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Abstract

This paper investigates the usefulness of conventional definitions of the budget deficit in
fiscal sustainaility analysis.  Various alternative definitions are explored and used in an
intertemporal budget constraint analysis.  A necessary and sufficient condition for
sustainability is that as n approaches infinity, the discounted value of the expected debt/GDP
ratio converges to zero.  This is also known as the transversality condition, meaning that no
new debt has to be issued to meet interest payments (fiscal sustainability).  The following
hypothesis was set and tested by this study: is the conventional budget balance, as
generally accepted and used, still relevant for South Africa? The paper found that several
possible alternatives are available but it must be viewed from their applicability to the South
African context. Several were not suitable for South Africa – only because of a serious lack
of available data to make them operational. The paper also highlights the need for reforms in
government financial information in South Africa.
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