sauni Yojana,
the water reservoirs have been filled by
lifting water from the Narmada canal. By
filling Aji-1 and Nyari-1 for Rajkot city, Aji-3
and Ranjit Sagar for Jamnagar City, Veri-1
for Gondal city, Machchhu-2 for Morbi city,
Machchhu-1 for Wankaner city and
Bhandar-1 reservoir for Jetpur, Gondal and
other areas, Sukhbhadar reservoir for
Ranpur city and Tapar dam for Kutchchh,
with Narmada water, the drinking water
requirements of the people of these areas
have been met satisfactorily.

EDITED

Following poor rainfall last year, the
Sujalam Sufalam Yojana and Sauni Yojana
water schemes filled depleted reservoirs
by lifting water from the Narmada canal.
This ensured that all communities had
access to safe drinking water.



Prefer
concreteness
{o

abstraction

At the World Bank, a Shortage of
Concrete (Language)

A computer analysis of more than 65
years of the bank’s annual reports found
a sharp decline in factual precision,
replaced by what the researchers call
management discourse, a bureaucratic
gobbledygook whose meaning is hard to
decipher.

- New York Times, April 14, 2016
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1950

970
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4.6

Lost time

The number of
temporal adverbs
— like “now,”
“recently” and
“later” — per
thousand words
In World Bank
reports
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New Zealand: overview & outlook

Budget 2018 overview

Our priorities
Budget 2018 makes significant investment in the Coalition
Government's key priorities, building on the 100-Day Plan.

o+ Rebuilding critical public Enhancing and protecting
53 services S our natural resources

Promoting economic iy
r)v devalopm%nt “d 9 Enriching New Zealand's
I) supporting the regions = culture and identity

Taking action on child
@ poverty, housing and
homelessness

New investment in Budget 2018

Total net new capital
investment in Budget 2018

Total net new oporatlng
spending in Budget 2018

$2.8b $11.4b $3.8b

a year on average | over the forecast period in total

‘9-9 ) P **

436 407 Pe M
m] 47 ‘
813 ‘ m
369
Operating
spending by @ @
priority 6479 by priority 1810

(Smillions) (Smillions)

7
1168

* This reflects a net Increase of $409 million from operating tagged contingencies and
revenue and reprioritisation Initiatives. See Table 1 of the Summary of Initiatives document

% % This reflects a net increase of $211 million fram capital tagged contingencies and revenue
and reprioritisation initiatives. See Table 2 of the Summary of Initiatives document

Economic outlook

The outlook for the economy is positive

The Treasury forecasts economic growth of about 3.0 per cent per year on average
over the period to June 2022. The New Zealand economy is forecast to grow at a rate
faster than that expected for our major trading partners.

Economic growth (real GDP)
Annual ave
b

Trading partner growth forecast

ge % change Annual average % change

2 1
4 f UK N § \ A »

Yoar anded 30 J

2016 2018 2020 2022 m2018 W20 W 2020 W 2021
rce tats NZ e Tre ury
Unemployment is expected to remain steady over 2018 before falling to 4.1 per cent
in late 2019, in line with the Government’s target of reducing the unemployment rate

to 4.0 per cent by the end of this parliamentary term. Wage growth is forecast to be
higher than inflation each year and to gradually rise to 3.4 per cent in 2022.

Unemployment rate

f

Hourly wage growth

of labour force Annual % change
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Figure 1.3 Main budget revenue and spending
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B In-year spending adjustments

U S e tab I eS Main budget non-interest spending has increased by a net R36 billion in
effectively

the current year. This amount consists of R145 billion added to spending
for the fiscal response to the pandemic. This amount is partially offset by
R109 billion from the items shown in Table 2.2. The expenditure ceiling,
which excludes adjustments to the skills development levy, increases by
R44.1 billion in 2020/21 compared with the 2020 Budget estimate.

Table 2.2 Revisions to main budget non-interest expenditure

SUPPLEMENTARY R million 2020/21
BUDGET REVIEW Main budget non-interest expenditure (2020 Budget Review) 1536724
2020 Proposed upward expenditure adjustments 145 000
Proposed downward expenditure adjustments -100 885

National departments' baseline suspensions -54 403

‘ 5\'&-}’ %/ Repurposing of provincial equitable share -20 000
N5 .5 N4 Provincial conditional grant suspensions -13 848
*)* " : Local government conditional grant suspensions -12 633
Other adjustments -8 109

National Revenue Fund payments 13

Downward revisions to skills development levy -2122

Lower skills development levy due to 4-month holiday -6 000

Revised non-interest expenditure 1572730

Change in non-interest expenditure from 2020 Budget 36 006

Source: National Treasury




Provide analysis

Analysis helps your reader make sense of vast amounts of
Information
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Telling the
budget story
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Shaping long-term fiscal policy

South Africa, 2012 Medium Term Budget Policy Statement

The narrowing of fiscal space, in combination with the erosion of the link between budget
Inputs and social outputs, implies the need for additional measures to secure the country’s
fiscal footing and improve the quality of spending. Over the next three years spending
growth will remain stable and well contained...

If, however, the substantial risks to the outlook materialise and the economic
environment deteriorates, realising these fiscal objectives will require a
reconsideration of current spending and revenue plans. In a lower-growth scenario,
an appropriate balance between spending restraint and new revenue initiatives

would be necessary.
2012
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Shaping long-term fiscal policy

South Africa, 2014 MTBPS

The 2012 Medium Term Budget Policy Statement pointed out that if the
economic and fiscal outlook were to deteriorate, a reconsideration of
expenditure and revenue plans would be warranted. In the 2013 Budget,
government trimmed its spending plans and reduced the unallocated
contingency reserve. Eight months ago, the 2014 Budget stated that
additional measures to ensure fiscal sustainability would be required if
the economic outlook were to worsen.

That turning point has been reached.

2014
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Shaping long-term fiscal policy

2014 MTBPS continued...

Government proposes a series of measures to narrow the deficit and stabilise debt over the
medium term. The five elements of the fiscal package are as follows:

» Reduce growth in spending. Government will lower its 2014 Budget expenditure ceiling by
R25 billion over the next two years.

» Adjust tax policy and administration. Proposals will be introduced in the 2015 Budget to
generate additional revenue of at least R27 billion over the next two years.

« Strengthen budget preparation. Government will place greater emphasis on longer-term
planning and efficient resource allocation, within a fiscal framework that links aggregate
expenditure and economic growth beyond the medium term.

* Freeze government personnel headcounts. Government will also review funded
vacancies.

2014
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Recap

Think about your readers
Write to the point

Use a logical structure
Keep documents concise
Omit unnecessary detalil

a bk bR

7.
8.
9.

Prefer concreteness to
abstraction

Reduce density
Use visual elements
Provide sufficient analysis

10. Tell a story
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