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Memorandum on Value Added Tax

Meeting between State President, F. W. de Klerk andCo—ordinating Committee on
VAT - 24 September 1991   
1. Introduction

We come to this meeting today with three major Concerns.

Firstly, we are extremely concerned that the implementation of VAT in its present
form will have a serious impact on the standard of living of the majority of South
Africans.

Secondly, we believe that South Africa is in a very delicate stage of transition where
the foundations for a negotiated settlement are being laid. The possibilities for
consensus were well demonstrated by the conclusibn of the National Peace Accord.

However, the issue of VAT has the potential to split the nation and seriously
jeopardise the fragile process of negotiations and the possibilities of achieving
consensus in a whole range of arenas including the political and socio—economic.

Thirdly, our deliberations with the government have shown that the introduction of
VAT is part of a more far reaching process of economic restructuring. It is not
acceptable to the major players in the economic and political field that such a far
reaching restructuring should be unilaterally implemented.

The Working Group between the Co-ordinating Committee on VAT and the
Department of Finance were not able to substantiate the claims made to justify the
urgent need to implement VAT or the benefits that VAT would bring to the economy.

The structural economic crisis in which we find ourselves can not be solved easily or
quickly and we do not believe that the implementation of VAT will achieve economic
growth unless it is part of a much more substantial negotiated programme.
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THE storm over the govern-

ment’s controversial Value

Added Tax rages on with new

threats 0‘ widespread industri-
al action.

In a dramatic plea, super-
market chief Mr Raymond
Ackerman hes celled on the
government “in the intereets of
peaceful negotiations” to put
off VAT for at test a year.
Amid I new wave of 0-

tests. more than 20 antl- AT
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tiations for 1 more acceptable
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the Interests 01 aceful negoti-
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33.35:. a 1:53;."

Mr Ackermm. chairman end

chic! executive of the compe—
ny, emphasised he was Speak-
ing in ht: personal capacity.

“Itlmtswearing my Ptek'u
Pay hat I would say go ahead
with it.” he said.

If VAT wee delayed his oom-
y stood to Ioee the thmfl-

K3: it had spent on implement-
ing the system.
But he saith “Mr De Klerk

should overrule everyone and.

   

make a decision that is good
for the country.“
Mr Ackerman said the 1m-

plementatton of VAT on Sep-
tember 30 would reeult in a tu
revolt.
“VAT is dividing South Alti-

cans at a time when the coun-
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“The leftwiog feels very htt-
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The public it wrong-
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are demonstrations and
marches tn the streets.”
The Receiver of Revenue

was considering allowing re.
tailere to sell nods already
marked up at 11
VAT rate on the
that this would he reduced to
it? put caui .11. 3:: L313, {:12 Aik-
ermen said.

“This is eheolutely crazy and
I am totally oppoeed to h. It
wouflheveryeontumgan
youxmaghnethehevfidetmem

Meanwhile the Democratic
Party has called on the govern-

setionn. business, trade unions.
consumer organisation: and

mater retiet or anisations to

negotiate amen ments to the

The“ Democratic Part has:
listed the government’s " undao

mom

_ '7‘
. 5,7;
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ng.

untddequ’ !
wutehentnhhrueryl’ltthe

 

mendeyeh ,. to wl'ehruery, w tehouldheve
euccudwhere mmm been the touchu to the

aemenymontheendmoreztocleer tevalechotnoveI-nmentclertty
upconfueionehouttheoewtu.“ ehoutthereteenddtthertngend
to publicise tte benefit: end
attractions.

It government hed decided to re-
duce 681‘ from 13% to 10%, but to
extend tte eppttcetton to previously
exempted goode, it would heve
found a wey to get both ‘
acroee to the buying public. The
must now he done by the govern-
ment-sponeored Vetwetch commit-
tee, whole members have found en
alarming degree 0! tnorenee and
plain exploitation es the implemen-
tation date for VAT neere.
The decision to implement VAT

hechtrechtng about the rate, .3.

HVetwetchletoheepohtto-
wetchdoutoeedetoheeeentohtte.
‘l'het meene humiliating ten
hy puhttehtna theh- nemee.
hctty would help elhntnete the tg-
oorence which mekee the explotte-
ttou poeethle. And t! tt down
eome prices. thet te whet AT wee
euppoeed to do. Beeeuee d thoee
vested months, the tee who
remember don’t believe it.

mental unstakee" in introduc- '

ing VAT. These were that

I It failed to consult widely
with the major political organi-
sations not represented in par-
liament. lncludlng the trade
union:

3

IR overruled key recom- ..
mendatjens {tom Vatcom, the
committee established to hear
and consider representations;

I It had in th discussions
with an Intema one! Moneta
Fund (IMF) delegation, mu
of whose advice was accepted
without substantiating the rea-
sons for acceptance;
I It failed to allow parlia-

ment to consider final recom-
mendations and motivate
amendments. The consultation .
process was merefore iecmu
ptete and consensus was not
obtained;
I It failed to react in time to

393' tnhhv qrnnne enrh n: Inna!

authbrit'ie‘é arid the medical '
profession.
The y said the number of

basic oods meted ehould
be Increased; targeted rettet’

remmee should be in place
Waxha- 30 when VAT Is
Int need; e uete money
should he availeh e to eeehion
the impact of the tax; and VAT
shank! not be imposed on medi-
cal services and prescribed
medicines.

‘ ‘3'
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THEWEEKLYMALW;, mmmzmem

blunt political weapon ~. . .-
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We’re a week from VAT Day and
the controversy still rages.

We asked two wribrs to argue the
case for and against. starting with

VAT enthusiast
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2.1.

f»
)

F»
)

2.3.

2.4.

3.1

3.2

3.2.1.

3.2.2.

3.2.3.

3.2.4.

3.2.5.

3.2.6.

Review of events

Our letter, dated 19 September 1991, to you requesting a meeting spelt out the
events to date. A copy of this letter is attached.

Yesterday, 23 September 1991, a second VAT Summit was held. It was
attended by 47 organisations including organisations which had not previously
allied themselves with us. This makes a total of 104 organisations now
supporting our initiative.

The Summit heard reports of the upsurge of support in all sectors of the public
for the campaign.

The Summit unanimously rejected as inadequate the amendments made by the
Minister of Finance at a meeting between the Co-ordinating Committee on vAT
and himself on 17 September 1991. lnStead the meeting re-affirmed their
support for the proposals adopted at the first VAT Summit on 22nd August.
Section 3 (below) lists our present proposals to resolve the VAT dispute.

Proposals to resolve the VAT dispute

The Summit supported the view of the Co—ordinating Committee, based on the
opinion of our Expert Group, that a postponement of all or part of VAT would
be the best solution to allow a substantive process of negotiation to resolve the

shortcomings of VAT.

The following is a summary of our demands to address these shortcomings:

Zero—rating of the following foods: Fresh meat, poultry, fresh vegetables, fresh
fruit, legumes (dried, canned or fresh), fresh milk and powdered milk, grain
and grain products, cooking oil and tinned fish. This list has been provided to
us by nutritional experts.

Zero—rating of scheduled medicines and exemptions on medical services.

Zero—rating of water and electricity.

Negotiation of poverty relief programmes.

Measures to assist small business to overcome the problems created by VAT.

Stronger controls against price abuse.



l

 

 

, evitehle.

 

'23 / f/t,

 

By CURT VON KEYSERUIGK

THE GOVERNMENT painted lteelt lnto a corner
that forced ieet-mlnute chengee to Vet thle
week. say huelneeemen.

stick peak
“It’s crisis management,"

leader. who ask: not to be non:
International Monetary Fund recom-

% Vat. the Government wee warned that

“Aithou h the
mended l
anythlhz over 10% would
cauee ?oiiticei problems."
Ems & Young tax partner

David Clo“ says: "Given the
decision to go with 12%. the
Government should have
coupled s'ubllcntion of this
ll ure wi an announcement
0 huge project: to help the

r.
"The relief meeeuree

- announced beforehand were
not enough."

Buaiheea Timee hee loemt
that Finance Mlhtlter Bar-
ehd du Pleula decided to re-
duce Vet lrom 12% to 10% at
late ae laat Sunday. He
worked into the hlght to drett
the revieed Vet etructure.

it received Cabinet appro-
val on Wedheedey ehortly
before beta; announced.
The result 1: e pach‘we

that economlate eey l
hinder economic growth.

Fuel
Aubrey chltmah. honor-

ary proleeeor o! economlce at
Wt: Buelheee School. laye-
‘“l’hememeudmeht:o were
Pm Ym M
porular Opinion: end £m-
ca demands. but they not
help tax retorm end long-
term growth.

“They merely delet- the‘l;

"tropa-
alve I became lt tee
Vat'e gt—coo mete.
Becauee fuel tea not re-

hateahle. lte increeeed ooet
will caecade all bull-
heeeee whoee are al-
lected by the rice of petrol
end diesel. in eo to e
leeeer extent as e reeult oi
tncreeeed exciee dutiee.

“I eccept thet there should
beetexonfueljutehlgher
fuel tax la very much second
beet to hi :- Vet.
“Reduc g the Vet rate

will eleo thereaee the Gov-
ernment's deficit which haa
inflationary implication: and
could delay the reduction of
nominal interest ratea.
“Mr Du Pleuie says the

lower Vet rete could delay
the reduction of corporate
tax and the to mar i in-
come rate to % w oh the
Government hoped to
achieve in the next three
years.

"Our effective compeny
and personal tax rates are

.e?’ a huaineee

high by world atahdarde. ll
they ere not reduced. SA will
remain relativel unattrac-
tive for both orel and
domestic investment.
Rand Merchant Bank

economist Rudolph Gouwe
eaye: "ldeall . the Govern-
ment thou d not have
compromleed 0:: Vet. How-
ever. it had no option but to
take account of polltlcel
reelitiee."

Proleeeor Dicltmen eeye o!
the clalm thet Vet taltee
money from conaumera and
puta it in the pocket 0! hull-
heee: “'l'hle doee not mad
very loud. but we must re-
member that the huelheea.
eector la the key to the coun-

‘a economic eurvlval.
“If we do not have lnveet-

meht. we will have no new

Proteeeor chlunan ee
Vat ie a vital element 0! e
proceee ol tremltiou. coun-
zeouely embarked on acute
yeere ago. and the additional
economic reetructurln.

mete loduetry
moreoom tlve.

creeee revenue from thoee
blocks who eecepe their
ehare of burden
rent end electricity
From now on they peg

hi er exciee texee on me
th p ee television eete. elle-
rettee end been. more the
88% 0! which la drunk hy
hlecke.
Black text operators. who

do not receive State euhel-
dlee, will pe more for petrol.
Mr Du aid at hie

newe conference that in-
creeeed exciee dutiee could
not be celled a burden on the
very poor because “thoee
who cannot efford to buy food
certainly cannot word theee
items”.
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Sacob pleads
for consumer
 

 

WMIW

THE SA Chamber 0! Buel-
heee (Secoh) hae appeeled

hueineee theto to
benefit: at VAT mpgtom-

Government-e eluted
wetchdog body etwatch.
aeye that ln reoeht' moothe a
wide range of poet-Vat price
mumun en-

oh eer-
38? currently exempt from

range from ehort-
term and elfleree
to theatre eeaeon ticket:
Proteom- Tuer appeala to

huelneee to calculate poet-Vat
pricee end to tehe into
account
will reeult from Vat,

“If bueiheee ueee the immi-
nent introduction!um
u e reaeon or
priceeitwillbeeeeverehlow
to attempu to curb inflation."
Sacoh eeye capltel interme-

diate goods have been
exempted from Vet in the ln-
tereete of economic growth.
Job creation and lntetnetionel
competitiveheea. .

coetbeneflte that

The coet eevlhp will take
tlmetopermeete the
e o! theretoyatem.
et which lhmtmeht declaione
are made. Compileoce coeta
ere alao
Gene! price increeeee

aleo meke it uhllheiy that the
hill ooet avian can be

to common

identified with tangible hehe-
ilta (tom the implementation
0! Vat."
The rete cut to 10% can

eleo be included in commie-
tlve marketing etreteglee
eayeSoooh. -

Ronege
The organiaatlon also

3%. m. WWW“?w vero
Revenue can lead to higher
coeta end the inability to.
clalm credite.
Companiea muet ensure

they are geered to handle Vat
before September so.
Secob eeye bueineeemeh

should “take every opportun-
ity to urge Government not

on its commit-to
. meat” to lower personal and
com y tax.
"me Vet la eventually

supported by personal and
corporate tax relief. econom-
ic domence will continue
to edvereely effected.

“Direct taxation is now the
Achtllee’ heel of tax reform."  
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Prices should no increase -—- Tager

Chai U ”Stores

vow to pass on

VAT savings
MAJOR retail chains and manufactur-
ers yesterday made a public pledge to

pass on to customers the cost benefits

derived from VAT.
They also promised their prtcmg poli-

cies would fairly reflect these benefits.
In a separate statement. Woolworths an-

nounced it would submdise until October 13
the prices of basic foodstuffs previously
exempt from CST.
The pledge by 17 companies. including

Pick 'n Pay. Checkers. Spar. Metro, Score,

Game, Fedfood. Premier Food Industries

and Unilever, arose from a meeting called

by Vatwatch last week and out of concern

that there would be huge price hika fol-

lowing VAT's introduction.
Major companies were called on to

adopt the pledge which urged suppliers to

pass on to them any cost benefits, to pass

these on to customers, to ensure pricing

policies fairly reflected any VAT benefits,
and to encourage others in the business
community to adopt the pledge.

Vatwatch’s Prof Louise Tager said the

pledgewasamessagealmedathothcon-

sumers and business in an attempt to make

them aware of VAT savings.
“1 am very concerned that the full impli-

cations of the system have not connected in
the mint 0! the entire business section,”

she said.
Tager pointed out that because of the

savings businesses would enjoy. prices

should not increase at all.
Some signatories said yesterday the ex-

pected savings derived from VAT would be

minimal.

-M.ilitant doct
SOUTH Africa‘s dis-
pensing practitioners
yesterday added their
voices to the .outcry

against the imposition

 

MARClA KLEIN
and SUSAN RUSSELL A

Premier Food Industries MD Willem de
Kok said while hlS group subscribed fully
to the pledge, it did not expect any signifi-
cant savings to flow through following the
introduction of VAT.
He said Premier had done a straight

calculation on the effect of the introduc-
tion of VAT on its food basket. With only
brown bread and maize meal being VAT
exempt there would be a 4.8% increase on ‘

the price of the basket.
Fedfood MD Jan du Toit said his group

would make every effort to keep the food

prices as low as possible. However. he said

the huge figures which had been mentioned

in terms of savings on input tax were

hypothetical. especially regarding the

mass 9 need products where savings

frequently were only a fraction of a cent

The first major group to announce it

would actively pass on VAT savings to

customers was Woolworths
Woolworth: financial director Ray

Schur said more than zoo basic food items

which were tree of GST would he subsidis-

ed by Woolworths. effectively keeping the

prices at pre-VAT levels
Meanwhile. Cosatu spokesman Neil

Coleman said while the signatories’ inten-
tions were laudable. this meant the public
had to rely on the good faith and promises
of retailers .
What was needed to prevent price abuse,

Coleman said. was statutory enforceable
safeguards.
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cwto
Cosatu~led Co—ordinating
Committee on VAT sum-

ON the eve of a mas-

sive anti-VAT summit

today, more than 300

angry doctors yester-

day resolved to resist

Value Added Tax on
medical services and
prescription medi-

cines unless the

Government zero-

rated them.

One of the possible

5mm the doctors put
forward was to refuse to
collect VAT on their ser.

vices 0" pay VAT for
those services to the
Government - a proposal
they Will put to the

Dispensing tic; tfllfi
DISPENSING practitioners
added their voice to protests against

VAT on medical services. prescripo

tion medicines and essential foods. At

a meeting held at a Jan Smuts Air~

port hotel and attended by hundreds

of doctors. the Dispensing Family

Practitioners’ Association resolved

to:

2 Call on all members not to collect

VAT or to pay VAT to the Receiver of

Revenue;

:- Call on the Medical Association of

SA and the National Medical and

’7/
L

mit in

today.

The summit. of repre-
sentatives from about 93
organisations. is meeting
to formulate a plan of ac-
tion against VAT which
comes into effect at mid~
night on Sunday.

. The dispensing prac~
tmoners also called on
State Premdent FW de
Klerlt to debate openly on
prime time television the
morality of introducing
VAT on medical services
and prescfipdm medi-
cmes.

Johannesburg

L1

veL

doctors;

”Since the Minister of
Finance (Mr Barend du

Plessis) refuses to discuss
the morality of the issue,
perhaps the President
will." one doctor said.

Dr J0e Maelane said
doctors rcjccwd “the

serious blunder made by
mid VAT experts“
who included health in the
VAT net.

Wcstcm Cape chairman
°f the,Disrmsing Family
Pracnnonexs’ Association
Dr R Rapid said New
02;?“ was the only

man to

VATOI'IMK apply

{to fight VAT
Dental Association and other bodies
to make a similar call;
3 Call on the public not to pay VAT to

C3 Call on medical aid schemes not to
pay the 8% in lieu of VAT to doctors;
E] If they do. to pay it into a trust fund
established by the Dispensing Family
Practitioners' Association.
A second motion called on Presi-

dent F W de Klerh to debate on tele-
vision the morality of introducing

 

of Value-added Tax on
medical services, pres-
:ription medicines and
:ssential foodstuffs.
At a militant meeting.

teld at a Jan Smuts Air—
»ort hotel and attended
vy hundreds of doctors.
he Dispensing Family
’ractitioners‘ Association

pay VAT to the Receiver
of Revenue.

0 Call on the Medical

Association of South

Africa (Masa) and the
National Medical and
Dental Association

(Namda) and other medi-
cal bodies to also make
this call.

0 Call on the public

eta!!!
VATtodoctnn-lfthey
do, to m the eight per-
cent in em fund e9
tablidled by the associa-
tion.

Finaneerefusestodiscuss

themornlityoltheissue,
the State Presi-

dent win.” one doctor

fuel
.. d' ',".h.e

’ saithfltne ‘ mci-

u c l. mums: ‘ were .
“aleflm’z

. HeWafie
introdwln‘ VAT on medal wad” for

mm"W.I'IICS. / s u ‘ ' .

“S“ the Mi . 0‘ Man‘le"w

VAT on medical services and pre-
scription medicines. — Sapa.

7‘“

 

erVAT
“Tax on health care is

an act of sheer financxal
desperation." Rapiti said.

However, the desperate
ones were blacks and poor
whites.

He predicted that VAT
on medical services would
lead to mass reSignan'ons
from medical aid
someties. the filling of
overcrowded State hospi-
tals and the demise of
more medical aid soci-
cues.

“We are not opposed to
VAT, we are Just saying
the way it is being imple
mented is net good."
Rapiti said

 

Marchers

hold up
[6/ q/(

tragficy
By Peter Davies
 

Congress of South Attican
Trade Ualus saggortars
turned Johaanfih‘fll Blty
sum into am chant-
in‘ sea at humanity yesterday
during a protest march to
voice opposition to the Gov~
ernment’a in: lementa
of VAT. 9 tton
The march, which was

peaceful and well organised.
was marked by a heavy po-
lice presence and disrupted
lunch tramc.

It began in Pleas Street at’
noon and ended with the hand-
ing over at two wands to
the station at John
Vonter Square. Colonel A J
Iatthee.
Ola lath, adt-aed to the

Minister of Law and Order
called for a speedy, decisive
and to towuhtp violence which
Civic Aaaectadon of Southern
Transvaal eneral secretar}
loans hla said was now

‘A.

 
  

 

 

‘esolvedto:
-

‘ .

0 Call on all members 00' '0 m VAT *0 doc- W “'7 F". M M40 M “Y 4 , spilling ovar into «the

not to collect VAT or to tors. ‘ , Whmmof 31m ”3:3. “id m . - n.

‘
senior doctos. '

other letter. eddreased

I to Plume tum Barend du 

 

Masa responsible for the
“immorality of having to
tax the patients who come
to our roosns‘.

 

4,1:th “ll
1' SEEM sate to say that fl week
wllaeemuehmoresnarllngandmwl-
in over the hue of the new Value

 

COSATU gelled saue-
mhfldhohsbisnd
on the Sowenwllndio

 

aMm bmwouldenhalkou

M.SodAmmu-im Wat:-
!“— hdwmemwasde.
RWUH

m?“°§ °“ Replying to Stanza's
3' WW .

parties and . .. queanonfmm as

. . “W towhythetaxshwldnotbe
“'mmum uiedomfintandchecked
tional Council of had:

 

for effects-he aid: “It is
mauve social upheaval as Unions.
itmldu'etmnypoa Nauho' aaidthetaxofly dagehtzus. theGovem-. a track record of

sewed the wowmenus b -
He said Cosatu snp- of big basins. Moteover, . “Ill... taxpayers

pound VAT in principle. the Government was '
However.theGoverunent rnexely‘ ' pro- WWW“
waheingmdemocaficin muum them“- “min!"
Manmwith- MonetlyFund. woulddvmclyaffectme
mnhroadeonsultation with Naidoo tlneatened mu undetv-id-

/

“WWWeristaking
Vat from a first world

mmmmmm-
plyithete.Hehasalways
saidheisnotprepatedto‘

clout and credflaility.
“I believe they should

be investigated by a com-
 

 

'—

Commit

edhauleu'ound.

tinker!

1-th

howhlsrwn.

aeyaldskm. 

Added'l‘asWAanetoheWat
theeldoftheuonth.

isnttoufleVAT,
andthewflahuedalhnflomapoflfl-

Ne tando- wlthout representation. b

MMMhmuchmhthat.
Fat years, through income and mint:
other fonts 0! lanes, blacks have been

towardstheheomeof
.nW”!

thematrywlthuthavluuysayatallh  
l‘hehsmemlfsuchathhcheunlu.

would of course bem and, for that
mhmhehandledwflhgnatdeh-

theuflaboheadnmfiem
flondhhekhpafieneeaaddourdedn
thattheoldordershouldmkewayfotthe
newwlthoutanydehy.

“Wk“poverty

inlin-
taagatlve effect on the

The secretaty ot Coutu’s
'ltwatarataud region.

r I. only power at

“Ia don’t have the power

Wbannersw u.
”astunts, into a multi-

“m VA . “VAT on food
“MWM‘W'AT-a

~nationaldlaastar”weresome
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:sday' 17 September 1991

VAT storm f
THE ClTlZEN

by Transnet shock
rate hikes

(‘ \PE l‘()\\\ —— The

\tttrm met the gmern-

mum x gontrmerxttil

\tier-ttdded tam

fuelled M Tmnxnet‘x
\ht‘tk .tnnmztteement

mt mte hlkc’\ tw the em-

‘t‘ttttletl Knuth «\trteun
curnotm

“\lh {he Imlh‘UULllttll

wt \ \T trttm September

1H Tritnxnet announced

tnetetnm :n \Dtmrnet

fellLK ”t ‘2‘) Percent. .1 net

lnCT€.l\C at \’.< percent in

Pwrtnet‘x Lites tlntl W '

percent tor Petronet ~ ser-
\lkC‘

\\ ‘l\

('onsttmer bodiex xcs-

VAT in in
L

,~

3L: ¢Ll ‘4.

ithht‘u‘ \tul .tl llh
littest rtterettws tn rtiilwtx

tmd h..:'mtur rutex mutt;
the gmt Ul ll’;ln\DUfllll‘_.'

gmtdx msuld turther 15
\pll'_llllll‘__' :ntlm

-'Uftl.t\

JT‘HJK’

lmni

Damaging

\lr Albert Schuttmultcr

«it the Cupe Town
Chamber ot~ Commerce
said: "Any cost lnCTCtlSCS

Jl present are damaging

to the economy and fly tn

the tacu ol government

eltltllh lhtil \ .\ I~ FL‘UULC‘\

g(nfR

“lncretixes tn the smn

til Mil trttnxpttrt Alt; put

llLUldrl‘r uttect the \\c\t~

em (flipe l\ t' n 792.; mmt

remote area mm the
P“ V "
Mr Schuntmaker mid

tncrettxes tn harbour

charges would affect all
imports.
“Export costs could

also use making South
African products less
competitive tn world mtir~

terests of
economy, says Sacob

  

  
  

poor busmess condit-
ions and delay the start

.t ,W: -
   

 

 

day. Sacob said it htul
urged Finance Minister

.“Hflf ‘j'ét'ttififiaarend du Plessis not to
“,“t‘étmat ‘ postpone the implemen-

tax, 7 fig; tation of VAT,

exacerbate the current Sacob said any post-
ponement could lead to it
severe impact on employ-

Jient levels. »

   

0f afl!.,.,, i X53 t e .. “There are '4'-economy. Sm" theffifim that the .t it
SOUth African significant re; alt twin
Chumber of Business. level of cmfih’ei'r‘éiktivm

In a ~ttitement yester- inkj‘ijt, my when
vathgtomduced
Funhemore;

said the

 

d
o
t
h
!
-

  
 

vested large sulfi‘ijm «
new system and'b‘u‘st.
po’nemeht would he “art?“
enormous national

waste‘.
Sacob also appealed to

big business not to refrain
from purchasing from
smaller firms that were
not registered as VAT
vendors and who would
not therefore furnish
VAT invmces.
The chamber said it

was in the interests of

' and uneitployed.

there was a pumblity of
allowmgggzssthe e: g‘redmng
,aeamst amvfim a
national input tax oa‘mf
chases“ from non-re%
tered small firms. "’
could u discussed with
the authorities.
The' chairman of the

Premier Group. Mr Peter
Wn' said VAT
many inflict addit-
ional mieery on the poor

"1hrm was.

  

  

 

   

 

_ ,.
Consult'htion ts HWIIUICI} '
necessary. especxully fur

the introduction of a new
tax system which requires
general support." he said.
Mr Wrighton referred

to the failure ‘of the Brit-
ish poll tax system which
was "forced upon the
British public with insuffio
eient consultation and re-
search“.
He said pressure from

I-tetx. ‘ he untied.

Hikes ln Petrttnet

charges mll pill’IlCUlLlfl}

slll‘L'Cl etlll\l.lmk‘r\

But once huxine» wrun-
nl\.lllttll\ L‘\l.tl‘ll\h¢tl :lL‘“

cost \lTUClUrC\ and mi»-

mg» were terttied. ll wu~

hoped they would be
passed on to the wn-
sumer. he said.

Mr Daun Kruger.
a55tstant director of the

SA Consumer Counml lfl

Pretoria. auld the m-

creases would tullect till

good~ transported hy
Tranmet and the Cthlfi

would in turn ht: paxsed
onto the consumer.

Worse oft

"The consumer IS being
confronted by a range of

cases over a l‘ltldd

t and it looks as it the

@ umer is gutng to he
se off after VAT than

 

   

mflfifiéwds With CST. "

However. he said it was
heartening that Transnet
had kept the increases to
less than the full VAT rat.
“Of l0 percent.

Jhe latest increase

wéeld not affect rail com-

    

  

} CTS.

” "'Slrs Sheila ‘Batllie.
Milan“ of the‘fape
Téfim branch of

any. increases in transport
- costs would have an ad-
verse impact on the econ-
omy but expressed relief
the increases were below
It) percent.

Mr Ulrich Joubert.
chief economist for
Transnet. pointed out
that not only were the
new increases below the

intended VAT rate but

cost increases could he

claimed back from the

Receiver of Revenue. he
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Sweden’s Conservative Pe
Party leader Mr BENGT
alter general elections in Stockholm. The Con

 

the Centre Party and the Christian Democrats
the Social Democrats after almost 60 years 

the"
’Hotlsewives League. said '

 

 

 
 

larger firms to assist an infuriated British.pub- .d
smaller businesses WM! licresultedina reversal at “'06. 15 .
WNMVATWPH- huge cost. “South Africa T y ._ ”mm 9anoe and encourage the could not afford a similar ""5“" " duhpuéismgrowth ot‘ small Finns financial burden at this we" affects: 3' '
Sum!) also intimited time.‘ added. "' P"

e ‘ 0

t1- V A'I' pickets
V l T ' ngle

mhfld ye.» lit. the date when the number of taeturtes.
t j! and controversial tax would shops and mines in the
W. Man; be implemented. Western Transvaal.
again! the WW Count is demanding According to the Cosa.
tion of VAT. the postponement of the tu statement. applications
The pickets. called for implementation of VAT to hold demonstrations

by the Western Transvaal until effective negotia- and pickets in Carleton-
refionel oi Count. were dons hes tehen place on ville and Vanderbijlperit
held next to the offices of the tax. and the zero-rat- had been rejected by the
the Receiver of Revenue in; 06 basic food stuffs, Town Councils whilein the towns. m rent and elec- there had been no respon-

In a statement Costitu ' ' . se from the councils of
said the pickets would Pickets and demonstra- Parys and Lichtenhurg.
continue until Septemher thus were also held at 3| - Sape.

I“*n “‘“l0n" - .1- nl-:..- jl

    
~41;1»; .

THE Co-ordinating Com-
mittee on vulue-added tax
yesterday said it found
the government provided
no evidence that the cost
benefit would be passed
on to the consumer. fol-
lowing a report by its
working group.
The working group was

made up of members of
the Department of F-
nance. busmess organise-
tions. trade unions and
members nominated by
the coordinating commit-
tee.

The Co-ordinating
Committee on VAT has
gequested that the De-
panment of Finance zero-
rate food. medicines.
medical services. electric-
ity and water. trade union
subscriptions and that
amendments be made to
the VAT Act to avoid
prejudice to small busi-
ness. that poverty relief
programmes must be ne-
gotiated and that much
stronger control on abuse
of the tax should be im-
plemented.
The information pro-

vided by the working
group indicated VAT was
intended to lead to a re-
structuring of the econ-

Socialists.

omy by lllLl’C'dhlng compe-

tition tn the manufactur-
ing industry. but the co-
ordinating commmee said
this would take place at
the expense of the poor.

It said thefi‘esructurtng
of the economy would
cost about R6 billion tn
lost revenue to the gov-
ernment with about R4
billion being made up by
the consumer.
“From evidence pro-

vided by the working
group. it was clear that
the poverty relief pro-
gramme can not compen-
sate for the effects of
VAT on the poor." the
statement said.
The committee charged

that the government had
provided no evadence that
the cost benefits of VAT
would filter through to
the consumer.

"In a recessionary situ-
ation with high inflation it
seems likely that these
benefits will instead be
used to increase cor-
porate profitability." the
coordinating committee
said

It also charged that the
implementation of VAT
at the present rates to-
gether with‘the fuel price

WESTERBERG share a

      2 ”a

rty leader Mr CARL BILDT (left) and Liberal

 

laugh as they meet
eervettves'. the leerals.
have combined to oust
of domination by the

.. g(evidence of VAT
savmgs for publlc’

increases. would pUsh mt-

lution up by three to tour

percent. It said this tn-
crease would probably he

higher for the poorest sec-
tions of the community.
Regarding the cost to

business should VAT be
postponed. the co-ordi-

nattng committee said tt
appeared this cost would
be mainly to the retail
sector.
The committee also

found government and
business had prowded no
evadence that there was
substantial investment.
both internal and exter-
nal. awaiting the tmple<
mentation of VAT. and

found these investments
would depend on a much

wider range of factors.
It also found that bus:-

ness was not able to sub-

stantiate tlh clutrn there

was a "dttmmtng up" of
orders for capital eqmp-
ment. leavmg factories
idle. The committee
instead charged that a
much wider range of fac-
tors was involved.
The“ committee said it

was to meet and discuss
their findings with Fi-
nance Minister Barend du
Plessis today - Sapa.
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. THE CITIZEN

COMMENT

QDont do It
THIS newspaper has critICIsed the ImposItIon
of VAT on basic foodstuffs and on medical

services. .
Minister of Finance Barend du Plessis is not

budging on these Issues but has offered a 10
percent subsidy on sump. mealie rice and
powdered milk for at least a years

Prof LouIse Tuger. chairman of VAT
WATCH. says V'ATWATCH would like to

see the subsidies extended to emer basic nu-
tritional foods and the supply of water. elec‘
tiieity and sewerage In disadvantaged com-
IIIunities.

Others have other views members of the pub-
lic Included.

But the point simply is that VAT cannot be
delayed.

The cost of postponing it would be tremen-
dous.

Furthermore. postponement of the tax.
according to Mr Du Plessis. would have
negative effects on the economy.

He says that the government has made firm
commitments over a long period to the busi-
ness sector. which includes foreign Investors.
over the implementation date to enable them
to plan their investment programmes.

The South African Chamber of Commerce
says that any postponement would exacer-
bate the present poor business conditions
and delay the start of any new economic up-
surge.

With the introduction of VAT only 10 days

away. it would be ridiculous to expect the
government to postpone VAT.

We are not even sure that it is possible to
make any more changes at this late stage.

Cutting the VAT rate from 12 to l0 percent
cost businesses millions of rands as they had
to change the systems that many had put in
place.

Postponing VAT would probably cost them
millions. too. in wasted effort and money.

However. the agitation is not going to die
down.

Feelings are still running high over basic
foods. medical services and the fact that
VAT applies to almost everything.

But that does not mean that Cosatu should
threaten industrial action which "would culmi—
nate in a general strike.

There would also be a boycott of VAT (how
we don‘t know) and other taxes such as in-
come tax. with the trade union movement
pressing employers to halt PAYE deduc-
tions.

The Co-ordinating Committee on VAT’s main
objections are the effect on the poor and the
unilateral manner in which the tax is being
implemented.

However. Mr Du Plessis has pointed out that
Vatcom has since August last year received
1 100 written submissions and evidence from
120 organisations which led to 120 chases to
the draft Bill on VAT.

It5 rather lateIn the day for Conn: and other
organisations to say they weten't muted
when they had every chance to mbaiit their
views

What to do now?
We suggest that since the government cannot
delay VAT and there is so little time to
amend it further. Mr Du Plessis should give
an undertaking that. say. before the next
Budget — roughly in six months‘ time -—- he
will review the application of VAT and. if
there is hardship as we believe there will be.
he will zero rate basic foodstuffs and medical
services.

In the meantime. he should drop the price 0f
petrol increased by 13 cents a litre when he
cut the VAT rate to 10 percent.

Cosatu should think again about its campaign
of industrial action and a general strike.

The country5 economy is in a poor enough
state. with growing unemployment.

Nothing should be done to weaken the econ-
omy any further
As for not paying VAT and other taxes it is
quite irresponsible.

The money that comes from taxes goes to run-
ning the country and paying for schools. hou-
sing, social services. pensions and everything
else that the govemment provides.

Not to pay taxes means there will be less
money available for essential services.

Don’t do it.

 

 

 

   

I'HE two major labour federa-

don, Cosatu and Nsetu. III"
i'dtheStsu Presidenttointer: [n me Mumwhen“m

uhthe war over Value AddedMatshenl Matshem said yestetdly that 0" 9168515 the Cape TOW"
Tu:ll warnings of a national

strikeyewtoodet
Whatsweekbefore

:chfiq.

Anger
[over
: VAT-.‘
3 grows
-
to a tax revolt because of

; poor consultation.
‘ The VAT Coordinating
Committee. representing
93 organisations. Including
Cosatu and Nactu, yester-
day said It had asked Fi-
nanee Minister Barend du
PleSSIs to arrange an urgent
meetIng with Presuient [WV
de Klerk.

Du Plessis has refused to
ipostpone the Implementa-
‘tion of VAT.

The Office of the State
President said a request for

 a meeting had not been re-I I» mean noun J caved.
 

  

murmur .

 

 
$\Jobs

mmmm:WMMWMus-IM
lavmwmimuwwmm'“i

“taxation without

To page 2

   

Mr In a last-minute plea to

represenntion' 'wss fuel- ehamber ofCommerce has
'1‘!!! l l kWg, VAT .dm lend {Jrged that basIc toodstutfs

we removed from the scope
of VAT and that the R220

5 millon set aside for pov-
erty relief be increased.

Natlonal strike

m Cosatu and Nactn
have indicated fit a joint
four-dsy national strike
was being discussed by the

' federations and other non-
aligned trade unions.
Cosatu general-secre-

i taty Mr Jay Nsidoo has
warned that VAT would
iead to a “tax revolt" say-

l ing resistance would spread
l to inconx: tax
l He said the meeting with
De Klerk. hopefully by
Monday, would determine
whethertheworkets should
30 dead with industrial
actionandsaid VATshould
be postponed until consen-
sus was reached on the
zero—nhng' of basic food-
smfi's.

 

Socialist creation of

THE government could
not be held sotelym
sible for job creation Ft-
nanoeW33md“
Piessis slid Mew”

Addressing 3 WM”

symposim 0" 0“ “me
“One Man One Job”. M!
du Nessie said theW
ists and Communist! hid
tried to make job creation

bilityofthp"therespoml had
government and

failed.

ment was turning its back
on the umeMP‘Och-
Instead. it accepted it had '
to contribute to the me

ation of “an atmosphere

where there will be in-

p|oym¢nt was economic

growth saierDuPies-

5”Asked about the
thmtsofmsctionby
theCo-oniimting Com-
mineeonVATifthegov-

thDuPiessisssidhe
didnotthinkitwouldget

vestment and job CYC-‘
ation" .

The solution to unem- l

failed: Barend
the sympathy 0‘ P009“ 35
VAT was a good tax

It had already bmshl
mthe price of cement
he added.

Furthermore. he
added. the sovemmc."
could m be forced to In-

volvetrsde unions in tax -
policy-mdli"! decisions.

5‘93

    mfia"\‘°‘“°"

 

k

Nam: general-secretary
CunmnghunNgcukana

scoffed at the Govem-
men’s pledge to set asid
R220 million for poven
relief.

“This is an insult to 0:
leopleJtisfisolnIely sill
hat the Govemeut ca
only subsidise foodstuI‘I
such as eggs, meat. {res
vegetdtbs and cheese in
steadofzero-ming them;
Ngcukans said.

' Negotiate
He said Nactu was agree-

I able with Cosatu on the
l possibility of a strike “be’
cause Du Plessis is not me
pared to negotiate" and
why it was unpenti''ve that
De Kieth should intervene.

Writing in Business Day
Matshem said‘

“Du Hessis had a number
of options to resolve tin
issue amicab'ly.

‘The implementation of
VAT as it stands now may
leadtostaxievolt his

_better to change through
negouauon'' than to change

said.

In a statement on

Wednesday. the independv
eat but Government-

funded Vatwatch group.
said them between
the Government and the
VAT Co-ordinsttn'3 Com-
mittee was complicating
metaskofVV.atwsteh
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How to get Value
from VAT

 

 

Your VAT
questions
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.2 ”721mclmnfia R150“: year  M,
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When” (mm Ma.
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ammemafi-
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system Nb my with the introduc-
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Mand so does not attract
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nets, noun individual selling hisor
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AVATdoeenmapplybhoudnp-y-
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sectional title or bodyW lev-
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South AfiicaWg
VAToDAY, cheun- which ValleMded Tuwlll be bandied. body
“my.“yhuh-amdmdypu‘dqhfiechwuz It's
w»: VATcu-eehSoutIAlfie-onMoldayfieptenberfl.

Twootherthinpmminzthenm,
10$,nndmefacuhtmnym'eim
willeerryVATtlnncuriedGST.
FewahetVATimmmsocleu

mhwblkmuinconfisedabmt
mmdlhenewsyswm.
Peoplemnllnmmdfwmy
clung: to taxation mun additianl
tax.

Whamihefaets?
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theteislxmdapeunemtthA‘l'isa
better In sysem dun 11:: old 681'
mWnaencieslikethe
WoddBankreeamnendit.(Oneofils
«itch forW loans is an
Mmmhhmb
nedvefmdhg).
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vuldvide live now oped for VAT
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mummy,mum
udeeminodnt plchees‘nll
MMBIMflniouaye:
ummb‘m
This boon will help shorten the
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What
sCr21pping

about

121x 1211110

than paying,1 i1?
VATisbehninmcheedtonphee
GST. Buwhychnnge? lnfaetuvhy
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Nomeuflseemeideel. Bail?
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job meeting men from the
Ocanahvemhepnfltninedufl
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embmeet.
One reason for this was that the

alternative 681' system forced
businesses to ptsh up their prim to
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851m fanfldumelvespaying

CST on ileum like delivery vehicles,
truchimxshopfilfinglndadven'nim.
Allot‘wfiehaddedmdnircmm
1115c additional costs m worked
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hWhmm-xthenpeida
price 1131 hid been inflfled to take
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them:
Why. VAT hub the GST-

an-GST effect as all businesses can
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eollectedcuula.
am will lave leaner cost
mmmmmmum
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amount 10% price rise on ex’nfing
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mainAmrise—ORDROPIN
PRICE—wufldindicatetbfirmm
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Vigihmmcanmthey
meivevnlmficmValmAddedTu
hyheimvaymlchfiflofprieedsee
udbychllemnnmmmmedpdce
increases.

VATWATCH

 

MAKI N G SURE

IT'S FAIR.

 



The costs of not embarking on such a process may be very high for the entire process of
negotiation and may seriously jeopardise the resolution of conflict that all parties in
South Africa so urgently desire.

We request you to urgently meet with the Co—ordinating Committee onVAT to seek a
solution to this problem which is rapidly becoming a crisis of national proportions.

Yo faithfully,

   
C nvenor, Co-ordinating Committee on VAT



3.2.7. Negotiation of an adequate poverty relief programmes.

3.2.8. A commitment from the government to negotiate further changes to the tax

4.1.

system and on economic issues that crucially affect the major parties in this
period of transistion. We are very keen to set up the appropriate forums that

would engate the major players in negotiations on these economic issues.

Conclusion

The meeting today offers a unique opportunity to achieve consensus on a crucial
economic issue and to find a way of avoiding serious prejudice to a large

number of South Africans. We are committed to such a process of negotiation.
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What is the person
in the street saying

about \C-Yl‘
Norman Scharneck, Eldorado Park:

Most businessmen will just add VAT
and pocket the profits, and to hell with
the man in the street.

Maurizie Incani: There are four
categories of rates in Italy: basic foods
2%; other items 9% or 18%; luxury
goods 35%. I suggest the government
study VAT overseas.
R.Gardner, Benoni: I think it is

obscene, and immoral and un-Christian
for the state to profit on people's illness
by taxing medicine and medical
services.
In n renders poll -"The Star" 22/8/91
(aner VAT had been reduced from 12-
10*) only 3 people supported the way in
which VAT was introduced and 70

Stop VAT before it is to late! ”W“
“IfVATis intmduced on lst October, we will face a nafiomrisis,’:gay'

 

      
 

 

“Already 40% of the population are living below the breifiine. -mwidespread starvation if VAT
goes ahead on basic foods”, Ina Perlman, Director Operangi Hungetgflge13%

 

‘A’..,. "3

We can't allow this to happen! ' \
The Coordinating Committee on VAT is calling for the introduction” 3*" 5" o be POStpOfled until there can
be effective negotiations with the Depattment of Finance 01; the problems of VAT.

 

   
The most serious problems are: ~.-
- VAT on basic foods, on medicines and private medical services1.»
olnadequate relief for poor people. ‘“
- Price abuse .“6 :2: -.:
- High administration costs for small business * =46

The Co-omimting Committee on VAT rejects the recent concessions of the Minister of Finance when he
lowered the rmto 10%. Thisis too little too late. '

Do something to st0p VAT being implemented on 1st October!
The Co-ordlnadug Committee on VAT is calling on:
- All those opposedto VATshould register their pmtest by attending public meetings which will be calledin
the next ten days. W mm.
-The State President ti)mterveneandensure _. the introductionofVATispostponeduntilanurgentprocess
of negotiationsis set up to resolve the probl of VAT.
- The Public to write letters and phone meState President and ask him to intervene in this crisis.
. All Organisations to suppoxt our initiative. Write to Co-oniinating Committee on VAT atPO. Box 260483
Excom 2023 or fax: (011) 833-6330. »

IssuedbytluCo-oflinatingcmnee on VATmadenpofthefollowing organisations:
mica1mmComma,cm,COSAN.Con31-ea oansineuMimi;omwamSociety.Lenuis Civic, mun Ptovincial
SMAuociation,NationnlBleckConmmen Union, NACTUNummmmwmwmmm
Association (NAMDA).Netionnl UnionofleatherWorKe’n. Operation Hunger, WWmWafSomhAfiaSomhAffiani-Iealth
WorkenCony— AHWCO SouthAfriennNationdConmmmUnion ~~'~ for n. .. ' ..,..., WorldV’nion.
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IF THE PRICE OF YOUR TOOTHPASTE

SUDDENLY MAKES YOUR TEETH CHATTER.

CALL VATWATCH.

VATWATCH is lac to make sure that VAT is implemented fairly. In order to do this.

wcneedyoutobeoureyu.

smgmdaymkcmmpmdmmmkeamomm'mmm

themagainmxtweek.Andthcmkafler.

lfyou discover a price suddenly shoots up, please don't hesitate to all VAWATCH.

VATWATCH

TEL: (011)484 3393

 

FAX: (011)484 3395

MAKING SURE

ITS FAIR,
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Coordinating Committee on
—

1:120. Box 2mm Excom 2023 ©(011) 832-2032/9 fax (011) 833-6330VA' ‘

19th September 1991

 

The State President

Union Buildings

Dear President de Klerk

As you are no doubt aware an impasse presently exists between the Department of
Finance and the Co—ordinating Committee of VAT relating to the implementation of
VAT.

There have been many attempts to meet with the Minister of Finance and his advisors to
resolve the adverse effects VAT will have on the majority of people. Below is a brief
summary of the deliberations.

1. Many organisations who are part of the Co-ordinating Committee on VAT initially
made representations to VATCOM. They feel that their representations were not
seriously considered. Most suggested a rate of less than 10% and that basic foods should
not be taxed.

2. When the rate was announced and the VAT Act passed, many more organisations
made representations and some even held meetings with the Minister of Finance. The
overwhelming impression of those who attended these meetings is that they were given an
unsympathetic hearing and their concerns were disregarded. This was the experience of
COSATU, NACTU, Housewives League and Society for Dispensing Family Practioners.

3. Concerned about the impact of VAT on workers and members of lower income
groups, COSATU convened a VAT Summit on 22nd August 199lof concerned
organisations. Eighteen national trade union, political, consumer, welfare and health
organisations agreed at this summit that the introduction of VAT should be postponed
until the shortcomings of VAT can be adequately addressed.

The main shortcomings identified in the meeting were VAT on basic foods, medicines
and private medical services, electricity and water; the implementation of poverty relief,
problems faced by small business and the lack of adequate mechanisms to prevent price
abuse. It was felt that an urgent process of negotiations with the Government should be
entered into, to solve these problems.



The organisations represented at the Summit decided to establish a Co-ordinating
Committee on VAT, to initiate negotiations with the Minister of Finance. it was hoped
that such an initiative would have greater success than the separate approaches to the
Minister which had occurred so far.

The organisations who endorsed this position at the Summit included the African National
Congress, NACTU, COSATU, National Interim Civic Co—ordinating Committee, Public
Servants Association, Operation Hunger and the Sunnyside Group. Subsequently, a
total of 93 organisations including the PAC, Nafcoc, Fabcos, National Council for the
Aged and the NECC have supported the initiative. Addendum A is a list of all

‘ organisations presently supporting the demands of Co-ordinating Committee on VAT.

In addition, some members of the corporate sector have come out in support of the call
for VAT to be postponed. These include the Premier Group and Pick 'n Pay.

4. On 3 September, a first meeting was held between the Co—ordinating Committee on
VAT and the Minister of Finance. At this meeting it was agreed that a Working Group
composed of experts appointed by the Government and by the Co-ordinating Committee
on VAT should be set up to investigate the concerns raised by the Co—ordinating
Committee. The exact terms of reference are spelt out in Addendum B.

5. The Co—ordinating Committee was disappointed by the deliberations of the Working
Group. We were dismayed at the lack of facts and figures from the Department of
Finance. The government and corporate sector representatives on the Working Group
were unable to substantiate many of their arguments that have been made publicly
against postponement of the implementation date of VAT. Addendum C contains a
report by Prof Denis Davis who represented the Co-ordinating Committee on VAT in
the Working Group.

6. A second meeting between the Minister of Finance and the Co-ordinating Committee
on VAT to consider the report of the Working Group was held on 17th September. At
this meeting the Co—ordinating Committee went out of its way to try and reach an
agreement with the Minister of Finance.

We made a number of compromise proposals, which however were also rejected. We
were also unable to accept the Minister's compromise proposals. We believe that
piecemeal changes are not going to be adequate to address the impact the introduction of
VAT will have on the majority of the population.

It is our firm belief that a serious process of negotiations needs to be entered into with the
Depanment of Finance to resolve the many serious problems that the implementation of
VAT will introduce. The Co—ordinating Committee on VAT is absolutely committed to
such a process.

Our demand for the postponement of VAT should not be construed as a destructive one.
We want a postponement for only as long as it takes to satisfactorily resolve the
shortcomings of VAT.



Prices should no increase -—- Tager
 

Chaib U ”(stores
vow to pass on

VAT savings
MAJOR retail chains and manufactur-
ers yesterday made a public pledge to [

ON the eve of a mas-

sive anti-VAT summit

today, more than 300

angry doctors yester-

day resolved to resist

Value Added Tax on
medical services and
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Govt 6

pass on to customers the cost benefits
derived from VAT.
They also promised their pricmg poli-

cies would fairly reflect these benefits.
In a separate statement. Woolworths an-

nounced it would subsxdise until October 13
the prices of basic foodstuffs previously
exempt from CST.
The pledge by 17 companies. including

Pick 'n Pay. Checkers. Spar. Metro, Score,
Game, Fedfood. Premier Food Industries
and Unilever, arose from a meeting called
by Vatwatch last week and out of concern
that there would be huge price hika fol-
lowing VAT's introduction.

Major companies were called on to
adopt the pledge which urged suppliers to
pass on to them any cost benefits, to pass
these on to customers, to ensure pricing
policies fairly reflected any VAT benefits,
and to encourage others in the business
community to adopt the pledge.

Vatwateh’s Prof Louise Tager said the
pledgewasameasageaimedathothcon-
sumers and business in an attempt to make
them aware of VAT savings.

“I am very concerned that the full impli-
cations of the system have not connected in
the minth of the entire business section,”
she said.
Tager pointed out that because of the

savings busineaseo would enjoy. prices
should not increase at all.
Some signatoria said yesterday the ex-

pected savings derived from VAT would be
minimal.

Militant docto
,to VAT outcry

SOUTH Africa‘s dis-
pensing practitioners
yesterday added their
voices to the .outcry

Premier Food Industries MD Willem de
Kok said while his group subscribed fully
to the pledge, it did not expect any signifi-
cant savings to flow through following the
introduction of VAT.
He said Premier had done a straight

calculation on the effect of the introduc-
tion of VAT on its food basket. With only

prescription medi-

cines unless the

Government zero-

rated them.

One of the possible
strategies the doctors put
forward was to refuse to
collect VAT on their ser-

vices or pay VAT for

’1

‘-

Cosatu-led Co—ordinating
Committee on VAT sum-
mit in Johannesburg
today.

The summit. of repre-
sentatives from about 93
organisations, is meeting
to formulate a plan of ac-
tion against VAT which
comes into effect at mid~
night on Sunday.
The dispensing prac-
tinoners also called on
State Premdent FW de
Klerlt to debate openly on
prime time television the
morality of introducing

”Since the Minister of
Finance (Mr Barend du
Plessis) refuses to discuss
the morality of the issue,
perhhps the President
Will. ’ one doctor said.

Dr Joe Maelane said
doctors T‘Cjccted “the

serious blunder made by
So—called VAT experts“
Who included health in the
VAT net.

Western Cape chairman
of the'Dispensing Family
Practitionets’ Association
Dr R Rapid said New brown bread and maize meal being VAT

exempt there would be a 4.8% increase on
the price of the basket. '
Fedfood MD Jan du Toit said his group

would make every effort to keep the food
prices as low as possible. However. he said
the huge figures which had been mentioned
in terms of savings on input tax were
hypothetical. especially regarding the
mass produced products where savings
frequently were only a fraction of a cent.
The first major group to announce it

would actively pass on VAT savings to
customers was Woolworths.
Woolworth: financial director Ray

Schur said more than zoo basic food items
which were tree of G8? would he subsidis-
ed by Woolworths. effectively keeping the
prices at pre-VAT levels.

Meanwhile. Cosatu spokesman Neil  
Coleman said while the signatories’ inten-
tions were laudable. this meant the public
had to rely on the good faith and promises
of retailers .
What was needed to prevent price abuse,

Coleman said. was statutory enforceable
safeguards.
OwPage 10

gigs: servtices to the VAT on medical services. _ a and . . .

they W1“ put [0 the cjnes. pm MI-

Zealand was the only
“1" country to a l
VATonheolth. ppy
 

Dispensing ,do 3813,” fight VAT
DISPENSING practitioners ve l
added their voice to protests against
VAT on medical services, prescripo
tion medicines and essential foods. At
a meeting held at a Jan Stunts Air~
port hotel and attended by hundreds
of doctors. the Dispensing Family
Practitioners’ Association resolved
to:
2 Call on all members not to collect
VAT or to pay VAT to the Receiver of
Revenue;
:- Call on the Medical Association of
SA and the National Medical and
 

.‘V’ZDICL/ Ly

rs add
“.mie ‘

Dental Association and other bodies
to make a similar call;
3 Call on the public not to pay VAT to
doctors:
5 Call on medical aid schemes not to
pay the 8% in lieu of VAT to doctors;
E] If they do. to pay it into a trust fund
established by the Dispensing Family
Practitioners Association.
A second motion called on Presi-

dent F W de Klerh to debate on tele-
vision the morality of introducing
VAT on medical services and pre-
scription medicines. -- Sapa.

‘

fuel
.. a. ',".he

0

deotswln'dlhe ’ met
“ahflnattes’.'

flehefivedull.gle
against the imposition
of Value-added Tax on
medical services, pres-
:ription medicines and
:ssential foodstuffs.
At a militant meeting.

teld at a Jan Smuts Air—

or! hotel and attended
vy hundreds of doctors.
he Dispensing Family
’ractitioners‘ Association

‘emlved to:

0 Call on all members
not to collect VAT or to

pay VAT to the Receiver
of Revenue.

0 Call on the Medical

Association of South

Africa (Masa) and the
National Medical and
Dental Association

(Namda) and other medi-
cal bodies to also make

this call.
0 Call on the public

not to pay VAT to do:-

 

OCallonmech'calaid
sehunesoot to pay the
eight percentin lieu of
VATtodocton—lfthey
m.toppytheei'htper-
ceotifloatmstfundes.
tahfledhytheassocia—
tioa.

 

introdfing VAT on
medial' semees’ andpres-cri . l"
Pm“ .:
“Since the thsterof

finaneerehlsestodiscuss
themoralityoltheissue,
perhaps the State Presi-
dent will."
said.

‘Wehave

once m.the Medical
Aid Association (Rams)
orMasagon howtodeal

onedoetor

hadnoguid-_

medal wound; (or
mug»; '

 

 

42> 9W0
Mass responsible for the
‘iinmorality of having to
tax the patients who come
to our rooms‘.
“112 Minister is taking

 

rmsale tony tha'tthk week
wllaeemuehmoresnarllngaadmwl-
in over the hue of the new Value

Added'l‘aaWAanetohehtrodueedat
theeadoftheuonth.

 

COSATU general seesa-
mhfldhohashsiand
on the Sowetulkadio

 

of big businas. Maeover,
the Government was

. . merely WFO-
wnbengoodemocrmcm posalshybm
Mhmfith— MonetayFund.
outbtoadcoosultatioowith Naidoo threatened that
 

Replying to Stanza's
‘ " frmn“ 4 ‘- --
towhythetaxswndnotbe
tried out first and checked
for effects.-he add: “It is
dangerous. the Govern-
ineu ha a hack record of
abusing taxpayers

the tax was unfair as it
wouldadverselyaffectme
underpaid.

Vat h'om a first world

WWMWNIP-
ptyithere.Hehasalways
saidheisnotpreparedto

said Masa had lost its
clout and credlhility.

“I believe they should

be investigated by a com-

theh cry.

howhbrln.

  
"'

eaeyaldsktl. 

ContmfiappumksettomeVAT.
aadthewlderhueotaltaxattomapoflfl-
edhattleuould.

No taxatio- wlthout representation. b

“mnemhmochbfleehthat.
For years, through boom and varlou
other forms ot tans, blacks have huh

towardsthehseomeol’anyhow
theeoutrywlthoothavlagaaysayatallla  
l‘hehamomifsoehathhgheonhg.

would ofeoarae bew and, for that
mhunsthehaadledwflhgreatdefl-

lntltwoddaboheadranatiem
floaolhlaeklnpatieneeaadofourdeslre
thattheoldorderfiouldmahewayforthe
aewwtthootaaydehy.

~natiooaldisastor”weresome

 

tier VAT
“Tax on health care is

an act of sheer financxal
desperation." Rapiti said.

However. the desperate
ones were blacks a
whites. Dd Poor
He predicted that VAT

on medical services would
lead to mass resxgnations
from medical aid
someties. the filling of
overcrowded State hospi-
tals and the demise of
more medical aid soci-
cues.

“We are not opposed to
VAT, we are Just saying
the way it is being imple
mented is not good."
Rapiti said

 

‘A

Marchers

“93? 91’‘7 5/

traffic/
3? Peter Davies
 

Congress of South Atrican
Trade Ualus saggortars
turned Johaaufih‘htl Bity
streets into a Wine. chant-
la. sea at humanity yesterday
during a protest march to
voice opposition to tho Gov~
"???;.n implemeotatton

The march, which was
peaceful and well organised.
was marked by a heavy po-
lice presence and disrupted
lunch tram  at John
Vorstor Square. Colonel A J

(h 10“., IN to the
Minister of Law and Order
called for a speedy. decisive
and to towuhtp violence which
Ctvtc Aasoeiadoo of Southern
Transvaal enoral secretar}
loses his said was now
spilling over into «the

du

stricken and underpri agedyvil
wot'hou’ ‘tloo” to the 1m!
plansotattoo o! VAT.
San .

oral secretary of Cooatu. said
ti! t’s

VAT would have

“m VA , “VAT on food
.fi’watsrhills M'VAT—g

dmmmmhad
kthsGovu-uneot.  
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Vatwatch repgrts l'cllge,
widespreadprlce hikes

LJA Bloemfontein phat‘itacy 3i?
caused the prices of headache tag???

VATWA'I‘CII Is receivin reports
of massive IncreasesIn e prices
of certain groceries municipal
tees holiday accommodation and
pharmaceutical roducts In the
run—up to VAT’s ntroduction

Moat alarming are reports by con
sumers at price Increase: of between
19% and 57% by leading supermarket

- chains during the last week of
A ust The biggest price Increases
wge reported In certain washing
powders. breakfast cereals and soft
drinks The supermarket chains were
criticised again during the first week
0! September.
But other sectors also came under

fire. Consumers queried higher muni—
cipal fees which were reported to

have risen by an average 22% holi-
day accommodation by 33% and
pharmaceutical products by 41%
Theyreported several Instances of

shopkeepers charging VAT in August
‘ and charging both 681‘ and VAT at
the satnettme

Informal trade{W4}
THE Informal trading sector’s sus- ”VD
talned growth should not be signifi-
cantly affected by the Imposition 01
VAT. according to business consult-
ants Perry and Associates

Senior consultant Nell Ross said In
astatement yesterday that conven-
tional wisdom was that 681‘ evasion
had facilitated growth In the Infor-
mal sector primarily among
hawker: and spaza shops.

It was also believed that the whole-
sale sector had benefited Indirectly.
but that under the Ioophole-Iree VAT
system the opposite would apply

However, domination of the whole-
sale sector by large reputable com-
panies had an In-built policing effect
because these companies charged
681‘ unless customers need 681'
certificates. This ma it unlikely
that 681' evasion at the Informal re
tall level had been significant.
Ross said the effect 01 VAT would therefore only temporarily slow

”IE5IE
, other a dentist was

 

r uatsvm _J

lnonecase. abutcherexpIatnedhe Why 50%.

" It;
I1:;

ii:

had begun charging VAT to “let poo D A Kempton Park supermarket

September w' In an-
as hav-

ing charged a R100 “ A'I‘ deposit”.
Also reported were several cases

of shopkeepers blaming VAT forM
den
Increasg; For example:

the

D A medical equipment company In-
formed customers prices would me
‘In October by 11%.
DAdealertnschooluntfonnssaIdhls
00% price Increase was necessitated _

MNAT . ;
  

for his 50% average
because“people from

Increase
plegetusedtotheldaaandallevtate managersaldhewasnotresponstble

shockot
AT came and

put VAT price stickers on".
Vatwatch also received several re-

portsotmtsleadlng  lee advertising sit:d
andexmpttonally high pr gating It was better to "nym I

avoid VAT WW"
[J A Reflfl municipality Incteased rman rapt said eon—
electrtctty and water fees by 57'7- ln Ch“ ,. ‘ knowledge of

MY . vnandat gig, tousettasarea-
‘I'JA shatt-term Iasarance II!1‘ mm}. camfor

crease WW d v I tot w
1:) Holiday flat raw: In Wit» andp837 , Mirna
Hermanus Increased by up to 19%. VAT~related ~W

Generally business was co-
operative and willing to review pric-
tngdeclsions. Caseaottnhleadtncad-
vertlslng were handed (wetto

W'

 

due to the major role
ah!“ Is “mlW
“W leaf.” of the annu-

‘ al lull
passed wholesalers dlreetly
eI' _‘ quotedontbeJSE.the.
Norma} was largely used by
the ' ’ ' black consumer market

, for " ' hase of groceries.
'I'hlsi‘ector was primarily motivat-

  
  

[\\ Yoavetouneus J
mfipfitmpomnttorm ‘12

ad by need and convenience. and
nyahoppedatintormaloutletsde- African Trade Unions

mte substantial InarII-ups because

ple lived had worked
Internal

buy on the basis of convenience and
wholesalers had positioned them-

 

shopkeepers tended toI

selves for this. . I
 

SEVERALbusiness.
and consumer organi-
sations yesterday
lashed out at threats by
the Congress of South

_ tu) to engage inm.tloteasi elsewhere. fl“
? Nam due to geuis‘imr having . WI] I050" if

bridged the distribution AT was imple-
gap by goods to where peo- §?‘mmcd

Cosatu general aec~
retaty Mr Jay Naidoo,
said during a radio Inter-
view that the Introduction
of VAT would spell out a

ex
pe

ct

 

national disaster and that
general resistance against
the system would also
sptead to PAVE.
Aomrding to Cosatu's

assistant general sec-

tothe

 

"cmIam
1fj‘“‘onWVA'I' threats

engage in industrial ac-
tion which could end up
In a strike it VAT

nttoduced without
ndesquate negotiation.

Reacting to these
threat: the president m
the South African House-
wives League, Mrs Lyn
Morris. said that because
her organi ' wu non—
tacial she not in a
position to make any poi-
itIcaI comment.

“I cannot undemnd.
however, Cosatu‘s wa
that not enough negotia-
tion had taken place.

“The doors of the Mi-
nister of Finance, Mr
Barend du Ptessis. as well
as those (If Vatcom have
been opened for talks and
negotiations for the past

i,a

 

I
3‘
I
.4

31*
g».
”55*

 

mwmns had
made use of tfls
ntty to & theit Ike: and
dislikes about VAT.

 

by' INC"
A BRLAKIMIWN In
cunsensus during IIegIItia~
tinns (In value-added tax
between the Finance Min-
istry and consumer
groups could have I tip-
ple effect on negotiations.
African National (ion—
;Iess secretary-general
Mr Cyril Ramaphosa war
RdMy.
; It wq hIIIOI'IIpteheIIsI~
hle that the Finance Min~
istry could have sought
confrontation on VAT.
when so many people had
argued that II socioecon-
omic consensus in South
Africa couId peatiy facili-
tate the negotiations con
cept.

“It is reasonable to as.
same that Mr (Barend)
dII Hessis knew thtough
outthe VAT negotiations
thata breakdown would
have a wple elbet on the
entite places.”
Mr Ramaphosa said it

was iniptopet fat the MI-
nistet to Insist the mattet
should he settled in “such
anWkmannet"
by his Iaatstaace' that the
final decision rested with
him.
His organisation had

fundamental objections
to the overhauling of the
tax system on the eve ot
main: constitutional ne-
Minions —~ Sapa

VAIWAI( II
II:Iy revealed that can
sumets
were being exploited

  Johannesbutg
Chamber of Commerce
and Industry president.
Mr Mike Cato, said Cosa-
tu‘s planned action was
very tinfomnate and did
not keep pace with the
ptesent climate of recon-
ciliationIn the country
“Too Dnch work has

been and the gov—
eminent nnot postpone  the implementation
of VAT‘ because of I
threats".

The president (If the V
SA Agricuitural Union.
Mt Nicu KIItze, yesterday
appealed urgently to the
government not to post-
pone the introduction of
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GovtIS on
céurse with
mom

JHE governmetfl ‘ '
direct collision
with Cosatu (wet the In-
plementation oI VAT.
"The mm

should take a care“ but,
at what happened M
the British (mew
tried to impiementm
poll tax“ (osattt
man Mr NeiI Cm
said yesterday.
He wamed

government‘s inflexibiiity
and determination to in-
troduce VA'I‘ 0n Septem-
ber 30 could lead to COIII- ’
III and IIthet memhets of
the (‘IIvIIrdinating Com.
mittee on VA'I' taking ac-
tion

that the"

 

ImIIIy [Ippeu on

in VAT sc
with mttssiu Incu-asu
UIIIII‘IIIIIEIth IIttIIIIutt(I
III VAI
earIy and Improper im-
plententatinn.

By Carol Huts
yester-

cnunttywide

me" and! as strikes
work We general
stayawaysand mass Inar-

    

  
  

peascm had resot
wed to Ieaht the Impte
mentatxm' (If VA'I and III
extend that protest to
Itther aspen III the tax
system iwhidittg PAYE

"We Itelietle the gov-
ernmem hasn‘t thIIught

.III WIII :l\ its

 

In thI twu weeks up In
Stine mix I VAI
WAN II Ittt‘I\t.(I 624 II‘
ports IIIIIII ('IIIIsIIIm'm.
mmt "I wIIIIIn ethI-ssetl
:IIIIInI zIt IIIIIIsIIIII price III
I'II‘Itst-x It\I'IIIIt-Il In tho:
Imminent IIIII’INIIJCIIIII) III
VAI

III IIII‘ Inst wet'k III AII-
guxt . ('Intxtmten I'IIIII-

IIIIIIIII‘II III 'Ittt‘t‘ increases
II) the I'IIIIIItIy's IIIIIIII sII~
petmmlu't I'IIIItns. Iamg-
iIII: hunt I" [‘t‘lt‘t’lll III N
Pt‘It't'l" AIII'I'teII "l'INI-
III‘tx IIII'IIIIII'II IIIt'IIUaN'
II‘It-alx I37 IwIII-III IIpI.
wit IlIItIIn II" pIIIIIIt
IIIII IIIII tttt: IIII w.Ishmg

1+1I

ams
powders (S7 peIIent up)

In tht first week III Sep-
tember the supeImIIIltet
(hams again came in IIII
t‘lIIIt‘ISm tmnt consumers,
but in additinn consumets
qtteriul highet muntcipat
‘61“ (up by an aveIIIge 22
patent) holiday Itcmm
IlltKIillIUn I33 peu‘t'ntI
:IIIII Pilittnliu‘t'llfll‘tli pltKI
mix HI peIIcntI

(IIINIIIIeIs had Iepmt
III that It sIhIIIII IIIIIIIImIs
III- I'IIII (‘I.ItnItI| VAI had
Itct‘cssttttlt‘ti his Nil per
I'I'nt PIIt‘t‘ IIII'II'IIse. and
III." II \INIIIIL’II" ittsut
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VATri[I--()ffs
anee cumpany had an-
nounced premiums wIIIIId
rise by 44 percent in Oc-
tohet because of VAT
An Inctease In holiday

flat rentalsIn Durham and
Hennanus of up to 29
percent was ascribed to
VAT. and a Reef munici-
pality spokesman blamed

VAI [III a 57 percent
hike in electricity and
water tees.
Consumers had

brought to light a Bloem-
fontein phatmacy‘s expla-
nation that VAT and
GST had to he paid when
it inuease the pnce (II
headache tablets by 58
percent
A butcher was nepurted

 

e lIision
osatu

thtIIIIgh VA'I'. It Is guing
ahead with It despite
growing Iesistance . "

Mt (‘IIIeman said the
('o-«Irdinating (ummittee
0n VAI had ttied m 30
through the whole pm-
oess OI negotiatiun with
the government on the
question of VAT.

At its last meeting with
the gmernment. the com-
mittee pmposed the In—
troduction III II six‘month
transitional period where
basic food, medicine.
medical services. electric-
ity and water be zero
rated. This was rejected
by the government.
 

as having said he had
been charging VAT “to
let people get used to the
Idea and alleviate the
shock of September 30”.
and in another case a den-
tist was reported to have
charged a Rim ”VAT
deposit".

A Kemptun Park su-
E'ermarltet manager
aimed his 50 percent av-

erage price hike on
"peIIpIe IrIIm VAT who
he said came and put
VAT price stickers on
and II Vryheid supermar-
ket increased priees using
socaIIed VAI‘ rates rang-
ing from It) percent to 43
petccIII

VA'I‘WA'I‘( ‘H chair-
man. Professor Louise
Tatger. found that the ex-
ploitation (If consumers
being charged VAT
already ttnd lhusc being

charged VAT and (IST kit
the same time Wats must
inexcusable. She IUIIlItI t‘tIlIhlllllrfh‘
Illildt'qlldlt‘ knowledge III
\’:\'I IIIItI uttentpts to
blame A' III creases

 

   

She utged the M
not to gullibly loco” IQ
excuse that VAT m0
sponsibie I(II ptice hikes
and said VAT, at It)
cent. should in fact
the prices of 500$ nir-
rently subject lb 081‘.

“In the long run, VAT
ought either to

prices down. or atu
arrest the rate of price in-
creases III recent years ”

Prof lager said con-
sumeta and the busine.
sector had to unkm
um wrr should not beh‘
costbome
and said VA sM
input tax cmdl‘t canes“
would lead to am
in businesses ptoduetioa
marhetin. and other op-
erating costs.

Businesses had gener-
ally been co~uperative
and willing to review ptic-
ing decisions.

Misleading advertise-
ments, suggesting it was
better to “buy now and
avoid VA'I' price In~
creases," which could not
be resolved by VAT-
WATCH had been refer
red to the Advertising
Standards Authutity.

IIIIusewIVcs‘ I eague
spokesman. Mrs Sheila

Lord. said it was the run»
sIIIIIcI's respttlhihtltty III
ensure IR was Imt being
Iippetl u“

She Iitgcd IIIIIxumus to
shop .IIIIIIIIII IIIIII t IWI‘

I     



 

 

BUSINESS I’;I:\‘C\"$\,,.
GOVERNMENT REVENUE: South Africans are paying too much, according to worldwide trends, reports REG RUMNEY

A’s tax burden:
Enoughalreay

lllLRli is little scope to increase taxes
in South Africa. according In South

African Fiscal Think Tank chairman
Marius van BlerLk
lhe re;IsLIn Van Blerck remarksIn a

paper (In internationzIl tax trends deliv-
eIL‘Ii ill LI seminar this week is that South Africa
Is eliL‘Ltively (me Lil the most highly taxed na—
tions in the world in all categories of tax, with
thL nutIhle exception of social seLurity taxes .4 .
VIII BlerL k looks at both the overall tax bur-

(h. n and the distribution (Iftax in South Africa
and abroad using International Monetary
lIInd SA Reserve Bank and Receiver 0f Rem
nuc statistics. I I-"‘:;

lhe (Werail tax burdenIs measured by taki
the amount of tax central government recetvgf
as a pementage of the measure of national aehzwi
ty gross domestic product (GDP)

in South Africa central government revenue
as a perLent IIfGDP was 24 ,6 percent in 1937
-._ up from 2] 4 percent in 1975.
The corresponding average for IndusmafiW

countries in 1987 was 27,4 perLent; the figure
iLIr developing countries in Africa was I .
percent .
South AfricaIs more of a developing than '1‘ ‘

  

.31m“..‘ a
122'‘3", '.!’3'0

 

 

   

  

  

 

  

  

  

 

  
 

 industrialised country, though it is ahead
many other African states '
Even more extreme is the disparity betwee

South AfriLa and the rest (If the world in the ase-I
:Is Iii direLt tax on income profit and capiwi
g:tins

In South AfriLaIn 1987 central govemment ‘
gm 5i 2 percent ofIts tax from this source. ‘
The average tor the world was 37,2 percent ,
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higher economicmm
Turning to the dIstrithtiou of tax”, Van Black

expandsontheshiftinthetaxbmdenfiomcom-
panics to individuals.
This shift, he say, needs to be examined'III

context.
“Firstly, pan of the shift has resulted from ex-

ternal factors, namelythe softening of a wide
range of mineral prices since 1985 which has .
seen the profitability of the mining segtorde—
cline dramatically
“Secqndly. despite the shift, the captivate tax

hutdenIn South Africais, relativemtheindivitil-
ual burden, still high by OECD standards..
1987 intheOECDoountflcspemmal tax gettern
atedonavemgefmntimfsmmuchasoorpome

Two-tIérVAT systb'l'
THE govemment should not have dropped the
ValueAdded Tax Inc to 10 peicent.
Instead itshould raisetherateto 15 percent—

and tax awideiangeofbasic foodstuffsataspe-
cial lower me ofabout 5 nt.
This is the simple solution, according to

‘ South African Fiscal Think Tank chairman
. ,;,,_Marius Van Bierck, to the VAT conundrum,

since most opposition to VAT tends to focus on
on its effect on basic foodstuffs.

It is also the fairly widespiead practice adopt-
ed in other countn'es. .
“ThereIs ever likelihood that this system will

generate VAT revenues at least 40 pencent high
a ‘3, er than our current system."

Van Blerek reckons that removing problems
with VAT is esSential for another important part
of tax reform reducing the corporate tax rate
40 percent. .
 

Witt.

tax; in South AfricaIn 1987 personal tax only
generated about 50 percent more than corporate

taxSouth Africa'It: most out of line with most oth—
ercountries when it com «I social security tax-
es -—- basically a form of compulsory national
insurance
In South Africa social secun'ty tax means es-

sentially the Unemployment Insurance Fund,
and stood at two pencent of central ment
revenue compared with the world total of 28 l

_ th Africa’3 social security tax figureIs
whmefordeveloping countries in

Africa.» 1.8 percent. But since it isbetter de-

  

depetlitlnn moncoumiee on the continent, it
suchl IIably have a higher proportion of

Van Merck also tax trends betweensurveyed
19803“ 1990in4008ftmtries choeenatram
m.fiieawme Twine“:
cwmrieedmwedfi'omfi, pacemm 1980
n4036puceflinl990. 0fthoeeowntries, 13
havedroppedtheirratesbymaethanwper-

imandonlyth'eehavemisedtheir
mushy vepohnormome.
Tineavelnemleof .1.,;.I . taxintheworld

f ly from 1980to
j} to 47,77 percent.

‘ M iii push the aver-
1992, says Van

    

   

  

   

  
  

  

  

  

    

 

    

  

. be reversed.
”h indicates the ex-
" dual tax neforem is

; 60percentin 1980,
I andofthese. one

ucingitsratetoSO
" '4; in l9”)-H

‘ I swer
Whas expressed it

doubttflhweomu oerduc
mummmm peeentflper—
«muumamsommmmm
yea. Hmh'h ’

III aeoordantwithworldwide trends, South

 

Afi'iea has teen 3 system removal oftax de-
ductions in the last decade. resulting in an in- .2; . .

aeaseinthetaxbase.

“However, at the same time we have experi-
enced an increase in corporate tax rates" This
aberration could not have occuned at a worse
time for South Africa. given the simultaneous
sanctions campaign, the descent into inflation
and the softening of a wide range of mineral
prices. and it has undoubtedly contributed to the
low rate of gross domestic fixed investment in
the country since 1985.”
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Cosatu marchg.
in two cities

against VAT
By NaomiKlsch
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111111‘1111 1111 1’11'\'~1\, 211111

1111 111111‘1 1111111 1 11w 111111

111111‘1 M1111x111 M1 1111

11111. K111‘1

111110 was :1 11111111:

11111111' 111111 11111111 11111111?
|‘H‘\(‘fl(t‘ 111nm: 1111‘ 111111»

1 111'1\‘ 1111111‘ 1111111 W1111111'~

11‘1x $11111 1111‘ 111111111

111-121111 111 11111111 111111 111C

111111111 111sp1'n111 \1111111y

:1111'11 11111111

M1111111'1x 0111:1111! “111-1'-

1111111 mugs” 111111‘ 111111110“

111411111}: 111115111“ \111'11 11%
‘1111nl 1111 111111111111: 11111—
11'11.1|\” "71‘111 11111111: 1111

11:11.11'11111111111110 111111 ‘I )11

1’11'\\1\ 11x11‘11111nx111 1111‘1‘

1111111111111 111x11\11'1

1111‘ 101:111n111 s1‘1‘11'1111y

111 (11\;1111\ \V11\t;111'1\

1111111 1111111111. M1 A1111“

M11s11111111 1111111 later 1111:

n11'11111121111111 were 1111 111-11

n111111 1\\11(‘\’ v11111'111'1' in

1111' 111111 11 1'111111111111111 111111

1111' 11111111‘1111‘11111111111 111

\Al

 

 

Not included
A SAI'A 11111111 1111 111111111 M1111x111 11.1111111 1111

1'10““ 1111‘1‘ 111111 w1111 1111' (1111111111; 1111111 1 1111111111111

1111 VAI 11111111111111 \11111'11 111.11 1111\11111 “111' '11

would he s11hs1111s1‘11 by 1111‘ 511111 1111.11 101111111 311‘ 111.
lhe 1111111 111111k11111s 111 111' \11hs111is1'11'11‘1 wimp

(s1nmpmie111-s) 1111411311 11111111‘ 111 me.1111' 11cc (1111c

I uis) 111111 milk [1111111111
11151110: 1111 dried 11mm .1111 11‘111111 11111111 11111 he

ams111e1e11. 11111011111111: 1111 111111 11v1111.1111111_y
(‘111s11e11 1111111‘111 is 11111 1111‘111111‘11 8111111   
Post and phone casts
joinVAT price hiké

P1 )STandTeIeoummimi

cminns 1311111 W111 111-

aease by :11 avenge 111
8,77 peroem from Sep-
1em11er J) 10 accomodau‘

nluemdded tax.

The Pmlmasler-(icner—

III. M! John de V1111ers,

announced in Pre111ria

yestetdly 111e increase
was necessity 1o deftay
1h cflod 011110 1n1111duc~

11011 01 VAT 1111 Ihese ser~

V .

“1e” servioe< are cur-

remly exempted 1111m

Telkmn SA 11 111 111-

creese lckphnne 111111111
by R2 111 R26 11 1111111111 1111’

a summmic exchange
cunneflions and R27 2

m1111111 1111 11111131 fines.
T111- 1e1ep11me call 11111ng
will increase hum 151‘ 111

111,51‘ while 111C 1ns11111a-

111111 fee 1111 1e1ep111111e<
will increase 1mm R1151"

R170 The 11111" 1111 pay-

phone (11111 111111 n01 be 1111-
jmu‘d
Mt De Villiem said

concestinnarv 11111111 111111
:111111v111 11111131 111111 1111:1111

111‘ 1.111111 1111 1111‘ 111111-
1‘1111111‘ 111 111 “\11111111 11111

1111' v111l1""1111' .

In I1111em1111111‘111. 111111111
11 111111 1I1‘m11m1111111rs mat-

1'111‘11 111 police 111‘:111q11a1~
11:11. whcrc (111111111. 111'11-
\1111‘1. M1 A1111111 M11111"-
1111. handed 111111 a mem»
11111111111111 1111 M1 Du Plev

sis.

Addrnsing 111-mon-
s11111111< in J11h11n111'111111g.

M1 811111111 warned 111e
”111-11111113111 111111 (‘11s'11111
w1111111 0111111120 in 111111111111-
11! 111‘1111n, 1'u1n1111111111g 111 a
1:1‘111‘1111 \111111‘

11 1111111111 m1'1‘1 11s rival.

1111‘ N11111111111 (111111111 111
1111111‘ 1'1111111x1N111'111). 111 '

[111111 1111‘ 111111111. 111111111

mighI 111111‘ place 111
N11v1‘m11c1.
A 1:11g1‘ [111111'1‘ 111111111-

1111" 1.1111 111111110 w:111'11m1
1111- 11111111111111”. 11111

1111'11' 111'1'11' 1111 1111'1111‘111s

( mam 111111 N11111:.
111111111111 1111‘ (11111111111-11 1
1111: 1 11n11111111‘e 1111 VAI
111111 1111111111 11epp¢11 11p
1‘:I11\ 1111 1111‘ impk‘mcnlav
111111 111 VA1 111 111‘ 111'»
layul 111give 111cm lime 111
111121111311: 11 he111'1 1111111.
"my my 1111111111111 W111

increase 1111 1111111 111 111111

111-111111 111111 111C guvcm
man has pr11vid1‘11 1111 c111
111‘111'1' 111 CD“ 11e11e111s 111
1111111: 111 111C cmwumcr

11111111 pensioners had 111
be increased The Mr.-

phone insnllation fee 1111
Ihese clieMs would in-

crease 1mm R25 10 R27

and 1he 1110111th 112111111
from R111 111 1119.60.

111C P11s1 Office has an-

nounced 11131 puslage 1111
an ordinary 1e11er 1111111111
increacc 110m 25c 111 271‘.

while the 131111 1111 a par
cel 111 1kg would be 111-

c1ea1ed 1mm R250 111

112,711. 11 1111: am 11111ch
is dicpnu'hed by 311 1111111.
1hr 1111111 111111111! increme
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Confusion over VAT

slammed by opposition
WM‘

CAPE TOWN. .— 0111111-
11111111 smkesmen were
11111111111 cr111c01 yesienhy
111 1111' mnlming In.“M
11111.111in111e changes 10 111e
VA'I' sysIcm. 11111 awed
111111 VAT musl be 111110-
11111'e1l 1111 Sep1em11er 311 111
end 111e unceneimy.
which 111111111 consumen.
1111111111111. mnn111111'11111‘rs
111111 1131:1111‘11.

'1111‘ (‘11111erv1111ve Pauly
spokesman on finance.
M1 (‘Mpet Uys. said 1111:
1111h11c was “101.1” c1111-
111sed". whik 1111‘ cam-
”mic 1:111:11; were even
more «1100:.
11K Democralic Pany‘s

11101115111111 011 consumer
111111115. M1 111111131 Wakh.
said 111 1111: many changes:
"11 11M been 11 c11s11y 111111
unnecessarily inefficiem
exercise."

M1 Uys asked 1111111 111C

M1111§1er 111 Hume. M1
Berend 1111 Hessis. ex-

businessmen 111
prepare 1111 VAT's 1111m-
d11c111111 111111111‘ mme 111-11
11 week, when cvevy [1:111
days 111cm wete new 1111-
1111111111 111111 11e11‘1111m 111
1111- 1y11em.

11 was dear 111111 111e
111111qu 111111 1111111511131
«(1111 were alteady 11c.
laying 1111111111“ 111 111111-
1111 gouds 111 111111: 1111111111-
1113: 01 VAT rebatcs' 111111
tern 1min; 111111-11 111ese
me inundated. 'fbete
001111! 111etel111e he 1111 1111-
111131 delaying in 111111111111:-
111; V1111
He 11111111111 111.11” 11101

when 111e (‘1’ 111111 111M111
111 11111111111111.» 1111'
1mm 111e 1111" 111 VAT 1111
basic 11101111111115. hospinl
tervices and prescribed
medicines, [hose were
hushed aside. 8111 when
('11s111u and the ANC 1111-

iemd. very 1:111.- 111 1111.-
«11.11211111111111de

11111115 1111111 112111
111111 Iis1e11c11 111 "11111 argu-
menu.

M1 Uys 1111111 mined
111e 111111111111] whidy 111
111 percent 1111 flushed
maize. and "pmslbly"
111.111 1111 been and W111.
“111111 1111 you 1111111, 111
percem 1111 one 11111111 and
«111-11111“: 1w 1" [1ct1‘el11 1111
111e 111111". and 111 11111111 11:-
vel 1111 111cm 11111111111.11111.1
Mic flea?" he fled.

"We I11! soy 11111111131
servicesmmhennd
~you1lon1111nm

Uys.

M1 VlahluaidMJa
Mm. dived MI
111111111ka
11111: welcomedam
mflwovidehodvefld
1111111e1111111.
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VAT could rise to
\“\18pc before long:

eX-official
By Keith Abendroth

A l'URMl‘R tIIlI tank
HII! Hiiit‘tnl «It lilt‘ Ih'
szItmt‘IIt (It l'tllitllt't‘
:IIIII (Inc It! illt‘ illt‘ill—
lt't'l\ (Ii (igi )‘L‘Kltittldy
Knitl it wmtltl “nut he
Inn}: IICIIIIL‘ we we
Plt‘t.‘(‘lllt‘1l' lllClt'flNCk in
\’/\l' until it l'CflL‘hCK
up In IR percent".

Hr lt'itx Berkhnut. :I

lt‘lttCti ttIIIIICI tlitt‘ctnt III

internal C(IIIIIIIIII' in the

(ll‘l‘illllllt‘llii claimed the

state :Ippentt‘tl III hmt‘

made :I “hiuntlcr” in it\

estimates (It VAI Icceiptx

:ItItl wztx heading int it
shutttall (Ii between

R‘ ltillinn and R7 hilhtm.

Using IIilit‘iztl (‘I'IItIul

Statistics Servicex and Re

serve Hank tigttrt‘x. hv

mid It L'Hllitl he khtm'tt

thztt the «late Wits

shunting" in its estimate

(If an ittcnme IIt' R2! .5 hit

lion fmm VA'I .

“Somewhere along the
line an crmr (It judgment

has been made in calcu-

lating VA l' revenues, :Iml
mv prediction ix that it
will not he lung hclntv we

see massive itlt‘l’t'nxt‘K in

the lat III line with tht‘
VAT rates (It the richer

“cstmn i’ittmpcmt cnutt

tries." he \illtii

“By mm. the gnvcrn

mcnt‘s salami policy :I

slice at a time ris' :I well»
knnwn suit swiping :Ip
pmach. "

It was L'Ir [mm the

truth to advertise and ex»

plain that VAT wztx
“lcakpmuf” and the heat
tax fur the cnuntry.

"At bout. it prevents
wme 0f the leakages

caused by Black traders
and the last decreasing
numbers (If pgtpavztntl»
mamma shops." he midi

“(Iver-

 

\Vttlttttll [‘tnpct "till

(Hit? Hi the t:I\.

III;IIIIIIII|;IIIIIII\ :Itttl Utlill~

”H II“ C

\lHll iIt tun‘n \t‘HL‘l .lllti

itth‘l t’tIItiti ttnt iIt‘ It\ttiti

ml and the t‘IIIIsulting

lIIIIt-nti am up hy him ;l\ :I
lt‘ltlt‘lllt‘lll activity h:I(l

lett-ztdy fuuml more than

QH \L‘Tittlls ltmphulcx in
the \"/\’l system.

I cztknges in tht‘ (EST
\v'slt'm. \flltl DI llt‘rk-

lItItIt. should be blamed

H" pnliticittm wlm had let
themselves he influenced

tut personal :IIIIl political
gain. III by “pure stupidi-

ty”. to create fut manipu~
izttnrx a system in which it
had been possible to
typhtm off at leaxt R(I hi|~
litIn tn R7 hilltnn in (EST
receipts

Aml. he Said. the (‘utm-

*
1

go ahead
By Put: Fray
Consumer Reporter
 

On the eve of country-
wide protects against the
implementation of Value
Added Tax the South
African Chamber of
Business has urged the
Minister of Finance not
to postpone the introduc-
tion of the new tax.
VAT comes into effect

on September 30.
The of South

African Trade Unions
plans to take the contro-
versial issue to the
streets tomorrow to urge
government to delay the
Implementation of the
system until effective
negotiations have taken
place on the tax.

Picket: were held at
the Vereeniging and

tI_\"\ politit‘tmtx (lid tint

\t‘L'llt tn haw an inkling

thztt the \'/\’l \\'\it‘l'll

whirl]. III tht- hnnl lelélit"

xix. ltutl hccn tnru'tl (In

the L‘IIIIIIIII hy the lntcte

llilllt'llili Munctnry l-und
» wuttltl create a situat—

tintI tlt‘trimcntstl tII concil-

intmy pnlitics.

Some pnliticians. he
said seemed to he lean

ing mer haekwartls tn
curry fnvmtt‘ with the
NH! seemingly ingtn
be granted an IM ' credit
lim [0 support propagan-
Ila int purty--!mlitical m0-
lives

huul were glad about the
introduction of VAI he
cause it _ , m ‘

“cleati   

 

Klerhdorp Receiver 0!
Revenue offices yester-
day while countrywide
protest meetin s have
allobeenpl'nneg.
lee statement the Be-

ordtnlling C&nmltteenn
VAT said the pickets
would continue until Sep- _
tember 30 the date when
the controversial tax
would be implemented.
However, Sacob said

yesterday any postpone-
ment in the implementa—
tion of VAT would exec.
erbate the current poor
business conditions and
delay the start of any
new economic upturn.

“This could. in turn.

have a severe impact on
em loyment levels."

he organisation said
it had urged Finance
Minister Barend du Flee

‘said DI Betti ‘:"
. he to streantl 5,; .

Others. said Dr libtksi'w

the exemptinm granted in

  

 

  

  

lht past I” ycztrx :Intl
\lltflltliilling the Sales
lax AI;in such3WIN
thatt ité v _ c .t

more I f inpzts
sinnzitc ireiiahlezéand
economic.teventfi

system. talc" ‘ e}
many exem 3": gyi'ttich
W been given mid leav-
ii; the pfivm Mm a

centributor td‘

 
extendingthe: ‘
able pfivfle

sis not temmtponethey
manna!VAT.imllM

 public It

lumlnthenewtu

tem and postponement
would be “an enormous
national waste".

Sacoh also appealed to
big business not to re-
train from purchasing-
from smaller firms that
were not registered as
VAT vendors who would
not furnish VAT invoices.
.Help keep check on

rises —- Page 7
 _ ,. “fit .

 

Doetorgthreatenf~i¥hass
action over VAT

THE Society of Dispens-
in; Family Pructitioners
(SDFP) —~ the biggest
representative body of
doctors who dispense
theiI‘ own medicine: -—
yesterday warned of'join-
ing in mass action if the
government does not sus-
pend VAT.

The society's oo-ordi.
nator. Mr Fuel Muh-

dam. said in Pretoria that
a meeting of 22 organise-
tions. hosted by the socie-
ty in Durban on Wednes-

day had unanimously de-
cided to demand the im-
mediate postponement of
the new tax

This move follows a
growing flood of potent
ln'd threats of mass action
if the govemment does
not negotiate the more
contentious aspects of
VAT

The SDFP meeting was
heltiI on the same day a a
stmier meeting in Cepe
M of mdes unions
gt?community orpttihe‘

 

 

actor: had al-
ready invested large

 
~—

‘0’

  

 

 

At the‘:?Cape Tm
meeting. hosted by the
Africun National Con-
gress. the NntionelCoun-
at of Trade Unions and
Count I warning .3;
sounded Of “mass p“).

tests“ it the government
does not heed he' Vfi‘fit’ call to

so .

     

    

      

  

  

   

iBarend gives Vii]L Cr; M i
FINANCE mum: Barend du ‘ -
ll"? yesterday to establish a

1'FM“:mt

ohiecfloultuthenewta

  

Mml‘wm “ i? 3‘} 43:;

-DT.“:14." ‘

“Special consideration
should be given to the
zero rating of ell health
and welfare. services
basic necessities and
foodstufls.”

Ml’ Mukadutn aid it
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stick pcaka;
By CURT VON KEYSERUIGK

THE GOVERNMENT painted Iteelt into a corner
that forced ieet-minute chengee to Vet title
week. say huelneeemen.

”It’s crisis management,"
leader. who ask: not to be neat

1a]: a bueineee

“Aithou h the International Monetary Fund recom-
mended 1 % Vet. the Government wee warned that
anything over 10% would
ceuee foliticel probleme."
Em: & Young tax partner

Devid Clan eaye: “Given the
decision to go with 12%. the
Government should have
coupled ublioation of this
ii ure wi an announcement
0 huge promote to help the

:-poo.
"The relief meeeuree

- announced betorehehd were

 

not enough."
Bueiheea Timee hae leemt

thet Finance Mlhieter Ber-
ehd du Pieeeie decided to re-
duce Vet tram 12% to 10% ee
lete ae laet Sundey. He
worked into the hi¢ht to drett
the revieed Vet etructure.

it received Cehinet eppro-
vel on Wedheeday ehortly
before being announced.
The mutt ie a pacha e

thet economiate eey l
hinder economic growth.

Fuel
Aubrey Dichmeh. honor-

er?’ proteeeor of economics et
W t: Bueiheee School. eeye:
“The amendmente were

, evitehle.
“They merely detet the in-

People may ieel

Wt.

have to be fir;
edjuetmenm BOW
He connidere the to

mmmmm...ower ~
the tuei tax to he a retrogra-
aive step became it tee
Vat’e coet-con

? ed h'htr. rt 1". “iect y e ce 0 petro
end dieeel.1'£le ie eo to e
leeeer extent ae e reeult o!
increeeed exciee dutiee.

“I eccept that there ehouid
heetexontueljutehi'her
fuel tax in very much eecond
beet to hi 1‘ Vet.

“Reduc a the Vet rete
will eieo increeee the Gov-
emmeht'e deficit which he
infletionery impiicetione end
could delay the reduction of
nominal intereet ratee.
“Mr Du Pleuie says the

lower Vet rete could delay
the reduction of corporate
tax and the to me: im-
come rate to % w ch the
Government hoped to
achieve in the next three
years.
"Our effective compeny

and personal tax rates are

high by world standards. 1!
they ere not reduced. SA will
remain reletivel unattrac-
tive for both orei ehd
domeetic inveetmeht.
Read Mercheht Bank

economiet Rudolph Gouwe
eaye: "ldeall . the Govern-
ment ehou d not heve
oompromteed on Vet. How-
ever. it had no option but to
take eccount oi poiiticei
realitiee."

Proteeeor Dicltmah eeye o!
the cleim thet Vet takee
money how coneumere and
put: it in the pocket at hul-
heee: “'l'hie doee not mad
very 300d. but we malt re-
member that the hueiheee.
eector le the key to the coun-

‘e economic eurvlval.
“l! we do not have inveet-

meat. we will heve no new

Proteeeor Diclunan ee
Vet ie a vital element at e
proceee ot treneltiou. coura-
geoueiy embarked on some
yeare eue. end the edditional
economic reetruoturiu

lhduetry

creeee revenue from thoee
hIeche who eecepe their
ehere of tax burden
rent end electricity
From now on they pa

hi er exciee texee on me
th [I ee televieion eete, eige-
rettee end bee

Black texi operators. who
do not receive State euhei-
diee, will pe more for petrol.
Mr Du aid at hie

creaeed
not he celled a burden on
very poor because “thoee
who cehnot etiord to buy food
certainly cannot eflord theee
items”.
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Sacob pleads
for consumer
 

leeieeeel'lleeleperter

THE SA Chamber at Bnet-
heee (Beech) hae appeeied

hueineea theto to
benefite ot VAT topgt'etom-
en.

“Buetheee ieunderw
lie microecom on ite l‘h
Vet Competition muet he

wmw"l" “MWe empoyer -
eation mm:W pro-
gremme hueineee.
The oeii camel emid re-

newed claime thet eupplien
and reteiiere heve tncreeeed
prtcee eheed oi the new tax.

Louiee Tape. heed ot the
Government-e ointed
wetchdog body etwetch.
eaye that in recent monthe e
wide reap ot poet-Vet price
increeeee heve been en-
nouncedon eer-
aiscTeecunentiyexempttrom

.

W audeirteree

account coet heneilte thet
wili reeuit from Vet,
“um ueee the mum!

neat introductign' 0! Vet eione
ea e reeeon or increeltnl
priceeitwillheeeeverehiow
to attempn to curb inflation."
Secob eeye capitei interme-

diate gooda have been
exempted from Vet in the in.
tereete at economic growth.
job creetion and internetiouel
competitiveheee.

to
. meat” to lower personal end

The ceet eevihp will tehe
time to permeete the
eyetem. oi the me
at which ihvctment decieione
are made. Complieuce coete
are eleo hip:
Genoa price increeeee

eieo mehe it unlikely that the
tail ooet eevihp can be
paeeed to cmumen

"But industry and com-
merce ehouid be seen to be
identified with tangible behe-
tita from the implementation
0! Vet."
The rete cut to 10% cm

eleo be included in commo-
tive merhetihg etretegiee.
eeye Seooh.

Renege
The orgenleetlon aiao

wembueiheeethet failure to
"meter with the Receiver of
Revenue can lead to higher

the inability to
credite.

thCom ea mugt“anew
eyeregeeredto a e at

before September so.
Secoh eaye bueineeamen

should “tehe every opportun-
ity to urge Government not

on its commit-

com y tex.
“ti”... Vet ie eventually

supported by personal and
corporete tex relief. econom-
ic domence will continue
to edvereely effected.

“Direct taxation is now the
Achiliee' heel of tax reform."  

arend’s 016
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COMMENT

Tax dodge
T IS no way to introduce a new
tax. But peihaps we should spare
some sympathy for Finance Min-
ister Barend du Plessis. The

clamour over VAT and the row over
government's dirty tricks spending
have put him under tremendous
pressure, so there are grounds for
excusing an unsure political touch.

This week‘s VAT decisions cer-
tainly bear the hallmarks of crisis
management and of some lack of
sensitivity to the political dynamics
of today's South Africa it was over
a year ago that Du PIGSSIS and his
Cabinet colleagues decided we were
to have VAT. and that was to be the
end of the story.
That might have been line under

the old regime; it doesn't work like
that any longer, These days. consen‘
sus is all important. It's no good
blaming the politicking of extra-
parliamentary groups when VAT
was being formulated last year ~—
politiclting which might have pre-
vented opposition groups from pub
licly participating with government
in tax planning. The realistic re-
sponse to approaches blocked by
public posturing would have been
private approaches to opponents. in

. any case. Du Plessis was distracted
by his accession to his party's
Transvaal leadership and last
year's events.
Government was given timeous

and politically realistic advice by
organised business and the other
interest groups it consulted ad-
vice that the initial rate be no high-
er than 10%, that social exemptions
or zeroarates be applied and so on
Instead it almost went along with
the IMF, Whlt‘h suggested l3“: and
no exemptions.

 

fiber

This is all water under the bridge
and, on the whole. critics of the
original VAT pr0p0"'i|8 will support
the present relaxations. Cutting the
proposed initial rate to 10% could
take some of the wind out of Casa—
tu's sails and leave employers less
charitably inclined towards the
union tederation's call [or compen-
satory pay increases.

(in the other hand, business is
unlikely to be impressed with some
of the proposals to make good any
shortfall in government’s VAT haul.
The National Party's election
pledge of lower personal and cor-
porate tau rates is about to be
biolun Uu Plessis warns Thatsnot
surprismg The p has already
reneged on its p ge to cut the
budget deficit to 3% of GDP and to
continue with,‘ privatisation.

Slippages in income tax cuts will
influence business decistpns on
fixed capital investment ~— the very
spending VAT was intended to en
courage and the very spending our
depressed economy needs.

Nor does the decision to hike fuel
prices and excise duties on “luxury”
goods, cigarettes ; liquo display
any great [light oi , ,
Again It is sympt '
tix ol crisis manag-T , A

Everyone acknowledges -
need ioifiirgency outwei
other‘e siderations Bil

        

   

 

 next (hanre comes with his
In March Betweennowa J 4
Vtuiild be iiilViseil to do Some '
ml lenie minding by consii “ a
more major playirs aboutthem ’
tiys lIIIaiItial give and take , w

ii}; :ifilU

    

    

 

Zi‘ j,”

OSATU does not believe
that Finance Minister
Barend du Plessis’ an-
nouncement on VAT on‘

Wednesday a uately address~
es all the probems associated
with the tax.
We therelore stand by 001' tion

that the Department of
needs to post the implementa
tion date of V T. We are prepared to
enter into ' tions aa a mattes at
urgency wi aview to completing
them as rapidl aspossibleu.A pro
ceas of negotla
ties are seriouly“fanmwoufio
reaching agreement the -
tective way of dealing with edict.
Du Pleuishas argued that the

oostsoi theimmpleuiaata
tiondateotVAT willbetoohlfi
However. we hellevethat theeostsol
social and industrial conflict it the
government insists on pii its
pteseot course. may be far

The Minister and his department
have tailed properly to negotiate or
even consult in several respects. 0r-
ganisationsmhayenot beenwhiehm'
the calcula {AT

‘ rate was set; mavens targets
havenotbaadfiadsclear.

Even now wédonothnowonwhat
basis the 10% figure was arrived at.

recommendatio-lt seems that the
tlonstoVateainotthemanyor m

were not
which wastahehaerlmislywas

goithelhfli‘, whichisootastamtliar
thSwthMtkancooditlo-asths

mI twedaJstheW
’to VAThumthhelliaistc
has still 5;“; reluctant to emit

ly olowlng our meeting
wit him on July it, at which he
undertook to copsult with Coaatu, we
were unable obtain a re ly to
numerous [asand phone C Is tat

. .\Cabinet’s res
‘ ’?Mrmim and pre-

rather than to

   

 

 

Cosatuw
talks{to

a national disaster’

<4“. Act”

yyants VAT
revent

 

JAY NAIDOO
    

nouncement was scheduled for
washastil

Ma. "me:
pieemptthe "atheVAT
sunmitheidyesterday

ltisoaiyasarasiiltotincreasiu

m..M....“em.
flealthhavecomelorwardthisweeh
withaseriasolu¢asiireatoaddress

tootandthadequate. Theyare

.mptaptopa' .mammal:-
flea and oesotia They are likely
to lead to more conflictnot lea;

We have several ob to the
revised VAT . e continue to
believe that the rate is too high. The
Housewives’ recently calcu-
lated that the rate would need to be
setatS‘xonallgroceriestobringin;
thesameamoiintotreveniieasthe
WISVoGST
priceot‘ctrolhmand diesel wilfonly .'

'Inthe studies we have commis-
sioned it appears that most countries
have given a great deal more consid
eration to the impact 0! VAT on the

 

While figures still needto

poor, the unemployed and other dis—
advantagedgroiips.There have been
differential rates, with lower or
aero-ratin¢ of essential commodities
and services and a higher rate for
luxuries The SA government is fond
(\i'tAqriiotiii; the overseas experience at

but appears to be ignoring its

Items previously exempt or ex-
cluded from 681' will be taxed

These include basic foodstuffs,
medicines. medical services, sick
pay contributions, water and electri-
city The addition of tax on these
items will fundamentally attect the
living standards at the anemployed.
aged and lower-paid workers

Wesii ttheviewotthekalth
sector t VAT on medicines and
medical services is immoral The
wrtial exemptions announced on
edhesday are not good enough.
It has been 03W that a Izw

isthm-VAT rate could increase the
rate by about 2,5 ‘ points

etithb»

 

 

hshed' about the inflationary effect of
a I0% VAT rate. the petrol and diesel
price increases announced on Wed
neaday will also be inflationary.

There is no guarantee that the in-
flationary eilect oi VAT will only be
short term as the government is try-
ing to suggest. FathermOre. even a
shortterm rise in inflation will be
disastroin in the present climate.

We are also concerned that VAT
will be abused by the commercial
sector to raise prices We do not
believe that Vatwatch alone is an
adequate sate iiard. In other coun-
tries, tarreac in measures have
had to be introduced to prevent price
rises during the implementation
stage. Other countries have more de
veloped mechanisms and organisa-
tions to safeguard the consumer

The costs oi administering VAT.
especiall tor the small business sec-
tor, will . These will inevit-
ably be on to the bite In
other countries provisions ve been
made to assist small business.
The amount oi poverty relief
anted by the government remains

gadequate and there has not been
proper thought or consultation on the

mechanisms to distribute it Without
carefully considered programmes
and the participation oi the afloeted
communities and organisation pov-
erty relief will not achieve its objec~
tive.

It also does not make much
to introduce poverty relief whiz“
the same time removing snbsidi
basic staple tooth such as maiae and
bread. Further, the targeted ours
tor poverty relief are the m“
This effectively excludes the
m worker, who will therefore 'not

tit lrom these programmes.

it is not too late for the govern-
ment to reconsider its position. Even
after the government has adopted
such a high~handed approach, we are
prepared to enter into genuine nego-
tiations to resolve the conflict.

Unless we can reach consensus we
will be facing a national disaster.
There will be a decline in the stan-
dard oi “Vt: for all. and tor those
not protect against cost ot living
increases starvation will stare them
in the lace.

The lnkathagate scandal involv-
ing government abuse of taxpayers
money, together with the fact that
the majority of the people in SA are
taxed without representation has al
ready created widespread an er I!
tax changes are introduced w thout
the widest possible consultation and
consent heightened conflict could
jeopardise the transition proc. in
its current delicate phase. .
Furthermore government shtiuld

not underestimate the sensit. vity oi
any population to unpopular tasu ~
advice which Mar aret Thatoher
would give them for ree. We b :lieve
that opposition to VAT from th man
in the street cuts across all r icial
and other barriers. even atte the
latest announcements This is oppo
sition which the government lane we
at Its peril.

l l Naidoo is Cousu’a general socie-
say. This anion is based on Cassa-
tu'a submissions to yestasday‘a
VAT summit.
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)
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2.3.

2.4.

3.1

3.2

3.2.1.

3.2.2.

3.2.3.

3.2.4.

3.2.5.

3.2.6.

Review of events

Our letter, dated 19 September 1991, to you requesting a meeting spelt out the
events to date. A copy of this letter is attached.

Yesterday, 23 September 1991, a second VAT Summit was held. It was
attended by 47 organisations including organisations which had not previously
allied themselves with us. This makes a total of 104 organisations now
supporting our initiative.

The Summit heard reports of the upsurge of support in all sectors of the public
for the campaign.

The Summit unanimously rejected as inadequate the amendments made by the
Minister of Finance at a meeting between the Co-ordinating Committee on vAT
and himself on 17 September 1991. lnStead the meeting re—affirmed their
support for the proposals adopted at the first VAT Summit on 22nd August.
Section 3 (below) lists our present proposals to resolve the VAT dispute.

Proposals to resolve the VAT dispute

The Summit supported the view of the Co—ordinating Committee, based on the
opinion of our Expert Group, that a postponement of all or part of VAT would
be the best solution to allow a substantive process of negotiation to resolve the
shortcomings of VAT.

The following is a summary of our demands to address these shortcomings:

Zero—tating of the following foods: Fresh meat, poultry, fresh vegetables, fresh
fruit, legumes (dried, canned or fresh), fresh milk and powdered milk, grain

and grain products, cooking oil and tinned fish. This list has been provided to
us by nutritional experts.

Zero—rating of scheduled medicines and exemptions on medical services.

Zero—rating of water and electricity.

Negotiation of poverty relief programmes.

Measures to assist small business to overcome the problems created by VAT.

Stronger controls against price abuse.
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VAT a powderkeg ,
aboul lo explode J,

HE government’s highly coin;
troversial Value Added T" _: "
(VAT) is implemented neat

week against a backdrop of mass
resistance with the country’s larg-
est trade union federation, Cosatu,

and black political organisations
threatening a general strike which,
could cripple the economy.

(osatu demands a postpone-
ment of VAT until government
addresses the following:
I A zero rating on food, medi-
cine. medical services, electricity
and water;

I Amendments to the VAT Act
to avoid prejudice to small bIIsi-
ness;
I Negotiated poverty relief pro-
rammes and:
Much stronger control ‘on

abuse of the system.
llut Finance Minister Barend

du Plessis is adamant that the
implementation of VAT will not be
postponed. saying it would disrupt
business.

()ne concession is its undertak-
ing to subsidise foodstuffs like

samp, mielie rice and powdered
milk.

It is clear that Du Plessis has
missed a crucial point.

 

  

  

{introduced has cast . , .

.sions on the Wmnt. G . » v ,.

tion of tWcomillunity.

  

This my be true. wi
But the way in which V‘ y    

  volatile politicaisituation I
deepening Wu, Du Ms
should hugeconsulted a broqueec-  

 

Having_' 3 looked this vital is-
sue. Du Mus must be mature
enough ta ailmit his guilt. ~ii

However, we do not thinkC0815?-
InS collision course with DIPlay- '
sis is a solution.
Our country has

enough economic hards

 

 

 

 

   

  

  

  

     

 

 

ture government will Imrit

 
wasteland~ whichwill by
enough tomark amm“‘*
A solution is still

Plessis goes back I ting?“e41m
board and reviewsCositii”
mands. i i
(osatu5 marchMofill Jfillall‘

neshurg this wall should be a
warning to the government of fur-
ther possible economic disruption.     

 

 



 

‘Put VAT off for a year’ pleads
Ackerman as storm
FRANS ESTERHUYSE and SORCHA VASEY

Weekend Argus Reporters

THE storm over the govern-
ment’s controversial Value
Added Tax rages on with new
threats 0‘ widespread industri-
al action.

In a dramatic plea, super-
market chief Mr Raymond
Ackerman has called on the
governmnt “1n the interests of
peaceful negotiations“ to put
off VAT for at test a year.
Amid I new wave of 0-

make a decision that is good
for the country."
Mr Ackerman said the im-

plementation of VAT on Sep-
temher 30 would result in a tu
revolt.

“VAT is dividing South Atri-
cans at a time when the coun-
try’s e graces can iu-af-
ford :8: id.
“The leftwing feels very htt-

ter abwt not being consultet
tests. more than 20 antl- AT The hllc itw
organisations have qrged the 131 31?;the ES things we need
8mto enter WW are demonstrations and
tiatinns for a more acceptable matches in mm”
system The Receiver of Revenue

Pick ‘9 P8? 5083 Mr Acker— was considering allowing re-
man said on ma? m8“; "1,3 tailers to sell gods already
the interests 01 aceful 998% marked up at 11
ations the ' tatm- of VAT rate on the
VAT should be delayed for at
3:.3‘}. : Jest."

Mr Ackermm. chairman and
chic! executive of the compa-
ny, emphasised he was speak-
ing in ht: personal capacity.
“Ithnswearing my Ptek'u

Pay hat I would say go ahead

that this would be reduced to
35 pctcmi .13. 5:: £315, {:23 Aik-
erman said.

“Misahsolutelycruyand
tottltIamtotallyapposed

wouflheveryguntumgan
youxmag‘methebewfiderment
ofcustomersandthepotentm

withit.”hesaid. forchaosinthestores?”
If VAT «3 delayed his com— Meanwhile the Democratic
ystoodtolooetheRlOmfl- Partyhascalledonthegmru-

ton it had spent on unplemmt- ment to convene an urgent
ingthesystem. meetingofallpotiticll aqui.
But he saith “Mr De Klerk satiann. business, trade unions.

should overrule everyone and.

 

consumer organisations and

thd (£7th Jg/é/Zf

 
major retief or anisations to
negotiate amen ments to the

AT M9315 ‘ e» = -
The“ Democratic Part hash

listed the government’s " 11min.

*~~ti; uh;

tsw'

untaown,w’ '

 

t

- wu taken in February I the

q « . to charm, w tshoutdhavohu felled tn- hsen the touches to theummymonthllndmou: tsvalschot tchrttyupcontunonshoutthemwmm ahoottherstesnddt mltgtrpuglictse its benefits and about the rate. ex-a so om. ompflomudmhfldtqhsveetdedIt government had decided to re- the
duceGS'rhom18%toIO%,hutto WWMeommtheextend its application to previously If Vhtwetch is to. he sexempted goods, it would have watchdog. it needs to be seen to hm.foundawaytoxetboth nhtmunshnmuhflu tenacrou tothe buying public!!!» {'3 bypuhltshtngthetrnhmes. pub-mustnowbedooebythegovem- hcttywouldhelpeltmmuthotgoment-sponsored Vstwatch commit- nonnce which makes the th-tee, whose members have found an tion possible. And t! it downalarming 01mm and someprtces. thattswhst ATwuplain exploitation as the implemen- supposed to do. Because at thosetation date for VAT nears.
The decision t9 Implement VAT

wasted months, the few who
remember don’t believe it.

rages on
mental mistakes" in introduc- '
ing VAT. These were that

I It failed to consult widely
with the major political organi-
sations not represented in par-
liament. including the trade
unions.

5

I11. overruled hey recom- ..
mendations tram Vatcom, the
committee established to hear
and consider representations;

I It had in th discussions
with an Interna anal Moneta
Fund (IMF) delegation, mu
of whose advice was accepted
without substantiating the rea-
sons for acceptance;
I It failed to allow parlia-

ment to consider final recom-
mendations and motivate
amendments. The consultation ;
process was therefore incomv
ptete and consensus was not
obtained;
I It tailed to react in time to

kgsr tnhhv 1!?an Rflf‘h fl! .{U‘a‘

au‘thorit‘ie‘é arid the medical '
profession.
The y said the number of

basic nods uro-nted should
be increased; targeted relief

rammes should be in place
lg‘knmher 30 when VAT B
at need; adeqiunte money
should he avalhh e to cushion
the impact of the tax; and VAT
should not he ' on medi-
cal services and prescribed
medicines.

‘ “:3
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Memorandum on Value Added Tax

Meeting between State President, F.W. de Klerk and/Co-ordinating Committee on
VAT - 24 September 1991  
 

1. Introduction

We come to this meeting today with three major Concerns.

Firstly, we are extremely concerned that the implementation of VAT in its present

form will have a serious impact on the standard of living of the majority of South

Africans.

Secondly, we believe that South Africa is in a very delicate stage of transition where
the foundations for a negotiated settlement are being laid. The possibilities for

consensus were well demonstrated by the conclusion of the National Peace Accord.

However, the issue of VAT has the potential to split the nation and seriously

jeopardise the fragile process of negotiations and the possibilities of achieving

consensus in a whole range of arenas including the political and socio—economic.

Thirdly, our deliberations with the government have shown that the introduction of
VAT is part of a more far reaching process of economic restructuring. It is not
acceptable to the major players in the economic and political field that such a far
reaching restructuring should be unilaterally implemented.

The Working Group between the Co-ordinating Committee on VAT and the
Department of Finance were not able to substantiate the claims made to justify the
urgent need to implement VAT or the benefits that VAT would bring to the economy.

The structural economic crisis in which we find ourselves can not be solved easily or
quickly and we do not believe that the implementation of VAT will achieve economic
growth unless it is part of a much more substantial negotiated programme.



 

Govt’s last-minute move
costs retqj £5;ng
THE reduction of the VAT rate to
lll‘l hed coet SA‘s commerce and
industry millions of rands.
epoheemen said yesterday.

Whlle they welcomed the change.
they uid its late errival would cost
the Industry a large amount of money
to change the eyeteme that may had
timeouely put in place.

Chechen MD Sergio Martinengo
E mtlmated that the Implementation 0!
WAT had cool the group about Rl.5m,
<lneludlng changlng of systems, statio-
' and equipment and additional

1 orhln. hours.

a While he welcomed government's
Incision to lower the VAT rate, he

: the loot that the announcement
et ouch a lute stage meant

, coet lmpllcationo tor the super-
met lnduetry".

Ie eeld Chechen had begun prep-
wflione lot the Implementation ol
VAT. ”The change that will now
hen to he mode In terms of dual
m lebele. point ol sale. etetlo-
hwy end computer will
Rh. ebout en eetlmated eddltlonal
ed at R1600” which wtll he ah-
“by Chechen.”
H, Pick 'n Pay marhetlng dlrec-

Iwktin Room eald the changeover
lo Vttaould be moduute. Thla wee

6
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because all stores would be operatln'
scanning facilities by the tlme ol
VAT‘: introduction.
He added that VAT had speeded up

the group's decision to move all
etoree over to a scanning operation.
Any change to price would merely
entail a change in the Ihell label, he
said.
An industry opoheeman eeid netell.

ere which had high volume end hllh
turnover rates “would prohehly not
betoolardowntheroadlnterluol
pricing their merchandiee".

Exelaining

Woolworth fluencleldlreoterltay
SchureeldthechangetoVA‘l‘had
coetthecompeuy“alortueinltially.
end Berend hae loot edded to the
coet"
woolwm' preparetlon Included

having e VAT commlttee. which hed
been

eyetem. "lo the nut live weeks we
will have to change «W. he
eald. Woolworth! atoll would be

 

Fuel hike
WA - Theeteep
rhohluuprtceelromto-
daywllldunpthebueand
tadeomn-ter lnduotrial
luteecrleleunleelgoven-

worhi

Leeann mvfij

on thin margin
end on y a handful would
mlve without lncreaeed

shocvwfzmgm
mutere.

the increase.

“We are devastated by

“There I: already grove

overtime to complete the
c nge ln tlme.

Dloo Chideeu-le Ell eald hle com-
puny wou worhleg duht film
and Sunder: to charge lebele on the
store's 4500. line ltemu lie expected
new tlchetln. to cool in excel ol
moooeo excludh‘ ovettlme. “We
were over 00% done heiere Weber
dey'o announcement." he eaid.

Foeehlnl group's VAT ject heed
Norman Dey eeid it wardrllflcult to
utlmate the alert up couta ol the
Introduction of VAT, or what it would
coet to change to l"; Howevet. he
eeldthenwouldheamer'laelheue-
lit to the compeny hemue 081' on
celtaie ex would be repleced
by input A‘l’.

q‘ggilions’

y hereeee
coetelleeuimu thetthelutmhe
molVA‘l'hedcoethlempeeyup

In.

A 8A Boewerlee beer dlvtelou
epohewmneetlmatedtheeheeceover
would coet lt nuder RICO” whlch
weothecoetol newlonne
aodprlclngtableedle thetthe
ht; colts would be the eeoocieted
coetainpeople'e timeendchanpto
ltl eyeteme.

Market weite

“[0; all

a ...,‘:..“l
theluwertqotVA‘l’tolfi
from any ol lte umel lt-
neeete; eouroee. Include.
the Public luveetlneat
Commleeloner (PIC).
Ftnence
ty directot—genenl
Celit: eald yeetetdey.

It the PIC i need. M
would he done on e co.
merclal hub et normel b-
tereet role; The hel-oed
mum would elthee one
lrom the PIC or the upltul
market. eeld Calla

’l'henedeetioelutheVA‘l’
rule to 10$ wouhl reduce
budgeted revenue by
lluhn. but am would
be rebel w
exciee dutlee ad
lrom the petrol pt'lce
lncreeee.

“no money would dea-v
fltelynotberehedthro’
henhmheeeld

Capltelmurhet relate-

to reiee ebout RM.

VAT REACTIOE
M“DAV. FM. 50'" 13 i”! 1

 

. Home industr
WhM’eVATeee-

ceeelo-lortheeoaettuetioeaedealeolheum.
huteeytheyeflerllulted rellel.
The moves ellowee the coueuuler eune

“hteetfluupece”.hutwerelhnttedbelleetto
lerchtMtheyeeldyeeletdey.

AMMWWM
hepaetedeeexttelxnouthhwhlehtobuy
thelr theeflectoolthetull rote
wouldheleltalter thet _

Owtetu, coutrectouhedeuteredlutohxeo
malwthe

BUILDING leduetrym have welcomed
Fiaeeeefliahtet

mam
lhehttoductlouoltheVA'l' ml. with

W3.

. fi‘ ' eeldou 'ebeedey that the eddi-
I“ elVA‘l'duetoeuheouu-ectlugworh
wouldtheuhevehedtohebornehythecontrec-
mwltheevaelydetrhentelefleeninmeuy
o...
‘l‘heeupplyeleo-truetloneervlceelornew

2%/%
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hulldinp would be teeed et a rule at 0% he-

lulundltevenueVA‘l‘dlreetorNormauPet.
tereou said yeeterdey the coueefle- were
elmedethelpiogteredueethedouhletauttou
eituetlon meny epeculetlve butldel'e would
heve lomdthemeelveehoufleptemhetfl.

"Theee builders would have had stock on
handthettheywmeuebletoeell.1‘heywould
thenhavehedtochergeVA‘l'ouelletoohou
halltlocl thecomponentouwhlchGS‘l'
hadalreedyheenpeldendwhlchtheyeouldnot
clew heck." Patterson sell.
DuPlee-iealeoeeidtheeeleotnewhema

eunpletedwithinayearhelorethelmplelnew

y" gfei’fs" lii’riited relief
tattoo of VAT. and trading stock in the hende ol
the vendor. would become VAT exempt it e
sale agreement we: concluded helm lurch 3|
ion.
The sale 0! lend for home but purpoeee

wouldeleohetuedatfla itune‘reementlor
such e sale wee before “arch IM.
Alter that, sales would he subject to the stan—
dard VAT rote.

lloueee in the proceee at being built on
temherflwouldheouhjecttoaflo texilaea

wae concluded helore December 31
lOIl, he eeld. Hut it the home wee
hetweenJenoery l linendllerehsl lMand
thenlewuconcludedonorhelorehlerch 8t,“
would be taxed at 0%. ‘
However. traneler duty would etlll he pey- -

ehle on thoee transaction, the Illnluter said.
“Contrecton have. in enticipation ol VAT,

increased eontrect prices. In view of the con-
ceeoions announced. it is incumbent that they
pan on the benefits to their clients?
 

 

   
M to raiee auhel-
u- 32mm. u! "r
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“Client Alrlcen Bue
“P'Hhre Aouocietlon

ll

“Mytherewuno
n1thny could

audllalurthqm'um
hlmmmwuldbe
mammottmmd
um protut lotto" (£3;

Inheidiee.

finance Minister Burend
du Pleuis had returned
veguely to appropriate suh-
eidy adjustments, However,
he should urgently spell out
in detail what he meant.

Meanwhile, SA Blaok
Taxi Association (Sabta)
adviser James Chapman
said the taxi industry used
about 8-billion litres ol pet-
rol a year.

The DU! increase would
add lens of millions ol

discontent heceuse ol the
level of hue and taxi lore:
and thlo new luel price hike
will auravate an already
worrying eltuetion." Chap
man added
DP transport spohaman

Weasel Nel said yesterday
the added burden to the mo
torist, without any compen-
sation. was “totally unac-
oeptable".
CP commerce and lndus~

try spokesman llaan Nolte
said yesterday Du Plessis's
statement was‘ a r'nnilula  

.
q



 

 
 

THE ARGUMENT

Claire Gebhardt

AT the end of the week. has
Barend made things better or
worse?
The Minister of Finance was

at pains at his pre—emptive
press conference this week to
stress that the lowering of the
VAT rate to 10 percent was in-
tended to give relief to the
poorer part of the pOpulation.

Not so, replied the critics.
Announcing that the price of

less essential goods subject to
excise, such as liquor. tobacco
and TV sets, would go up, the
Minister commented wryly:
“Surely people who can’t afford
to eat cannot be spending
money on these items?"
But then he added the coup

de grace, quickly disposing of
any goodwill he might have at-
tained from the VAT concession:
“The price of petrol will rise by
13c a litre on Friday."

Indecent haste, said most.
Taxing the poor instead of the

rich, said others.
_ His‘airgument that low-in-
come commuters were already

Is the VAT reshuffle good news or bad?

 
ARCH-JUGGlER Minister
0? Finance Batend du Plessis.

cushioned to an extent as com-
muter services would be ex-
empt from VAT. was discarded
out of hand.
The battle raged on this week

with the ANC. Cosatu and other
critics of VAT rejecting the
Government's concession as “in-
adequate and not negotiated".
and vowing to continue the
fight.
Consumer organisations de-

 
cried the fact that when petrol
went up basic foodstuffs fol-
lowed. as did the cost of public
transport. ‘

Hardest hit were people who
had to travel a long way to
work. they said.

Pick ‘n Pay chief Raymond
Ackerman confirmed that there
was no question 'ot just taking
2 percent off the VAT price as
marked up in his store, though
he would try to do 30.

“Manufacturers are already
saying prices will have to be
renegotiated to take account of
the petrol-price rise.”
The Sunday Star spoke to nu-

merous people and applied its
own judgment to answering the
question on everyone’s lips after
the Minister’s dramatic back-
down on VAT.

“Are we better or worse off?”
All agreed that Mr du Plessis

had tried to play the role of the
arch-juggler, conceding on the
one hand while imposing penal-
ties for his concessions on the
other.

Here is our scorecard.
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OM! bunt
public heel can could
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month competed with the aver-
age hawker who earns only
49 to nae."

food."
At the end of the day. Sunday

Star beheves that no matter
how well-intenttoned the Mime-
ter's actions were. the ad hoc
change! which Government has
been form to take should have

 maemmnamuse. teed prices te-

Cllena- el he
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llama; revenue to build
chute. house and care

tor the poor will always be a
contentious the - bye i1t. trom
personal income tax. ’A or an
them feel levy.

er the money raised will not
merety be spentcmGov-
ernment: bureaucratic struc-
tures which flourish apace.

it is also true that VAT at
10 percent ts very low — in
most countries around the world
the equivalent rate is 15 percent.

”'4 am a" at them tern rate

 
Many believe a dilferential

rate would have done the trick
- high on luxury goods and
mntedon food.

This would have taken into
M the very narrow band
0! III“ eamers as oppoeed to
the mitten oi poor

Things like VAT on medical
eerwcea - acceptable from a
taxpointolviewbutnottroma
moral and economic stance —-
could have been excluded at
littie loss 0! revenue to the
flaws.

Perhaps more should have
been done to tax humus and
the credits on capctal and inter-
mediate goods phased in over
three years as was onxinally in-

tended
But the experts say bustness

has made cornmttments on the
ot the announced mea-

sures and can back-track now t
0an at enormous costs
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The State President

Union Buildings

Dear President de Klerk

As you are no doubt aware an impasse presently exists between the Department of
Finance and the Co—ordinating Committee of VAT relating to the implementation of
VAT.

There have been many attempts to meet with the Minister of Finance and his advisors to
resolve the adverse effects VAT will have on the majority of people. Below is a brief
summary of the deliberations.

1. Many organisations who are part of the Co-ordinating Committee on VAT initially
made representations to VATCOM. They feel that their representations were not
seriously considered. Most suggested a rate of less than 10% and that basic foods should
not be taxed.

2. When the rate was announced and the VAT Act passed, many more organisations
made representations and some even held meetings with the Minister of Finance. The
overwhelming impression of those who attended these meetings is that they were given an
unsympathetic hearing and their concerns were disregarded. This was the experience of
COSATU, NACTU, Housewives League and Society for Dispensing Family Practioners.

3. Concerned about the impact of VAT on workers and members of lower income
groups, COSATU convened a VAT Summit on 22nd August 199lof concerned
organisations. Eighteen national trade union, political, consumer, welfare and health

organisations agreed at this summit that the introduction of VAT should be postponed
until the shortcomings of VAT can be adequately addressed.

The main shortcomings identified in the meeting were VAT on basic foods, medicines
and private medical services, electricity and water; the implementation of poverty relief,
problems faced by small business and the lack of adequate mechanisms to prevent price

abuse. It was felt that an urgent process of negotiations with the Government should be

entered into, to solve these problems.



The organisations represented at the Summit decided to establish a Co-ordinating
Committee on VAT, to initiate negotiations with the Minister of Finance. it was hoped
that such an initiative would have greater success than the separate approaches to the

Minister which had occurred so far.

The organisations who endorsed this position at the Summit included the African National

Congress, NACTU, COSATU, National Interim Civic Co—ordinating Committee, Public

Servants Association, Operation Hunger and the Sunnyside Group. Subsequently, a
total of 93 organisations including the PAC, Nafcoc, Fabcos, National Council for the
Aged and the NECC have supported the initiative. Addendum A is a list of all
organisations presently supporting the demands of Co—ordinating Committee on VAT.

in addition, some members of the corporate sector have come out in support of the call

for VAT to be postponed. These include the Premier Group and Pick 'n Pay.

4. On 3 September, a first meeting was held between the Co—ordinating Committee on
VAT and the Minister of Finance. At this meeting it was agreed that a Working Group
composed of experts appointed by the Government and by the Co-ordinating Committee
on VAT should be set up to investigate the concerns raised by the Co—ordinating
Committee. The exact terms of reference are spelt out in Addendum B.

5. The Co—ordinating Committee was disappointed by the deliberations of the Working
Group. We were dismayed at the lack of facts and figures from the Department of
Finance. The government and corporate sector representatives on the Working Group
were unable to substantiate many of their arguments that have been made publicly
against postponement of the implementation date of VAT. Addendum C contains a
report by Prof Denis Davis who represented the Co—ordinating Committee on VAT in

the Working Group.

6. A second meeting between the Minister of Finance and the Co-ordinating Committee

on VAT to consider the report of the Working Group was held on 17th September. At

this meeting the Co—ordinating Committee went out of its way to try and reach an

agreement with the Minister of Finance.

We made a number of compromise proposals, which however were also rejected. We

were also unable to accept the Minister's compromise proposals. We believe that

piecemeal changes are not going to be adequate to address the impact the introduction of

VAT will have on the majority of the population.

It is our firm belief that a serious process of negotiations needs to be entered into with the

Department of Finance to resolve the many serious problems that the implementation of

VAT will introduce. The Co—ordinating Committee on VAT is absolutely committed to

such a process.

Our demand for the postponement of VAT should not be construed as a destructive one.

We want a postponement for only as long as it takes to satisfactorily resolve the

shortcomings of VAT.



UOSflIU Slams tax on 1000
THE implementation
of Value Added Tax
was tantamount to a

criminal act. says

(fongren of SA Trade
Unions general -
secretary .lay Naidoo.

Speaking on SATV'Q
Agenda programme. at the

weekend. he said (‘osattt
was not opposed to the tax

in priuriplr but was con-
cemed with the inflation

at'y effect of it being im-

plementetl‘ particularly
with regard to health ser-
vices and basic foodstuffs.

He said there had been
a range of organisations
which voiced opposition
to the system of im-
plmnting the tax.

The R220 million relief

ald offered by the Govern—
ment was ”hopelessly in-
adequate".

lnfletton
He said there were. ac-

ct‘ndlng to market re~

um. some l6 million

tmdemourished people in
the country and that the
tmplemantntlon of VAT
would further fuel infla~
lion

Naidoo said there

should have been trp-

and health
resettativc consultatimt on Regarding the inflation»

the implemantntinn ol .1 My :tfipccm of VAT. be

new tax <ystmn, said then- nn’ght he an in-

titial
many order hooks were

empty and taetories were

plemented.

With

“hump" but that

waiting for VAT to be im-

lnbs were on the litte as

a result ot this, he said.

rclcrence

Cosatu not having been
consulted, Du Plessis said
(’ttsatu was a latecomer,
He said he had had com.

munication with tradi-

tional trade unions since

March in addition to rep-
resentations being made

to to him since 1088 when

VAT was first suggested

and that he had listened
with a sympathetic ear. -
.Sapa
 0n the question of r_" _

strike and industrial action
he urged the (invcrnmt'nt ‘
to take note of calls to ,» ,3
postpone the tax. NaidoQg; !

said it was a national" ’

crisis and that. it Goverm
ment did not litten‘hthcre
would be a public Outcry.

t J

Structure
Responding to Naidoo,

Finance Minister Barend
du Plessis said people

should not fall into the
trap of taking a
“snapshot" of VAT but
rather look at the overall

picture over a period of :

time. t‘ gr

1r
“.
.-

- ~
.

He added that he would '
be making an announce-
ment on August 23 on the
fine] structure of the im-
plementation of the con~
tmvenlal tax but streetcd
the implementation VAT
would not be postponed.

saying it had to be imple-
mented.
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Vote intquitous
SOUTH AFRICANS. tor the pan II
yamhvemhhu—eltherfm
‘5‘ '9“ 0" ”l“ - and have got the

deaerve.1'heellywaywe wtllgetareayo-ablegovemt (ht
wtllreapectthewfleaaldrfihuolthe

"' be When we vote a a

government they

 

KEN OWEN suggests (Sun-

att'w m}... ”i "mus cam a Instwn' t. WWW.“
grum the social

m0“)! ma reutt
tram the NatlonalyPeeee
lntttathe (an lnltlattve
which Ooaatu has
beatceatralta ,

__.______________ He further tmpm.

VAT out
 

 

Eltond hints zit making ‘pre-emptiv ’ tatement OHVAT today
FINANCE Mlnteter Barend du Plessls ln-
tlleated yesterday he mlght reschedule his
VAT announcement from Friday to today.
whleh means he wlll address the politically
ex loatve lame otte day ahead of an antl-
V T summit organtaed by‘the ANC and
trade batons.

it he does. It wlll toumv tmhtedtatety on
this morning's Cabinet meetln‘ at which
he wtll disclose hla VAT provable to his
colleaguea
A atetement tuned by the Finance De-

nartment yeaterday aatd there was a pool-
llt that a public announcement would be

t uled to today.
L__

A Finance spokesman sold Du Pleesls
was unable to postpone another important
meeting scheduled for Frlday. There was
nothing sinister about the move.

But the ANC and Cosatu -— whose
Rwertul last-minute lobbylng has forced

Plessls to make the publle statement -—
have made it clear they wlll view It as an
attempt to pre-empt their latest round of
demands for negotiated relief measures.
ANC spokesman Saltl Macozoma said t!

On Plessis announced his plans wlthout
consulting the various pressure groups. the
ANC would have to defy VAT.
Cosatu and other lobby groups have
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I Leanum" '
made similar threats of mm actlon and
defiance in recent weeks in the run—up to
the introduction of VAT on September 80.
A Cosatu spokesman aald Du Pleads had

attempted to reschedule a VAT meetlng
with the unton tor yesterday or today but
the union had been unable to accommodate
the Minister.

Economists say Du Pleat: ls caught be—
tween the tax purlsts, who argue that
VAT's vlabillty depends on the mlnlmum
ot exempttons and special treatment, and
the pressure groups. who are threatenln;

age
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to moblllee mtlllona ot poor people unlm
significant rellet meaaurea are granted.
There has been broad consensus among

organised business. welfare and ltlon
political clrclee that proposed re let mea-
sures wlll not provlde sufficient relief to'
the estlmated l7-mtlllon Inadequately ted
South Mrleans.
Sacob has called on government to make

fll.2bn available for aslstance. white the
DP has prOpoeed m.tbn. Other relief pro-
goeals have included a reductlon tn the
AT rate. eero-ratln. or reduced ratea for

eeeentlal ltema eech aa beale loodattttta,
medical eervleee and supplies. housing and
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trade union nbecrl om.
Du Pleaets ls ttn lkely to make major

conceulons In any 0! theee area. Inland
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govermrzent'a

tt0thing sinister
1n Cosatu stanct‘

yarlou motive: to
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Cosatu and the ANC a
memptlng to "fntstra
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OWe are the
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nothecauae
are “ungrateful". butRevenue Department apokeamen have

warnedthatelchpercentltepdntredec- rszmmh
tlon lntVAT would repreaeht aboutm In I
lost revenue.
They have also calculated that the aero-

ratlng 0! all foodstuffs. medlcal servicea
and suppllee, houstng and ttnton fees would
push up the rate for other itea- alum-
cantly to about 18%. Id be

Postponing the tea woe
eeottomlc downturn became Rpm.“-
tmmmmfi  
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0 Fundatnental prob-
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Lame,
Cosatu

m“- a: to see

De Klerk

tort\hAJ5
(IHA'Ilellaeekanu-

Cosato‘a VAT co—
ordinating committee.
oleeteddldWethahy's
VATwit. held its first
meet“ on Wethesday to
consider steps to be taken
to postpone the implemen-
tation of VAT until short-
comings tn the new tax

system had been resolved.

Problems
The committee said it

had written to Du Plessts

detailingthepmhlemswith

VAT but to date. he had

not responded.
The committee would

also request a meeting with
Health Ministet Rin- Ven-
tet and had planned a sec-
and VAT conference on
September 23 to review
progress in negotiations
with the Govemtnent and
to decide on father steps.

enVAT-uditwgedthe
Metowrhopentetten,
on VAT to the (lovem-

M.

Taxexpertawnnldcour

mind byarm in
them agaiut VAT,
whlle Cosatu would

W public meeting

in mafia!m- - Sara
   
 ~:-:-_



  

Alant Speaks m.

c;

@bw poor. v
DURBAN. —— It is

very difficult to bring
relief to the poor
through the tax system
the Deputy Minister of
Finance and National
Education, Dr Theo
Alant. said yesterday.

Speaking in Durban.
Dr Alant said a tax such
as GST or VAT could
have a serious effect on
the poor and with this in
mind a number of meas-
ures had been taken to re-
lieve the effects of the in—
troduction of VAT at the
end of September.

Included in these meas-
ures were the zero—rating
of maize and brown
bread, two basic food-
stuffs used almostly ex-
clusively by the poor, the
exemption of transport,
rented houses and all edu-

cational services.
He said other measures

included targeted assist-
ance while Finance Minis-
ter Mr Barend du Plessis
had last week announced
that all medical services
and medicine! supplied
by the State. provincial
and local authorities
would also be exempt

from VAT.

 

Dr Alant pointed out
these services were
already heavilysow
by the State and met the
needs of about 80 percent
of the population.
With regard to food-

stuffs, Dr Alan! said it
had been decided to
exempt only two basic
items, after it was found
that under the old 081"
system most of the
exemption benefits were
enjoyed by people who
could afford to pay tax.
He said the exemptions

under the 081‘ system
cost about R3 billion.
With regard to assisting

the poor Dr Alant said
much greater use would
be made of direct assist.
ance to the needy in the
form of food being made
available through welfare

organisations.
“An amount of R220

million will be spent be-
tween now and the end ot
March next year." he

pointed out.
Citing examples of the

inadequacies of the otd
GST system. DI Alant
said that more than so

P‘"
cent of the benefit of

digficulty of helping

ia tax
stuffs was enjoyed by
those who could afford to

pay tax.
“Put differently. this

means that R5 was spent
to get Rl worth of aid to
the poor.“
The same. he said,

could be said
exempting housing he-
cauae the wealthy spent
money on luxury homes
and seaside holiday
homes while many of the
poor could not even at.
lord the most basic shel-

ter.
Dr Alant said that

while a lot of noise was
being made about the in-
troduction of VAT by
various and
groups to it, it
was unfortunate they did
not make use of the op-
portunities afforded to
them to to consult with
government or the De-
partment of Finance on
the issue.
“There has never been

so much consultation in
South Africa about a tax
system as thete has been
with VAT. It started with
the appointment of the
Margo Commission 'm
1984 which culminated in
the Commission’s Report

in 1987 and the govern-
ment’s announcement in
February 1988 that VAT
was to be introduced." he

said.

“The widest publicity
was given to Vatoont's
task and everybody in
South Attica was invited
to participate in the pro-
ceedings. A great number
of people and ‘organisa-
tions accepted this offer
and more than l22
amendments were made
to the Bill as a result of
Vastoom's reconunmda—
tions.” he stressed.
-— Sapa.

 

 
 

exempting certain food-

V'Cosatu imass
.;,..;;,.-aC‘ti»»on against

K VAT in W Tvl   
on a programme of mass action from Monday to

September 30 in an ellort tocompel the Govemment

to postpone the implementation date of VAT.

A regional congress attended by 400 delegates

discussed a range of issues including VAT. the

National Peace Accord as well as trade union unity.

The congress called on finance minister Mr du

Plessis to postpone VAT so that etfective negotiav

tions with Costitu could he made.

Workers will deimmstrate in factories, mines and

shops. Pickets at the ol lice ol' the receiver ot revenue

or manpower department will be held in all (‘osatu

locals in the western Transvaal.

On September 2l there will be protest matches in

Vereeniging, Sasolburg, Kletksdorp, l’atys,

(‘arletonville and l,ichtenhurg.

A meeting of regional shop stewards council on

Septcmhet 22 will assess the protest and decide on
'inlhi‘t lii'lll"

By WSI NGU I LE

COSATU‘: Western Transvaal region will embark

 v w”...—

Cosatu
IT is unfortunate that Dr
Theo Alant. the Deputy
Minister of Finance. has
chosen to try and discred-
it those who are cam-
paigning tor the suspen-
sion of VAT, by attacking
the organisations con-
cerned, instead of ad-
dressing himself to the
substantive problems we

are raising.
Dr Alant was quoted as

saying that "no represen-
tations were received
from the parties and orga-
nisations now accusing

. the government of not

 

Consulting" (The ("itizen

24/8/9l).
Dr Alant is also quoted

as having said that after
('matu‘s meeting: with the
Minister on July lb. I991.
"despite repeated invita‘
tions from the Minister of
Finance." Jay Naidoo was
“unable to fit in a tollow-
up meeting“ (The Citizen
24/EWI ).

At the summit on VAT
on Thursday, August 22.
it was reported by a num-
ber of the organisations
present that they had
made representations to
the government on the
VAT issue. which they
felt had been disiegarded,
For example, a number of
organisations had sug- gested a low VA‘I‘ rate
and proposed that basic
funds should not be

taxed.

‘\ lat as ('ustttu t\ um—

 

 

bommlsswn receiveu

1 100 submissions on

fli'wVVAT — Baren
THE Value Added

Tax Commission had.

since August last year.

weekly television series to

inlorm the public about
VAT, Mr Du Plessis said

VAT at the end of Sep'
tember.
He pointed out that he

tax to replace General
Sales Tax.

(Hist! be delayed.
Reterring to the history

ot VAT, he said a year
after the Margo Commis-
sion started its investiga—
tions into a new tax sys-
tem tor the country in
I984. it had indicated that
VAT would be a suitable

Speaking on the first

  

denies ,Alant’s
2 (1“

claim
cerned. it is totally untrue

to say that no te—

presentations were sub-
mitted on the VAT issue.
something Dr Alant

~should certainly be aware

of.
In our meeting with the

Minister on July l6. ("osa-

tu submitted a memoran-

dum on VAT on basic

foods: medicines and

medical services. We sub-
mitted further re—
presentations on July l9
on the issue of trade

union subscriptions and

affiliation tees.
Dr Alaot's apparent ig-

norance of these submis-

sions perhaps indicates

the lack of seriousness

which the government has
displayed in relation to
people's objections to

VAT,
Fmthermore l)r Alant

is disingenuous. to say the

least. to suggest that the
failure to have a follow~

up meeting to (Tosatu‘s

July It: meeting with the

Ministei is in any way the
result of reluctance on
('osatu's part to have such

a meeting Alter the July

It) meeting it was agreed

that the Minister would

respond to us on our rep—

resentations before the
(‘usatti Congress (July

Ml and that a tolluw up

meeting would be held.

The Minister tailed to

honour this undertaking.

Numerous calls

and taxes to his office re-
ceived no response. Fur-

ther taxes were sent to the
Minister on July 29 and
on August 2 requesting a
response. We finally re-

ceived an acknowledg-

ment [mm the Minister

on August l6. exactly one

month after his undertak-
ing to respond in 48
hunts, apologising for his
“oversight“ in failing to
respond,

Even more disturbing is

the fact that although the

Minister was aware that a
summit of organisations

on VA'l‘ was scheduled

for August 22. and that he

had agreed in principle to

hold a meeting with us to
hear our concerns. he uni—

laterally went ahead and
announced the changes to
VAT.

It is widely believed

that this announcement

was deliberately aimed at

pre-empting the results of
the summit. and avoiding

consultations with the
main parties who were

raising serious reserva—
tions about the way in
which the govetnment
was implementing VAT.

NEIL t‘tllJ-ZMAN

Cosatu In[omtation om.

eer
Johannesburg

I I

the implementation of

Advice to
Barentl

I CANNOT undetstand

how a man at Barend‘s

capability can mess up a

matter lilte VAT. I regard

myself as just a notmal

and average person. I

would have acted in the

tollowing manner and

challenge Barend just to

do this. if he has the guts

to.

Simply change Sales

Tax to VAT and uime in

at l2 percent. Taxable

and non-taxahle remains
the same for VAT.

Re-assess the position

nine months later and he
will then have plenty of
options or alterations to

choose from:
|. He can then increase

or decrease on l2 per-

cent. or;
2. He can impose VAT

on non-VATable items
like electricity. tele‘
phone. etc, etc.
My bet is that everyone

will say leave the m
VA'l‘able items ——- rather

increase l2% to X. Easy
and straightorwatd with~
out upsetting anyone and
causing hassles.

SSDD
.VndUaM V

tion of the tax could’no

received 1 Ill) written Parliament itself had had been given special

submissions and evi- madeaturther 78ehanges powers by Parliament to
dence from ‘20 organi- to |t|he draft hill :71er fi- continue consultations

sations which lead to na yapprowng' ‘. after the final legislation
”2 changes to the Mr Du Plessis said he had been approved.
draft Bill was satisfied there had Despite the ongoing

0“ VAT, says been suffiuent consult d' ' '
Finance Minister Bare- r ' ' '- ‘mws "9mm: mend du Plessis ms with 'tnterested implications of VAT. he

. groups and tndmdualson stressed the implementa-

 

Mr Du Plessis said tol-
_ lowing further investiga-

tions. government had ac-
cepted the recommenda-
tions in l987 and publish—

‘ ed a white paper on t
proposals. .

A final deciston'' on in»
pleuienting the tax was
taken in l988.

He added that after the
draft legislation was pub~
hshed' in June last year.
the Department of Inland
Revenue had held semi»
mm and discussions with
various groups across the

II country. -— Sapa.
-~—-—_-.‘

\JUbaLu DU

stage VAT

protestm"
(.‘OSATU is to stage a protest march in Johannesburg

on September l8 to express displeasure at govern‘

ment‘s intention to implement VAT. the trade union

tederation's Witwatetsrand president. Mr Andrew

Zulu. announced yesterday at Etwatwa near Daveyton.

Mr Zulu told “Ill ANC supporters at a rally: “We

are not prepared to pay Value—added Tax on basic

foodstuff. electricity and phone bills. The South Afri-

can Government has shifted the attacks on ANC mem-

bers in the townships, but now they are attacking work-

ers in their work places.”

Iamhers

ANC NEC members Mr Chris Hani and Mr Ronnie
Kastils. both also senior SA Communist Party mem—

bers. also addressed the rally.
Mr Hani said the South African Black Taxi Associa-

tion‘s “exploitation on our people” would come to an
end node: an ANC gaverment.
Transact would be “taken by our people as well. as

theit means of transpofl,” said Mr Hani.
On the rent issue. Mr Hani said: “Our people must

gay the tent according to what they earn, and the hous—
ing mud not be used as a means of exploiting
our people. Today you are staying in this place which
has no schools. clinics, hospitals and electricity because
0! capitalism.” he said.

Form

.M' Kasrils called on Etwatwa residents to form disci—
ptmed defence committees to ward off attacks by “rooi-
dookes“.
He utged the crowd not to vote “for people like Gatsha Buthelezi" when national elections were called.

 

osgtu: VAT
mcx\a\m

response or

we see FW
THE Congress at SA
78* Unions (Cosatu)
fl seek an urgent
m. tomorrow
with Ptesitknt De
Kieth it finance Minis—
tet Bateud du Plessis

does not respond to se—
rious grievances about
VAT. according to a
(‘ooatu statement

(Tuesatu‘s VA l' en ordi»
netting committee, elected
at last Wednesday’s VAT
summit. held its first
meeting yesterday to um
sister steps to be taken to
postpone the implemen-
tation of VAT until shon-

en“ had been newl-
veditkne-taasystea.
“It M' said it

had writ- to MI I)-
Ptesu‘M"the prob
lens with VAT. but, to
date,hehadaotrapuod

ed

the co.m'tee would
also request: a meeting
with Health Minus“:~' t
Rina Ventel and had
planned a second VAT
uititeience on September
2.1 to tevie'w plugress in
negotiations with the gum
emmentandtodeode' on
further steps.
Meanwhile the co.»

unittee would (halting:

MI Ihflesststoalivew
debate on VAT. and it
utged the puhhe' to write
tellers on VAT to the

government
Tax experts woukl

“ml": _ wanh
alleady submitted by ot-
pnasat'ions in the protest
again VAT. while Cosav
to would organise pubtic
meet“ in majoc

centres.

11!: stateslent listed l8
mpmtions summing

ami-VAT anion, includ-
ing the ANC. the Johan
neshurg Child Welfare
Society and Operation
Huger ~- Sap;
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, N the wake of the lnkathagate scandal. the
guvenmwnt faces :1 new t‘TlQlS nflegittmztcy

- 11v1v V :1l111 Atltleil lax which enulil l1111't' it
111th 1111”

‘ lhe waming that VAT could he the gov—
cmment'x Waterloo, 218‘ the pull tax severely
damaged the Conservative Party in Britain,

11:18 cntindt‘il by Fongress (1fSt1utl1 Alrican
Tunic l lninns general secretary Jay Naidoo.

:1 1211110 amid mounting popular resistance to
the 110w 1:111, including protest marches this
week by thousands of workers in Johannes-
1111111 and Bloemfontein and pickets in chenig-
i113, K lerksdurp, Rosslyn and Brits.
'l‘tatle unims rqxesentjng close to two million

1111111111: and a national federation of civic bod—
ies am gliding their loins for battle on the issue.
A final decision about the next wave of macs

111111111 will be taken at the second VAT summit
on Monday. But Cosatu, which leads an anti-
VAT coalition of 93 civic. union and welfare
h(xlies. has warned that a general sm'ke and rent
11111! tax boycotts could flow from it.
lnclmlod in this would be a boycott of PAYE,

mil labour has strongly hinted than it will put the.
squecre on employers to halt PAYE deduc-
tions. Demands for a five percent increase to
offset the anticipated inflatimary echct of VAT
me already feeding into pay negotiations
In addition the deadlock between antiVAT

and the state is likely to bcdevil ne-
gotiationsaimed at ending electricity boycotts
Ill restructuring local nvcmmcnt.
The VAT Cl’lSlS esca ated sharply this week

when. at talks in Pretoria, Finance Minister Ba-
tend du Plessis rejected compromise demands
by the Cmatu-led Condinating Committee on
VAT for a six-mnnth delayin the levying (1f the
new tax on basic foods medicines miieal ser-
v'mes, eleetn'city and water. This would he to al-
low for further ne otiatiom,
The current VA system. which takes effect

at September 30, exempts only brown bread.
maize meal, bus and rail transport, rented ac—
oommodatim and certain municipal services. A
wide range of formerly GSTexcmpt foods and
zwioes will be taxable, raising {cars of a rise in
the cost of living of up to five percent for the

 

wry W.
At the talks, Du Plesis offeted subsidies to the

tune (1T RSllmillion on foods consumed by the
very poor. SADF asxistance in running a pover-
ty relief programme and additional powers for
VI watch to monitor company costs.
Rejecting his counter—rmmsals. the commit-

tee said it would wek direct talks with Ptesident
'FW dc Klefli and the South African Chamber of
Business and Afrikaner Handclsinstituut.
which it accused of giving “unconditional sup-
pi1fl"t11 the g(wemment
[Amt lriday Cosatu the National Council of

Trade Unions and the Confederation of Metal
and Building Uniom. a key representative of
white skilled labout. agreed to call for the post-
pnncment of VAT and negotiations on three key
short—term demands.
These were the wro-rating of basic foods,
mlical services and prescribed medicines. wa-
tm and electricity 31d trade union sbuscn'ptiom,
eflectivc measures to control price abuse and a
Wm“! poverty relief programme.

)1 also urged talks on the entire tax system
in the linger term.
Cosmu's campaigns oo—ordinator, Lisa Seftel,

believes the threat of a national strike is not an
mone . hut athnits that the success of such

will depend on massive mobilisatim.

311:. said the campaign was likely to cover a

’29,?(“l

Barend heads
for VATerloo
 

Thegovérnment’s determination to

introduce Value-Added Tax in 10

days' time could lead to protests on the

scale of those which greeted Margaret
Thatcher's hated poll tax in Britain,

reports FERIAL HAFFAJEE
 

range of issues, including calls for intcn'm gov-
ernment and broader opposition to taxes under
the banner of “no taxation without representa-
tion".
Seftel also pointed out that after Cosatu's July

national congress and the call for no taxation
withour representation, workers had made de-
maka that employers stop dedtmting PAYE.
Tax specialist Chris Frame commented that

employers were legally obliged to deduct
PAYE. Demands l'ov an end to the practice could

trigger inductrial conflict
The federation will hammer out a programme

of action amund VAT‘at a special central execu-
tive committee meeting next weekend.
Meanwhile, the the chip Premier Group

broke ranks with the mass of employers by
throwing its weight behind the campaign for
V T‘s postmmmenL
Premier chairman Rte: Wrighton made an

“urgent appeal to t to recomider the
inmositionofVATwlmthecountryismtm
mmmmmmmmmm-
ratioe South Africa.
"This18 a moment when further Minion is

absolutely necessary, especially forme intro-
duction of a new tax system which requires gen-
eral su rt.” has also
nude cal for fimhernegmamns

[11 Durban, a coalition oforganis‘mvuh {W
hold a picket this weekend while 1
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Dunhill brings a new di "‘J
to the gentle artofs

also planned for Potgietersms in the Northern
Transvaal.
The Cape Town-hased Western Cape Action

Group against VAT has gathered a large group
of (tgzmisatims under its banner md will in the
next two weeks conduct at mmsive campaign
against the tax. says publicity officer Rosie
Campbell. .
The African National Congress. Cosatu, Pm

Afn'eanist Congress. Azmim People‘sOrgmi-
sation. Workers' Orgmisation for Socialist Ac-
tion and a variety ofoommmity md service or-
ganisations sit on the Co-a’dinating Committee
on VAT.
The Nauonal' Interim Civics Committee also

said it would join the ami—VAT canpaign. Its
members were planning marches and would
call formwmboyeomaanmneifmsig-
nifiemt gains are made on the VAT commit-
tee's.
At a pass conference atWM.me Na-

tional Medical and Dean! Anoc'ntion said115
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Entire tax system will collapse, warns Naidoo

VAT threat b
‘ “K‘ Ct ( a L

By Paula Fray
Consumer Reporter
 

South Africa’s largest
trade union group says
the introduction of value
added tax will lead to the
collapse of the entire tax
system.

The warning came from
{?osatu secretary-general
Jay Naldoo after tens of
thousands of peOple had
marched through Johannes-
burg and Bloemfontein to
protest against the imple-
mentation of VAT.

Speaking on Radio 702‘s
”Vatilne". Mr Naidoo said:
”*1, will be a national disas-
ter if it goes ahead.” General
resistance would spread to
PIKYE tax.

Earlier, Cosatu assistant
eneral secretary Sam Shi-
oa warned that if VAT was
implemented without effec~
tive negotiation. the organi-
sation would engage in Spon-
taneous industrial actions
which would culminate in a
general strike.

Vatwatch chairman Pro-
tenor Louise Tager said the
impasse between the Gov-
ernment and the Co-ordinat-
ing Committee on VAT was
com Heating the watch-

ys task.
The committee said yes-
terday that mass action. in~
eluding tax resistance and a
general strike, would be dis-
cussed at the second VAT
aummit on Monday. It would
seek to meet President de
Kierk to point out that there
was potential for either con-
flict or consensus.
The VAT committee,

to 03 organi-
Mtlona. will also approach
the South African Chamber
of Commerce and the Afri-
kaanse Handelsinstituut.
The statements follow a

meeting with Finance Minis-
ter Barend du Plessis on
Tuesday. when he said VAT
would not be postponed nor

y Cosatu
  

 

 

Massed against VAT . .

would more foods be zero-
rated. He announced a
10 percent subsidy on samp,
mealie rice and powdered
milk M at least a year.

Housewives' League presi-
dent Lyn Morris said clarifi«
cation was needed on how
the Minister would subsidise
the goods. Also needed was a
check on how this would help
the needy.

While the Consumer Coun-

cil welcomed the subsidy.
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the VAT committee said it
was completely inadequate.

Professor Tart said that’
ii the subsidiql had an effect
equivalelt to zero-ram,
Vatwatch would welcome
them and similar measures.
She said Vatwatch would

like to see the subsidise ex-
tended to other basic nutri-
tional foods, and to the sup—
ply of water, electricity and
sewerage in disadvantaged
communities.

Earlier in the day. it was
announced that postal and
telecommunications tariffs
would rise by about 877per-
éeflt ori September 30 -—and
consumer bodies expect
more VAT-related increases.
The new Post Office tar-

iffs reflect the VAT-inclusive
price the consumer will pay
-— the PO will absorb the dif-
ference of about 1.2 percent.
Postafe on ordinary let-

ters wil increase from 25c

 

. protesters take to the streets to show their displeasure with the new tax system. 
to 27¢. Phone rentals will in-
crease by 82 to R26, and
phone call char es from the
to 16.83;
latlollMguunfii easesggfi
3156 to Rm

Phone rental on arty
lines will go up to £27 a
month, and call charges
from 15c to 165c a unit. Pay
phones are not affected.

Postmaster-General Johan

de Villiers said VAT would

push up these charge, which
were presently exempt from
general sales tax.
Conceaaiouary tariff: for

nous and certain other pen-
sioner: will increase as well:
telephone installation rises
from R23 to R27, and month-
ly rental will increase by
m00 to R19.60.

Malling a 1kg parcel will
cost R210 - 20c more. Air-
mail for the same package
will cost 113.60 —- 30c more.



 

 

Medical j
taxation
slammed
THE introduction a!

VAT on health aer-

vieeameanathathlack
arehetngtaxed

eaaea that are canaed

by the political

deprivation, a doctor

haaaaid.

Dr Aaron Molaoaledi.
of the

of the ANC, wax address-

ing a fundraising dinner of
the organisation on Satur-
day night and told the
gathering that 80 peanut
of black people were not

on medical aid. while 80

percent of white: were.

Untalr

“Thia means that 80

percent of the entire na-
tion is not on medical aid

and are therefore going to
be taxed each time they
go to a doctor or to hospi-

tal.
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"When we look at the
diaeaaea that black people
suffer from. you find that
they are tuberculoaia.
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THRILE trade union led—

erations representing 43

unions and lb unaffiliated

unions met in Johannes-

burg on Saturday to dis-

cuss the implications ut

VA'I ,
The cnnvcnurx. ('nsulu

and Nat‘tu‘ mid tn at joint .

statement the meeting

was it lulluwup lo the

VA I‘ \umnnl hcltl mt Au-

gust 22
They sand ull Ihc unions

WL‘IL' highly t'llllL‘dl oi the

lack 0| concern by tht- Mt-

nistt‘t ul Imant‘c int tht-

"dimnlmux" t'llccl VA]

would have on lower in

(Ulllk' groups and the

unemployed tn South

Alt‘itat

 

ade urtions ‘

eet to talk

about VAT

choleraandkwaahiokor. .. ‘ " . t ‘

”All theae are related [0 The repre-

the lack of clean water In'l

foal cranb- lactating

M M Glut: Wt:' .
Hospital tare:0“, “d 09-"-

u - -- tlon unner.
The responsibility to

provide purified water is The committee has re-

with the Government hut WW1!W the

many ateas in the ma! the implementation 3

areas have no water at all. VAT 0" 80pm“: ”the

letaloneclean water. “1‘!“ ‘0 o! '

«3" "w" 1%“me mhmts
some to be taxed for pm.“
being ill due to the

deprivation by Gov“ However. Mr du Plea-

mem "MWsaid. “I aald “Ill tn“: lum-

”It is all so unfair," he a: 0‘ m at “am:

“id‘ adding: “We are mttaeum‘fion 0

"mm“ min“ ““3 W growth. the date ahould

“’h" ‘"“' W m?" nothechanled.
' The working

will consider the -

cal and administrative

tent: of tut lemeut-

VAT, the ecta ot a

By Sheree- saga

Tht‘ unmm supported

the following demands of

the VAT summit and

called [or a pmtptmemcnt

for the tmplemenlation of

VA‘I’ to ztllnw tnt negtittu.

now no ”\L‘ lullowmg tie-

mundx:

O lennnting of hash:

ltmtlslutls. mt'tlit‘ul xct-

 ln the tlrat major action
against VAT. and in sup-

ot demands for ln-
duatrlal reatructuring,
about 100 000 workers
countrywlde are act to
take to the atreeta today
to a “human chain" dem-

\

 
" '

ised
.. anti prmntxd The action. organ

:lzl‘tlzt'lllt'h. mttt-r amd by the SA Clothing and

C‘Ct‘lflt‘llV. :mtl mult- Textile Work?” ?&On

union suhst‘nptmm;
(Sflnwu). la in lne w a

. l'lt‘ Ilt‘t‘d Inf Illult‘ hold demonltratlong

t-llt-t'tivc measures In (mi

tml pnt‘e abuse;
against VAT.
Sactwu spokesman

0 new pmcm MIL" Ebrahim Patel said

recent Coaatu decision to

ptngmmmt's had In Iw\

m.

0meflar tax-tree
splurge -— Page 10

‘Human chain’ demo
workera would alao he
hlghll’htln; thelr de-
mand or union involve-
ment lulannlng for
growth jobaecurlt .
The union has hel a

aerlea ot workahopa on
economic reatructurlng
aa well a a major con-
ference in April in which
employera in the indus-
try alao took part.

Today’a action aims to
demonatrate actively on
tunes Coaatu has taken
firm poaitlona on.
Permlaalon has been

granted by various mu-
niclpalitlea tor the dem-
onatrationa to take place
between 1 and 2 pm.

 

  
the usually h’uoym
would show limit .
to recent years, E '- ‘
Michiel Bester '
“ Speahitlc‘ata 3‘?“
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4’ ahowad a 1.5% real lactose laat
year.wouldhedownhy2%thiayear

Atterahottornin'outlnthetiratquarter
ot lm.Beaterexpecteda17o decline over
moatot lmandtheretutntoapodtlve
figure at year-end.

lie said retail markets would mm
experience a decline in real terms
overthecun'entyearandthetlrathaltot
next year. He e retail aalea to
deellnehyufilnmltermathilyearand
by 1.5% In ten
Atterhottomln‘oathtthefiutqaarter

at me Beater aald. retail sale growth

; heft
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marten ttutw J

17'“

J recession like the laat".

      

  

   

y and would only ahow a
vement alter the tint quarter at

, aaid lood inflation waa
tn hlah.andVATeonltleaart

next year,
,, Iytore

I'd prelure Generally.
  

     

 

‘ tloally weaker

‘% b . .. L latter: were the slowdown in
i ' and a “gentle de-
cline in real dlaeretionary income”.
Thelevelotdehtaaapercentageot

notnhal lnoomewaacurrently
atltahlgheetlevelaandneateraaldthe
harduotaervlctngthatdahtwaaabo

henceotthlawaathata

expected. Thtawould
neartheendotlm.

Bauer aald retail inflation had in-
creaaedmoreraadlythanCPltwhlehtn-
cludedaervicel) the room.
fleexpoctadthe
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Cosatu: job talks urgent
van vow uenea Adda“

LARGE—acale job loaaea tn SA'a main
employment aectora underlined the urgen-
cy of negotiations between Coaatu.
employera' federation Saccola and govern-
ment on a coherent approach to ending
retrenchmenta and creating joha, Coaatu
said yeaterday.
The latest Central Statiatlcal Service

figures, releaaed this week. show that more
than to 000 workers loat their joha earlier
this year in the four main employment
sectors: manulacturing, construction. min-
in: and quarrying, and electricity.
National Union of Metalworhets

18!in secretary Bernie Fanarotl said
lumaa waa demanding a moratorium on
trenchmenta, and that government nego-
te macroeconomic policy.
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J“. ,alea would he especially
marginal

      FROM PAGE 1
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A joint working
group, consisting of ex-
perts from the govern-
ment and the commit-
tee, was set up to inves-
tigate the technical and
administrative problems
of implementing VAT.
the effects 0! delaying
implementation, and
the pomhte‘ effects on
conaumerprioes.
The working group

will report back on Sep-
tember l6.
Mr Du Pleads said in

I match! that the
puetponement ot the
' tation date of
VATwotddheextrerne-
ly detrimental to the
economy. especially in
view at the delicate ear-
Iy stage in which the
economic upwing was

undertak-
ings were given by the
govern.» . eepec
ially the Minat‘ry at Ft-
nance, to the broad

babes munity. ih-
cludmg' important inves-
tou from overseas. over 

 

the implementation
date.
“Thiswaaneoeaeary

tohebthelnputona
firm haaistheir invest-
ment programmes for
capitalandintermediate

“Aomrdin; to our eat-

for the replacement and
eapadon of capital
equipment in our indus-
try. not only to provide
for the requirements of 

 

,local manufacturers of

‘VAT can’t be delayed’
certain goods. but also
to begin export on a
considerable scale from
South Africa, particu-
larly to African coun-
tries in the Southern
hemisphere. This means
the maintenance of
existing. and the cre-
ation of new, work op-

portunities‘
“I put it to the com‘

mittee that this invest-
ment is an indispensable
injection especiahy at
the beginning of the up-
swing, in order to pto-
mote business confi-
dence and economic
growth.
“The committee

pointed out specific dif-
ficulties concerning the
implementation of VAT
from an administrative
point of view, as well as
the possible effect it
might have, especially
on low income houae~
holds.

“It was very clear that
the committee and the
«pulsations that it rep-
reaents were advised by

who worked
h'otn a totally different
data base than we in the
government have been
doing for a long period
in preparing for the im-
plementation of VAT.

“It ia~thus necessary
that the greatest poss-
ible measure of verifica-t
tion 0! the different de~
parture points and data
baaes must be done be-
fore there can be talk of
achieving consensus
over such matters as:

where VAT could poss-
ibly have a negative ef-
fect and, if this is so. in
which way action to
lighten the implications
may be necessary.

"0n the side of the
government, we have
repeatedly eapresaed
our wilhngness' to give
support. bytneans 0! in-
vestment in all sorts 0!
help program where
neoeaaaty.

“In the W of our
own experience with
VAT and the ineflec»
tiveness 0t VAT exemp—
tions, and the similar
detrimental experiences
in other oomttb where
VAT exemption are
made, it is clear that the
tax system should not be
employed to adu'eve ao-
cial objectivea.

“nuts, for exwle.
the VAT rate in Btitatn'
is. no less than 17.5 per
Cent, which is clow—
tionally high. but which
is directly the result of
all sorts of exemptions
which have been made
in the oourae at line,
mainly as the teault at
political preaaure.
“The government

thus reuaina convinced
that as far. as the VAT
system ia concerned. we

purest
- which will also he the
easiest to implement -
and. where necessary,
rather provide relief on
a direct targeted
basis." ~

Dr Bernie Panama,
an organiaer la the Co-
satu-alfihated National
Union of Metalworkera
of South Africa, said Mr
Du Pleaais had taken the

committee's concerns
seriously.
The committee's oh—

jections stood. and it
would convene public
meetings to outline its
position, he said.  
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A. . in the implementation of the new
tltrlnd ll! effect on Consumers_

 

A major concern wan the new system's
potential to boost the inflation spiral.

The delay in the pu rchase of cal)-Ital
goods, which would qualt fy for an input tax
credit, would result in a significant reduc-
tion in revenue in the first year which
would curtail governmt ~nt's ability to give
#— >

L] From P09. 1

relief in other sectors or to spend on wow

and development projects. the committee

argued.

“We tear that implementation of VAT ll! 3

Its present form will lead to widesptead

hardship and a backlash against payment

of taxes It is also likely to lead to industri.»

ul unrest, with workers demanding wage

increases to compensate lot the ellects of

VAT.“ the memorandum said.
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IF THE PRICE OF YOUR TOOTHPASTE

SUDDENLY MAKES YOUR TEETH CHATTER.

CALL VATWATCH.

VA’IWATCH is Inn to make sure that VAT is implemented famy. In order to do this.

weneedyoutobcoureyu.

smgmdaymkcmmeprodmuuMamomm'mmm

mmmnweek.Andthcweckafler.

lfyou discover a price suddenly shoots up, plans: don't mate to all VAWATCH.

VATWATCH

TEL: (011) 484 3393

 

FAX: (01 1) 484 3395

MAKING SURE

ITS FAIR,
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Bond rates

to rise on

October 1
SVEN lUNSCl-IE

LEADING commercial banks and
building societies yesterday an-
nounced shock increases in bond
and prime rates of 0,25 percentage
points to coincide with the intro-
duction of VAT on October 1.
And in a double blow to consumers,

the institutions indicated that that they
were considering lower interest rates on
savings.
The increases in lending rates come at a

time when embattled consumers and busin—
esses were hoping for a cut of about 1 per-
cent in interest rates by the ear-end.

cut in rates has 'ome more un-
likely, as VAT is set to lift consumer prices and
higher interest rates are essential in controlling
n ation.
The latest rate increases will push up the bond rate

from 19,75 to 20 percent and lift the monthly nepay-
ments by R20 a month for homeowners with out-
standing mortgages of R100 000.

 

 

ments will rise by roughly R10 and for bonds of
R150 000 by about R40.

Tax on capital bases

crime rate ~ the overdraft rate charged to
bank'3 iuest and best customers -~ rises from 20 to
20.25 percent. but most businesses and consumers will

 

., pay far higher rates.
Bankers earlier this month persuaded the Govern-

ment to drop plans to impose a turnover tax on banks
and instead to introduce a tax on their capital bases
as a substitute for VAT.

industry sources estimate that the tax will cost the
country’s institutions roughly R220 million in addi-

—
—
r
‘
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Insists: lines llepsrter

VAT in its present form will

cost thousands of jobs in
small bminesaea

is the view of the

National Industrial Chamber
(NIC) which represents
emerging small manufactur-
ersandaervice businesses

it has joined the Cosatu-
initiated Co-ordinating
Committee on Vat to
the effects of Vat on sma
business to the Cabinet's
attention

NiC executive member
ian Hetherington says: "A
cost-benefit study in the UK
showed that proportionally,
It cost small businesses up to

times more than larger
enterfiise to comply with
Vat omsimllar study has

Complex
Mr Hetherlngton lists the

min disadvantages of Vat:
O The Act is complex and dit-
iicult to understand.
OPenalties for non-compli~
ance are draconian and could
c some businesses.
0 The threshold level tor Vat
registation is too low. Small
enterprise have to it
their sales exceed 000 II

For mortgages valued at R50 000. the monthly pay- 5 "ch” Many hue“ '9‘"
owners. . taverners

and backyard manuiacturers
will be hurt.

Vat threatens jobs
in small businesses
Several corporations say
they will deal only with re is«
tered vendors. This is a
to the subcontractinghbridze
hei built between 3 and
am business.
OThe UK cost—beneiit study
showed it could cost the Gov-
ernment up to in the
pound to collect at from
small nesses. No esti—
mates have been disclosed
forS

Mr Hetherington proposes
these solutions:
0 Raise the annual turnover
threshold for Vat re istra~
tion from Rl50 0 0 to
R500000 a year.
OCompensate small busi-
ness for compliance costs by
a monthly cash rebate
against verifiable claims on
a slidie: scale for owner-
manag businesses only so
that it tails away altogether

for those with taxable
suprlies of more than R5-
InIl Io
OSotten penalties for non-
compliance.
He also proposes that
oodsand services bought by
at registered businesses

from nonraider“

onesI(which notdeemekoymVat)
Vat re-

batahle by theReceiver oi
Revenue.
 

Shopkeepers stock up
SMALL
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will be quiet.
Mr Ross says blacks bay

tor the Hansel
wadershave”bridged

shopkeepers have stocked up ahead
oi Vat's iatmdactiaa. says Not Rees
coasaltaat atPerry II Assoc“?

sector.
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OCorporate customers can
not reclaim Vat on supplies
from non- tered entre-
preneurs although these bush
nesses pay Vat on Inputs.
  

tional charges, and the latest adjustment to rates will .
enable the financial institutions to recover the costs.

Announcing the increases. First National Bank se~
nior general manager Viv Bartlett said: “As a result
of the new tax to be levied on banks and other finan-

, cial institutions in lieu 01 VAT. and the resultant
squeeze on margins. the bank will have to take appro-

' priate steps to recover these costs.
“In doing so, we are mindful of the further

pressures on business and household incomes in the
current economic circumstances.

“in a turther attempt to spread the recovery of
, the cost as broadly as possible, we will use the pres-
ent easier liquidity conditions to work towards a
downward adjustment in our wholesale and retail de-
posit rates.“ Mr Bartlett said

Other institutions to follow FNB’s lead yesterday
included Nedcor, which includes the Perm and Ned»
bank, and Amalgamated Banks of SA (Absa), the
holding company for the UBS, Allied and Volkskas‘

Standard Bank and Natal Building Society spokes
men said it was likely their organisations would fol-
low suit after meetings on Monday. -~

 

By CHARLENE WITH

UNIONS, united tor
the first time across
race barriers, meat
tomorrow to discuss a
possibleasnaral strike

alnst
he coalition, which

includes white unions, will
meet in Johannesburg to
discuss strategies in antici—
pation of an expected
meeting with bmineasrnen
and President FW tie Klerit
on VAT.

Unionists have warned
they will bring as many as
two million workers out on
a three-day general strite
ii the government does not
how to their demanth
The unions want aer'O-

rating for ioodstufla, a pdv-
erty‘ reliei pro’ramme

exemptionor
cal services and rescribed
medicines and a ‘represen-
tative tax advisory com-
mittee".
Mr De Klerlt has

acknowledged receiving a

 
Whitesa
unite 1n

2:13.931blacks

anti-tax camplaign
letter from the Co-Ordi-
nating Committee on VAT,
which includes the unions
but has not made a com-
mitment to meet with
them yet.
The unions meeting to-

morrow include Cosatu.
Nactu, the Coniederation
of Metal and Building
Unions (a white confeder-
ation) and 15 other inde-
pendent unions.
A number oi blic sec—

tor unions wil attend.
including the institute oi
Public Servants, the Public
Servants' League and the
Natal Provincial Admini-
stration Personnel Associ-
ation.

A provisional date for a

pro general strike
cou d be set either at the
meeting or late next week-
end after central executive
committees oi the various
trade union grouping have
met.
Tomorrow’s meeting

will be followed later in the
day by a mini-summit oi
the Coordinating Commit~
tee’s 92 members, which
include World Vision
Operation Hunger trade
unions community groups
political organisations and
Johannesburg Child Wel-
fare.
A further meeting is

planned for later in the
week with the SA Employ
ers Consultative Commit-

tee on Labour Aitalrs
which representsthe

general strike prior to this
meeting.

Mr Mahlomola Skho-
sans, first gener-
al secretary oi Nactu. said
there was a lot of a
and frustration at “ is
regime taxing people who
have not voted it into
office But the issue affects
more than just the unions,
it affects civic associ-
ations, too".

Mr Skhosana said the
Rloo-million townships
owe in rates was unlikely
to be paid once consumers
realised they would also be
taxed on electricity and
water consumption. “How
do the authorities to
get that money now?’

 

Govt”shrugs off VAT—haters
MAGNUSHEYSTIK

VAT goes ahead!
This was the message

from reliable govern-
ment sources yesterday

, as the public opposition
to the introduction oi
VAT reached fever pitch.

Earlier this weelt on
Radio 702 Jay Naidoo,
general secretary at the
Congress of South Airi-
can Trade Unions (Cosa-
tu), threatened country-
wide strikes should the
Government goahead
with the introduction of
VAT.
"The Government is

mad if it goes ahead with
VAT in the face of coun-
trywide opposition. The
country will be paralysed
if it (the Government)
does not adhere to the

 

  

JAY NAIDOO: Threa-
tened strikes.

pleas to postpone VAT."
And the announcement

yesterday by the banks
that overdraft rates are
to rise by 0,25 percent
while deposit rates are to
drop, will further serve
to tIIeI the names of pub
lic resentment.
The turnover tax. while

strictly speaking not
VAT, will. however be
...‘-

 

H... _.

seen by the general pub-
lic as a consequence oi
the introduction of VAT
The derision by the

banks to increase over-
draft and mortgage rates
is an eiiort by the banks
to recoup an estimated
R220 million that a turn-
over tax of 0.75 percent
will collectively cost

them.

The Co-ordinating
Committee on VAT. at
loosely«lmit grouping of
92 organisations opposed
to VAT. will be meeting
again on Monday to dis
cuss further steps after
the Minister of Finance
Barend du Plessis reject-
ed proposals this week
that the implementation
of VAT be postponed.

The ANC yesterday
said, although it accepted

the need for a consump-
tion tax such as VAT It
called into question the
timing of the introduction
of the tax.

“VAT. as proposed.
puts the burden of kick—
starting the economy on
the poor. the very peopie
who have not benefited
from the South African
economy in the past."
said secretary-general of
the ANC Cyril Ramapho—
sa.

The SA Chamber oi
Business (Sacob) earlier
this week ur ed the De
partment of lnance not
to delay the implement»
tion of VAT, saying that
such a decision would es-
acerbate the current eco
nomic recession and
delay the economic up-
swing.
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NOWHERE in the world has the
introdt' tion of a widein
tax sucu as VAT gone smoothly.
South Africa is no exception.
What is extremely irritating is

that the government seems to be
jumping around like a cat on a
hot tin roof. Cosatu and others
had hardly announced their oppo-
sition to the introduction 01' the
new tax when the rate was cut by
two percent to it) percent. Cer-

To the basin world the re
dnctionof twopesceatat thislate
staaewuaeosttyirfitatim. be-

new and Mamiliar sys-
had to be chained. One
MMMuleulat-

theWMIe-hbellig5
3

 

 
.I-‘ 0‘3225 :aénvzégég

>5”: 0“ a
n3 3 >038 E EU
:3...“- Nfiflfigug 8s:

'%°3ew’ a 3 “3
33~~e=2§nt§~ 2g
e’fign'L‘gha 532‘

uegeo. oggbéass
SE fa~=§°"mz~ ‘3“
S" 130-0053042303):
mvwcg-OOO: >.ZQ.—4

:353m :5th U<¢=Lh

 

IINNMNEY”IALKL_
 

as the store group will obviously
add a few cents to many items to
recoup this loss ThatIs the way
businessmen operate all over the
world and no amount of appeals
and threats by politicians will
make them change their ways.

Last week further concessions
were announced by the Finance
Minister. which did not impress
anyone.

This last-minute chopping and
changing is creating an atmos-
phere of uncertainty and annoy-
ance. government should
have made the lot of the poor
easier right at the start.
On the other hand. one is not

impressed by the actions of those
opposed to VAT. They have only

now jumped on an issue that has
been in the news for a long time.
The fact is the existing 031'

system has become totally inad-
equate. VAT is bringing a lot 0!
unpleasantness in its wake. but
promises to help get export per-
formance out of the doldrums.
More important is the it

will generate sufficient in to
tackle the country’s huge socio-
economic problems. ‘

leaders threatening to i
exhort their followers to refuse to 1

er their actions carefully. They
might be joined by the entire
population, because all South Al‘-
ricans are sick and tired of paying
sky~high taxes.

If a climate is created which
ruins the tax system — as hap-
pened in a number of African
countries — a new non-racial gov-
ernment will face a crisis. '
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What is the person
in the street saying

about \C-Yl‘
Norman Scharneck, Eldorado Park:

Most businessmen will just add VAT
and pocket the profits, and to hell with
the man in the street.

Maurizie Incani: There are four
categories of rates in Italy: basic foods
2%; other items 9% or 18%; luxury
goods 35%. I suggest the government
study VAT overseas.
R.Gardner, Benoni: I think it is

obscene, and immoral and un-Christian
for the state to profit on people's illness
by taxing medicine and medical
services.
In n renders poll -"The Star" 22/8/91
(aner VAT had been reduced from 12-
10*) only 3 people supported the way in
which VAT was introduced and 70

Stop VAT before it is to late! ”W“
“IfVATis intmduced on lst October, we will face a nafiomrisis,’:gay'

 

      
 

 

“Already 40% of the population are living below the breifiine. -mwidespread starvation if VAT
goes ahead on basic foods”, Ina Perlman, Director Operangi Hungetgflge13%
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We can't allow this to happen! \
The Coordinating Committee on VAT is calling for the introduction” 3*" 5" o be POStpOfled until there can
be effective negotiations with the Department of Finance 01; the problems of VAT.

  

The most serious problems are: ~.-
- VAT on basic foods, on medicines and private medical servwesf4

'Imdequate relief for poor people. -

. Price abuse "3:"”
- High administration costs for small business * as

The Co-omimting Committee on VAT rejects the recent concessions of the Minister of Finance when he
lowered the rmto 10%. This18 too little too late. '

Do something to st0p VAT being implemented on 1st October!
The Co-ordlnadug Committee on VAT is calling on:
- All those opposedto VATshould register their pmtest by attending public meetings which will be called1n
the next ten days. W mm.
-The State President ti)mterveneandensure _. the introductionofVATispostponeduntilanurgentprocess
of negotiationsis set up to resolve the probl of VAT.
- The Public to write letters and phone 111:.st President and ask him to intervene in this crisis.
. All Organisations to suppoxt our initiative. Write to Co-oniinating Committee on VAT atPO. Box 260483
Excom 2023 or fax: (011) 833-6330. »

IssuedbytluCo-oflinatingcmnee on VATmadenpofthefollowing organisations:
mica1mmComma,cm,COSAN.Congrea oansineuMimomwamSociety.Lenuis Civic, mun Ptovincial
SMAuocintion,NntionnithkCommnen Union, mmNummmmwmwmmm
Association (NAMDA).Netionnl UnionofleatherWorKe’n. Operation Hunger, WWmWafSomhAfiaSomhAffiani-Iealth
WorkenCon AHWCO SouthAfriennNationdConmmmUnion ~~'~ for n. .. ' ..,..., WorldV’nion.

   



UST A week ago, Finance
Minister Barend du Plessis

a peared determined to dig in
h s heels and impose VAT at the
original rate of 12 percent.

But as the voice 0! Opposition
reached its loudest pitch, he and
the rest of the Cabinet clearly
decided to strike a compromise
between placating the public
and fulfilling the demands oi
the Exchequer.
Consumer bodies generally

agree that yesterday's an-
nouncements o! a lower VAT
rate was largely a result of the
“almost hysterical" public and

litical pressure which aca—
ated remarkably in the last

& 
 

recipe
By DERRICK LtlfllAVl
and Sana

INDEPENDENT tax adviser Mat-
sheru Matsheru says the reduction of
Value Added Tax (Vat) from l2 per-

cent to IO percent is to be welcomed,
but with reservations.
He said the new rate was still high

compared to the present GST system
and that the individual income tax rate
was 43 percent.

Because after-tax earnings were low
consumers could not afford to pay l0
percent Vat.

Matsheru said there was no balance
between tax on earnings (income tax)
and tax on spending (Vat).
Du Plessis should have strived to

achieve a balance between these two
taxes. because the one influenced the
other

“In the confusion. Du Plessis in-
creased the price of petrol and diesel
and to me this was a bad strategy.

It Is known Hut when petrol prices
go up. it also pushes up the prices of
other goods and services. This will still
lead to inflation and if this is not
followed quickly by wages and salaries
increases. it may lead to industrial
revolution.

Businesses may take advantage of
petrol increases to put up their prices.

Matsheru added that Du Plessis
made another big mistake by not zero-
rating all foods.

“I! l were him, I would zero-rate all
food and only tax them afer a year and
only when inflation is down. I would
also tax food after a year and then only
on a phased-in basis."

Matsheru said it was not certain Vat
would be implemented at the end of
September.

ll Du Plessis did not heed Cosatu
calls and consult them on Vat issues,
“we may face an industrial tax revolu-

'liflYh

fifiormous pressure forced VAT backdown
few weeks.
"The consumer came out well

on this one, and i think we wit.
nessed the extent to which pub»
lic opposition to this sort of
thing can have an effect," Con-
sumer Council director Jan
Cronje said.
Govermnent sources indicat-

ed yesterday that the change of
heart over the VAT rate was
ad the result . ,
pressure within the Cabinet. but
appeared to be a decision made
by Mr du Pleasis because of ex-

 

IIATIHIIIU . . . Vat not the
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It is known that the Minister

I«I iéédfiW—F’ight

for disaster
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Barend du Hessls was ohtlged to reduce VAT this week after consumer rotests
rose to a crescendo. HELEN GRANGE AND PETER FABRIglUS rep:rtg.mn5t the new system

 

ternal ”public and political was saturated in the last few cluding the ANC 'which de— new tax

W‘Both the Democratic Part weeks with representations mended to have its implemen- The increasingly liticised
y from consumer and employer tation postponed until the or. issue of VAT placed du Ples-

and the Labour Party wanted a rou ~— 'th .
lower rate, as did others." one 3 ps w: an angry Me'

anisati
dtese Vereniging team, sport- 3 0“ llfld made pro sis’ de . . _

representations to Mr do Pipe: mmin. difficult sit
““50". which, as he conceded

soureesaid. ' ' ' demanded-.. in; 14000 signatures, meettn gig
muclihventually ththere was so with him only the day bola": szizafi‘fi joined the 3:: make its tlehcfl the '
hadtow‘ilrs' at one felt one thenew announcement. _ anti-VAT bandwagon; afraid known as ickl as ihism

e n. VAT had also become a dirty that its low-income'members qo y poss e.BTW! addressi g the ANC's
word among political groups in- would be worse off mder the demand for post nement. Mr

du Plessis said on Wednesday
that VAT had been decided on
as a replacement for 681‘ since
mid-im and that to postpone it
now would seriously disrupt in-
dustries.
.Although many at the peti-
tioners in the consumer indus-
try and business scored a vic-
tory this week. some objectors.
despite their mounting cry
against VAT. had no such boast.
The medical industry sorely

lost out on its demand for a zero
rating on medical services

based on the argument thdirit
was immoral to charge VAa‘
on illness. . '
Mr du Plessis took a hard' ..

on this sector, subjectin it. ‘
VAT notwithstanding tge 4:,
hate, which he disnissed as an
argument that led nowhere. “

However, it was ex [ted
that whatever changes r‘du
Plessis did make. there would
have to he the unhippy few.
As general reattion to t ' an-

nouncement reflvcted, mu 0!
those affected b; the incoming
tax system haveaccepted, some
more graciousl- than at
that Mr du Plesis made a ir'

 -_.

A'ffFINANCE Sunday Star August 25 W9]  compromise. Cl ,

3
 3;Me .

VAT (3 ntinu 5
THE ANC, Cosatu and other crit- r
ics of VAT rejected govemnent’s

 

    

  

  

    

  

   

   

     
  

  

  

 

  
    

 

    

 

   
    

  

  

Numautioulsecretaryandeo-  
afterthesummithwuttocon-
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tomotiateasamstterotlrgeoeyy
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1°! “‘0'“ consultant Marius van

3“ Bletcksaysithasstilltobe
seen whether. or not an in-

crease in thb petrol price

it will commute tor the

tion of the worse kind and this may

disrupt the implementation of the Vat

system unless employers agree to in-
crease wages and salaries”.
“On the other hand. if Du Plessis

can heed Cosatu's call and postpone
Vat, business will lose confidence in

him and he will also lose credibility. He cannot win either way."
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* That 2—pc cut is.

just a placebo:concessions yesterday, uyin MM and the inadequacy oi nth:

they were “inadequate and oi: the .
negotiated", and vowed to con- ‘
tinue their battle for “a more ac. mined 5!
ce table system”.

.

boutlootthe mm
'

attended an anti-VAT summit in Jo-
ace

hamburg demanded an rgt
.

meeting with Finance Ilium -
'

end du Pleat. '
would ask m

.

“33; ml’ whim to in- new m“ ”m” MW total taxation. that the hiccup In the VAT

m ”d enter ““9 M ' WM M "' M b .3 THE Gov nment's However, in the Budget process wnll lead govern-

“m Wm},M»m". m mm0 : . ' i m i, H > re “'8 already a depar- I'm" to pause Mfore it dc-

De "l. "IO ANC. 0“" spokesm planned; t“ l' ’ ., 3i ‘ 1mm this programme cities to take the next step

trade cmc mum“:m somedthswpbmnt fall 9nd" a 7"; decmse rather than in tax reform: targeted at

mzzmwmmmtéz mlt WM ‘3“ they h c_|o “' 8318!:- the main “ aseintheratio. 40 percent lor both corpo-

manage the pmcess and decide what Wmind Ic‘ gzfiomflhe 2:?) :, ';_. ' for long, say most rate and tndmdual tax.

“um. ”WI ii“M"W ”$sz to m ":22 {2 § m ’ i . “E ,'L ., ‘ntators. Frankel Kruger Vin-

the ’9 ~ ‘T to ,; I I d to the lo American group tax derine economist Mike
Brown says VAT at 10 per-
cent is low, as IMF studies

have shown a rate oi 15 per-
cent is needed because col-
lections are so costly.

  

  

'“l‘herewasageleralieslln‘fmn
,, W .

Wk l meeting that _ t , . ’ ' . "The normal rate in most

eomtltu;cielmwoold m3; mist ' Wm“s “0““ mmfint "’eW countries in the world is 15

the bulldostu oi the m bib , 1". the tax m m‘hg; an Witt tax "c" as to 20percent and i expect

Praetlfi t sl .7 ' ‘ " “‘3‘“! ‘13} i3 ‘tvgvo' government will move to

e Cosauguer .' - ‘ ~ .2 EV ' this assoonasit be-

Jay Naidoo said while 5* » ”T " no ptflitically feasible to

a VAT ‘ dosh“
r

HiAgreed. says Mr van

Blerclt, who adds that

where the basic VAT rate is

15 percent~plus. a number
at countries have levied a
lower rate on foodstuffs of

about 5 dr 6 percent.
”Not all have zero—rated

it by any means”
Price Waterhouse’s Chris

Frame says VAT is the only
tax flexible enough to meet
rising revenue require
ments.
He sees it rising to be—

tween 15 and 20percent
over the next five years.

“Government has met a
legitimate demand to lower
the rate to make its intro-
duction smoother

“But this rate won’t last
forever watch this space
next year.”  
 



The costs of not embarking on such a process may be very high for the entire process of
negotiation and may seriously jeopardise the resolution of conflict that all parties in
South Africa so urgently desire.

We request you to urgently meet with the Co—ordinating Committee onVAT to seek a

solution to this problem which is rapidly becoming a crisis of national proportions.

Yo faithfully,

   C nvenor, Co—ordinating Committee on VAT



3.2.7. Negotiation of an adequate poverty relief programmes.

3.2.8. A commitment from the government to negotiate further changes to the tax

4.1.

system and on economic issues that crucially affect the major parties in this

period of transistion. We are very keen to set up the appropriate forums that

would engate the major players in negotiations on these economic issues.

Conclusion

The meeting today offers a unique opportunity to achieve consensus on a crucial
economic issue and to find a way of avoiding serious prejudice to a large
number of South Africans. We are committed to such a process of negotiation.
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. THE ClTlZEN

\ COMMENT

Don’t do it
THIS newspaper has critiCised the imposition
of VAT on basic foodstuffs and on medical
services. .

Minister ot~ Finance Barend du Plessis is not
hudging on these lSSUCS‘ but has offered a 10
pert‘ent xubsidy on sump. mealie rice and
powdered milk for at least a years

Prof Lourse Tager. chairman of VAT-
WATCH. says VATVVATCH would like to

see the subsidies extended to cmer basic nu-

tritional foods and the supply of water. elec‘
titeity and sewerage in disadvantaged com-
munities.

Others have other views. members of the pub-
lic included.

But the point simply is that VAT cannot be
delayed.

The cost of postponing it would he tremen-
dous.

Furthermore. postponement of the tax.
according to Mr Du Plessis. would have
negative effects on the economy.

He says that the government has made firm
commitments over a long period to the busi-
ness sector. which includes foreign investors.
over the implementation date to enable them
to plan their investment programmes.

The South African Chamber of Commerce
says that any postponement would exacer-
bate the present poor business conditions
and delay the start of any new economic up-

surge.
With the introduction of VAT only 10 days

away. it would be ridiculous to expect the
government to postpone VAT.
We are not even sure that it is possible to
make any more changes at this late stage.

Cutting the VAT rate from 12 to [0 percent
cost businesses millions of rands as they had
to change the systems that many had put in
place.

Postponing VAT would probably cost them
millions. too. in wasted effort and money.

However. the agitation is not going to die

down.
Feelings are still running high over basic
foods. medical services and the fact that
VAT applies to almost everything.

But that does not mean that Cosatu should
threaten industrial action which would culmi—
nate in a general strike.

There would also be a boycott of VAT (how
we don‘t know) and other taxes such as in-

come tax, with the trade union movement
pressing employers to halt PAYE deduc-
tions.

The Co-ordinating Committee on VAT‘s main
objections are the effect on the poor and the
unilateral manner in which the tax is being
implemented.

However. Mr Du Plessis has pointed out that
Vatcom has since August last year received
1 100 written submissions and evidence from
120 organisations which led to 120 chases to
the draft Bill on VAT.

It‘s rather late in the day for Cosatu and other
organisations to say they weren't mdted,
when they had every chance to mbmit their
views.

What to do now?
We suggest that since the government cannot
delay VAT and there is so little time to
amend it further. Mr Du Plessis should give
an undertaking that. say. before the next
Budget — roughly in six months‘ time -—- he
will review the application of VAT and. if
there is hardship, as we believe there will be.
he will zero rate basic foodstuffs and medical
services.

In the meantime. he should drop the price of
petrol. increased by 13 cents a litre when he
cut the VAT rate to 10 percent.

Cosatu should think again about its campaign
of industrial action and a general strike.

The country‘s economy is in a poor enough
state. with growing unemployment.

Nothing should be done to weaken the econ-
omy any further.
As for not paying VAT and other taxes. it is
quite irresponsible. ‘

The money that comes from taxes goes to run-
ning the country and paying for schools. hou-
sing, social services. pensions and everything
else that the govemment provides.

Not to pay taxes means there will be less
money available for essential services.

Don‘t do it.

 

 

    

THE two Inici- labour federa-

tion, Coutu and Nactu, have

tailthe State President to inters;
m’hthewu'over Value Added 'M

Tag” warnings of s national

strike grew bode;M

‘Lo\\\°\«

Anger
[over
: VAT«.W
grows
-

to a tax revolt because of
; poor consultation.

The VAT Coordinating
Committee. representing
93 organisations. including
Cosatu and Nactu. yester-
day said it had asked Fi-
nance Minister Barend du
Pless‘is to arrange an urgent
meeting with Premdent FW
de Klerk.
Du Plessis has refused to

postpone the implementa-
‘tion of VAT.

The Office of the State
President said a request for

 

7 just a week before

 

 

 
 

  
egocialist cre

+- 9x jobs fail
THE pvemment could
not be held solely testicu-

sibic for Ebsteinmv F"
name Minister Barend ch!

“One Man One Job”. Mt
du Hessis said theW
ists and Communist! hid
tried to make job creation

the responsibimv 0' ‘h‘ _""'""
government and had,

failed. .
However. his stm-

did not mean the saver?!-
ment was mingm back
on the unemployed.
Instead. it accepted it had '
to contribute to the cre-

ation of “an atf'msi’“?re
where there will be tn-

u—

“taxation without

. =in u L
stsheru Mstshem. said yestetday fl ~

mutation" was hiel- ehmber ofLommerce has
1a.: bl“Wm' Is VAT ad my land ‘irged that basic foodstuffs

To page 2

   

  

   

U

a meeting had not been re-
| ByW”LIFE l eeived.

Mr In a last-minute plea to
that Du PleSSIs. the Cape Town

we removed from the scope
of VAT and that the R220

' : millon set aside for pov-

l erty reliefbe increased.

National strike

fouI-dsy national strike
was being discussed by the

' federations and other non-
aligned trade unions.
Cosatu general-secre-

i tary Mr Jay Nsidoo has
warned that VAT would
lead to a “tax revolt". say-

} ing resistance would spread
l to income tax.
l He said the meeting with
De Klerk. hopefully by
Monday, would determine
whethertheworkets should
go mead with industrial
action and saidVATshould
be postponed until consen-
sus was reached on the
zero—rating of basic food—

‘ t;- stuffs.
Nactu general-secretary
Cunningham Ngcukana

scoffed at the Govern»
ment’s pledge to set asid
R220 million for poven
relief.

“This is an insult to O!

 

 

Wm was econoimc

yowth.saierDuPles-
sis.
Asked about the

thrutsofinsslsctionby
the Co-oulimting Com-
mitteeooVATifthegov-
emnentwentaheldwith

vestment and job cre-l
ation" .
The solution to unem- ‘

ation of '

ed: Barend
the sympathy 0‘ 99°F“ as
VAT was a good tax.

It had already brought
mthe We: of cement.

he added.
Furthermore. he

added. the government
couldu be forced to in-
mm unions in tax -

policy-maki"! decisions.

~v-4—.

 

. MhMWfiM'fi/u‘gukwuw topic. nsbaotuteiysiii
WM. 3. ~ A hat tine Wot ca

i 0W“meTumwluphe-3" °',‘Wm" _ Mr T—‘ouly subsidise foodstul‘i
such as eggs, meet. {res
vegetdia and cheese in
steadofzero-ming them;
Ngcukam said.

Negotiate .
HesaidNacmwasagree-

. able with Cosatu on the
l possibility ofsstn‘ke “be-
cause Du Pleuis is not pre-
pared to negotiate" and
why it was unpaati''ve that
De Kieth should intervene.

Writing in Business Day
My. Matshem said:
“Du Pleasis had a number
of options to resolve the
issue amncab'ly.

“The implementation of
VAT as it stands now may
lead to a tax revolt. It is
better to change through

[negotiationthantochange

said.
In a statement on

Wednesday. the independ
eat but Government-
funded Vatwatch group.
said the impasse between
the Government and the
VAT Coordinating Com-
mittee was complicating
the task of Vatwstch.
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How to get Value
from VAT

  
Your VAT
questions  

Q: meAruma-anfiu
chargedshapdlll?
kygimmywseemmepct
orontheshelfiethepriceyoupy.
VAT'uindudedinmepriee.'l‘h'-i
abotnnohdveflieingnndqnaa for
servicesflhepcicethntigivenim
pdae,withthetaxineluded.
Q:Hovu—nymofVA1'-ethn?
A:Justtwo.'nnesw:ateilo
percent. Then then '3 the m me
(nothingunfl)onthaeimvhieh
mexemptfiomVAT.
Q:DolmGSTg§_VAT7
A&VATWGST.VATM
GS‘Dieanindimatu.Thedheettu
many of us pay —— income tax -—
nmaiminplaceandisnotafl‘eaedby
the changeover to VAT. although
considerable income tax relief has

been notonly in the
bwefingofnxnmwabothehig
imptovement of manied couple:on
longerbeingtuedontheitcouibined

9.13M VAToaaeliedsr-vieu?
A.Rdepenthwheteyoup. Pmle

Amway

vilpyNOVAToutbeeeseI-vieee
mmuwumm:
mammmnm
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munwummnmor-
MMan‘crbyAungt.

V ”wrunanhave
Mmfievxl‘wmchmey
Waco” (mmm.

Q.”WMMIe-nyoue
uwm—pw,

AWWMgmed
auwndeofimNO‘l‘hxed.
Sammwbyanmdi-
mmnnempt’misium—
jorpointoldifleteueewithGSTJhe
ddmlndtobep-‘dvhenindividmb
W in the ale 0!M This
symbibmy withtheinuodue-
tionalYA’l‘.

Q.DolhntonVATwhulufl
nylons!
A&Mbmmdmle
Mand so does not attract
VAINordoeelbuyervboiepnr-
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mmnhdividual :ellinghisor
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a“ n, has? I: VAT“
then?

AVAThpeyebleoalyonheem
Mmfldl‘mtbelfl
valueonheale. Mihfioofly
payable ilmeapntuhinierm-
myinpmedlanATpupu-a.
Wfldymumm
ovenofmethnlllsomneye-
HAVEIobelewendfotVAT.)

QJVUM-ybdarnynd?
AVATdoeenouppbeboud
mt:oneat.NcrdoeeVATnpplyh
sectional titleorbodycupufle lev-  

SouthAfiicaWg
VAToDAY, Cheun- which anleAdded Tuwlll be llh'oduced, body
“my.“yhuh-amdmdypu‘dmhfiechw. It's
w»: VATco-uhSoutIAn'ie-onMoldayfieptenberfl.

Twootherthinpmminztheme,
10$,endd1efaetthtmnym'eim
willeerryVATtlnncuriedGST.
FewothetVATimmmsocleu
mmmmmam
mmdthenewsystem.
hoplememapmmdfwmy
clung: to taxation mun additianl

ummthefnets?
Expatscfiffetmsanemmhn

thenislxmdagreanemthtVA‘l'isa
better tax sysem thn the old 681'
mWnaencieslikeme
WoddBenkreeamnendit.(Oneofits
«itch forW loans is en
dneiunnxsynanhthecamyto
nedvefmdlnc).
Whaamhveoflue
mamtaV/A‘l'fiwiysom
mlive now oped fa VAT
andmlzmhthepoeeudem

Uxh’VATllntuvliehhuines

MMEIRGhilliouaye-r
uvimtobusines.

313 m thou the effect on tln
awfmmy?
hotmLaiaeTaoer,chixmof
 

What
sCr21pping

than paying it?
vnkammt-ce job
081'. Buwhyclnnoe? thhy
pytuuulln
Notunullseemlideel. Bail?

Winn: ax.W hve m
mywpyfaheehhmfuemd
mmmwwam
mmmmmm
brboundeeay.
Foreignloemmmmem.
Ymbwwmymwm
Webnmmoumny-a
136m...udonewaylldlw|hhx.

Floodtelieflndfamimuliefllveto
bepeidfa. MW”
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meeting men (run the
Oemhwwhep-ntninedmd
oqnpped. Thenmeylutoeome
6mm

Ymtbwyemhyedlmin
mfincthtninelepouible.

FAIRANDEFHCIEN’I‘
kkinpnmfltlnthtusym

wadsptbeueffleieflmdfaitu
ponihle. Effieien--sowesetinthe
mulled. FlitsoeverySouh
Afiieenmheneauihliontothe
mum"shun.
mmwmmm
WdWh-seeleflued

0 Cont.p2

VA‘IWATCH, points 011 sane prices
slundmdowninthewakcofVAT.
lt’sherjobtohelpcotmmersgeufair
dealouofVAT.
Wlly,theexperiawelsthat

VAThlsanami-inflalionary effecton
tlaeommrpficeindexflhisformof
mlnlpskeepthelidoninflationand
tlnefuecanhelpadmrypeoplermlc
eubmeet.
One reason for this was that the

alternative 681' system forced
busmssa to plsh up then prim to
recovertheGS‘l'theylndtopey.
Bmimfammelveepeying

CST on itetm like delivery vehicles,
mclfiruynlnpfilfincmdmm
Allofwfiehaddedtotlnircmm
11w additional costs m worked
intothepriceofthegoochpuhaeedby
MMMWthenpeida
price tht hid been infleted to take
mnefGSTonhsimmAND
peidGS'l'npinwhenheorshehmght
hhairas’swoduets.
W3]. VAT hub the GST-

an-GST effect as ellm can
subtnctVA‘l'peidonitctmtlntlhey
use to run their business from VAT
eollectedausala.
Businesses will lave leaner cost

m:ndthebeoefitmbepaed
on to commas. ln othet mus, an
amonmle 10% price rise on ex’nfing
prieaneedwhehzv'ublewheuVAT
malnAmrhe—ORDROPIN
PRICE—wufldindicatetbfirmm
mudtowmnviwtoadmry

People
Vigihmmmcanmthey

meivevnhnefmmValmAddedTu
byheingvaymtchfiflofpfieedsee
enibychllemimmmmmedpdee
increases.
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VAT storm fuelled
by Tran‘Snet shock

rate hikes
(‘ \PE l()\\\

~ttsrm met the

~— Fhe

gmern-
mum \ gontrmerxutl

xttlue-ttddcd tan \\;1\
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.q 4 .Nt tn 5pm.," ., I ‘ , _ V .“ hoped the? would 56 Party leader Mr BENGT WESTERBERG share a laugh as they meet..t tt , . , -L Mr Albert Schuttmultcr Incre.t~es In harbour passed on m the con- an" gunn‘m‘on‘ in Stockholm "IOCOnmmms the lee
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percenttor Petronetncr- at present “e dumtmmg also ”56 making South asststant dIrect0t ot it e Sochnm

mes (O the economy and fl: ”'1 AMA” products less SA Consumer Coanm In ‘

('nnxumer hodIex \cs- the lace ot etn-ertttnent compettttve in world mur- Pretonu. "Hd ,t e m- 0/ eVidence Of A,
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good~ transported by +’.-
AT.1“ interests f Trantnet and the Cmtt

V O .n pm ifsavings or pu 10’
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the gm! «It transpornng Ill MIl trttnxpttrl .t...‘ pt“

econority, says Sacob
  

  

exacerbate the current

poor busmess condit-

 

day. Sacoh saId it had
urged Finance Mimster

. _ ' "Ltd:Mt Barend du Plessis not to

“153%,: postpone the Implemen-

‘taxW tatton ofVAT
Sacob satd any post-

ponement could lead to .I

severe Impact on employ-

   

there was a ptmIblity of
allowmggwthen qredmng

7.33%“ 0mVilma! 2: _ _
hattonal Input tax onWr, ’
chases from nonrefi.
tered small firms

could a discussed wait

the authorities.

ttli‘L'Ci mnxumt‘rx

  
 

onto the consumer.

Worse oft

"The consumer Is heIng
confronted by a range of

cases over a l‘ltldd
t and It looks as It the

umer Is gomg It) be
se off after VAT than

   

 

1710;”thwas thh CIST

However. he sand it was

heartemng that Transnet

  
THE Coordinatmg Com-
mtttee on vulue~added tax
yesterday and It found
the government provided
no eI-Idence that the cost
benefit would be passed
on to the consumer. fol-
lowing a report by its
worktng group.
The working group was

made up of members of

omy by lllLrCuung compe-

tttlon In the manufactur-
tng tndustry. but the co-
ordinattng commuttee said
this would take place at
the expense of the poor.
k saId thefiesructurtng

of the economy would
cost about R6 billion In
lost revenue to the gov-
ernment with about R4

Increases would push Int‘-

lutIon up by three to four

percent. It stud thIs lH‘
crease would probably be

htgher for the poorest sec-
tIons of the communtty.
Regarding the cost to

husIness should VAT be
postponed. the co-ordt-

nuttng commtttee satd It
appeared thts cost wouldIons and delayfi»the start “went levels The' chaIrman 0f the had kept the Increases m the Department of IFl- billion betng made up by be mainly to the retatl

of any” A.fifth th “There are I 3, id“- Pr G M p ( nance. busmess orgamsa- the consumer. sector." v. . , "m" roup r eer lessthanthefullVATrat. . . ‘_ _ ,econon‘tv say: the“$005 that the V ; ctr Wn I send VAT of '0 rcent ttons. trade umons and From eVIdence pro- The commtttee also
South African 5.3mm“: re' grgrifib- mum). mam add..- u pe " members .nomtnated by vided by the working found government and
Chamber of Business. level of eWflctmn tonal m” on me pm, Ihe latest Increase the co-ordmattng commit. group. It was clear that busIness had prowded no

 

  

wéeld not affect rail com-lo a ~tgttement ~e‘ter- n when , ndu ed tee. the poverty relief pro- eytdence that there wass VAWEWWMG 3 WW“;*3?P“gm ‘ The Coordinating gramme can not compen- substantIal Investment.
Furthemore SM?ticular Viv,“ V firs Sheila BaIllIe. Committee on VAT has sate for the effects of both Internal and exter-

sand the: find " '; rman of the"Cape‘ teequested that the De- VAT on the pout.” the nal. qultlng the Imple<

 

ponemem would be
enormous natIoIml

waste”.

Sacob also appealed to

  

   

  
consultanonis absolutelx '
necessary especxally tor
the introduction of a new
tax system which requires

- costs would have an ad-
verse impact on the econ-
omy but expressed relief
the Increases were below

 

  

  

ity and water. trade union
subscriptions and that
amendments be made to
the VAT Act to avoid

provided no eytdence that
the cost benefits of VAT
would filter through to
the consumer.

he seems ' ‘ -‘ panmentof Finance zero- statementsatd. mentatIon nt‘ VAT. and
vested large sum.»g' ““"rgiz‘ Hausewtves League said‘ rate food. medicines. Thecommtttee charged found these Investments

new system andpost. firmer angtncreases '0 "305W" medical services. electrtc- that the government had would depend on a much
under range of factors.

It also found that busr

ness was not able to sub-

stantiate tlh clutm there

 

 
 

 

  

' .- .. ; . .. j. . “’PCTCCM prejudice to small bust- “In a recessionary sttu- was a "dummmg up" of

?;gfiwgfiizfimg "£33 “muggy; 2:65:21 Mr Ulrich .Joubert. ness. that poverty relief atton wtth high inflation It orders for capttal eqqu-
smaller firms ma; were to the fauna of the 3m. Cl"er CCOHOWSt f0! mes must be ne- seems likely that these tnent. leavmg tactones
"m regtstered as VAT Ish poll tax ”gm“ which Tranxnet. pomted Out gottated and that much benefits wIll Instead he Idle. The commIttec

vendors and who would was ~de upon the that 90' only were the stronger controlonabuse used to Increase cor- Instead charged that d
not therefore furnish British public Wm. insuffi. Pew ma!!!“ below ”it of the tax should be im- porate. profitabt'hty." the much wIder range of fac-
VAvam. ctentconsultation and re- Intended VAT rate but plemented. wdmatmg committee tors was involved. .
The chamber saw u gamfi '20?t Increases could he ‘The information pro- sand. The commtttee said It

was in me mum,“ of He said pressure from Cllmisd DOCK from the thed by the working Italsocharged that the was to meet and discuss
' larger firms to assist an mfmfled British.pub- RECflV" 0f Revenue. he groupindicated VAT was implementation of VAT their findings with Fi-
r smaller mm mm licresulted Inarevetsal at said. intended to lead to a re- at the present rates to- nance Minlster Barend du
-‘ ptobleutsotVAT compli- coat. “South Africa Only 5 Pflcfl“ .0‘ structunng of the eenn- gether thh‘thc fuel pnce Plesststodayt —Sapa.

j ance and encourage the could not afford a stmtlar‘ Transm” Inpué 13°: "
growth 0t small fin!“ financial burden at this we" 3mm“ by S '

,1 Sumb also indnIted added.—“'5‘”

I

3. .e ti- VAT pickets
‘ ‘- ‘ m V aal Triangle
f mmyes- J". the date when the number of tucturtes.
temp and controversial tax would shops and mines In the

I ' . W helmplemented. Western Transvaal.
again! the Who Cantu is demanding According to the Cosa~
non of VAT. the postponement of the tu Statement. applications
The when. called for implementatton ot VAT to hold demonstrations

by the Western Transvaal until effective negotta- and pickets In Carleton-
tep'onal of Count. were tiom has taken place on ville and Vanderbijlperlt
held next to the offices of the tax. and the zero-rat- had been rejected by the
the Receiver of Revenue in; of basic food stuffs. Town Councils while
in the towns. m rent and elec there had been no respon-

ln 1 stetem Comm tricity. se from the councfls of
said the pickets would Pickemanddemonstra- Parys and Ltchtenhurg.
continue until September thus were also held at ;I - Sam.

M

n l ’II-J- f“-:... I 



 

1984 the SA government
brought blacks into the unified
taxation system together with
other population groups. This

resulted in oneoman, one~taxpay-
er, but excluded the more eager-
ly awaited one-man, one-vote.

Despite a public outcry of “No tax-
ation without representation", this
did not lead to a tax revolt. The
reason may have been that blacks
Were integrated into the system to a
limited extent only. Each year the
minimum level of income at which

‘ tn becomes pa able has been
raised, excludin rom tax liability
the majority of lack wage—eamers.
The motives for this are mixed -

' ififluding administrative problems,
fontlcal considerations, and possibly

Mentally, the Margo Com-
t mission was also established in 1984.
Its main recommendations included
the exemption of dividends from the
lnébIne tax net; reduction of estate

" duty and donation tax; separate tax-
i M60!) of husband and wife; reduction
5 '0! boiporate and individual income
tax rates; and movement from direct
to indirect taxation.

In response government has abol-
ished tax on dividends; reduced
estate duty and donation tax to 15%,
almost separated husband and wife
in the tax iormula; begun gradually
reducing cor rate and individual
tax rates; an moving from direct to
indirect tax by introducing a more
broadly based indirect tax —— VAT.

 

This has delighted rich people
who alloped to the bank with tax-
iree ividend cheq’ues. But what was
in it for the poor.
Margo also recommended the

introduction of comprehensive busi—
ness tax. It failed to win acceptance
and plans to implement it were
scrapped.
One was inclined to expect that,

with the scrapping of comprehensive
business tax practically all the
major recommendations of the Mar-
0 Commission would became de-
unct. But this was not to be.
Instead, government 0 ted for the

second choice — broadly ased VAT.
VAT entered into the SA economic

structure via the back door, so to
speak. Now it has become a contro-
versial tax system. Many people —
voters and voteless —— are expressing
anger at the way VAT is to be im le-
mented at the end of the month. he
central issues are VAT on foodstuffs,

 

 

 

is the

Opposition
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Oppresswe system
fuel of black

t VAT
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medicines and other goods and ser-
vices that will affect the poor.
The government’s reduction of the

VAT rate from 12% to 10% has not
helped much. Many pCOJfle believe
Finance Minister Baren du Plessis
made a mistake by increasing the
fuel price when reducing the VAT
rate.
Now a visible resistance to VAT in

farticular, especially on the part of
he voteless community, is owing.
The state is finding it di ficult to

secure a satisfactory tax obedience
from the black business community
too. For example, black businessmen
refuse to deduct tax from their em-
ployees' wages, and they are also
reluctant to register for VAT.

This culture of tax resistance and
lack of obedience to the law does not
exist in a vacuum. It is the result of
the country’s political and economic
history.
For a start, tax, and VAT in par-

ticular, is perceived with a political
e e. The issue is you cannot tax
p e without giving them the vote as
well. Therefore blacks view the pay-
ment of any taxes as inconsistent
with democratic princi les.

Secondly. a direct re ationship is
perceived in the relationship be-
tween the payment of tax and the
utilisation of tax monies.
Many black peo le perceive that

the tax they pay is ing used by the
government to buy guns and other
dangerous weapons to kill them and
for the furtherance of the apartheid
system. They also feel there is no
link between tax and their interests.
The Inkathagate scandal has wors-
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sang: this percepti b VATfisM
to oppress the ate more numeromg -. a

majority. * played to ‘ j btml
A third perce on a ,. q, 2,.“ believed the t y

blacks is that , .3w ; .de r a f 5‘ f .
GST with VAT is n a3m"""a’fe rich (whites > Ilium Ii . con-
ter motive employedV-‘g,’1m for roc- . le. w
and hence wealthy M Fourth yJUIfld'e '_believed mat
transfer a greater pro” indirect taxes -— whether GST or
tax burden on to the shoul :=’;“-.‘§”» thb gig VAT - are “M“fi “0 "Wt ‘9

Wt 13. CH "" that indirect taxet are calculated at

Q‘account tigilbility to pay -- a re-
essive ‘ ; structure, a system

‘gvrhich redistrbutes wealth from the

  
  

does the opposite, is seen as more
p ate. . ?

maynotbe ‘ newsto
. whoar that " mm
fetoohi , ‘
jlagreethatexceutvellleomet“

3 orthesake
itheeconomicim ,,' lam
; ,. r, eater lie ance should he

ax could be phased out over, say, a
period of five to 10 years so as to give
the voteless, poor majority some
breathing space. Wealthy taxpayers
must accept this, not as revenge for
the years of oppression hut as-a “wel-
fare attitu . .

ernment cannot be seen to be intro-
ducing new and major economicCl DU PLESSIS

 
~54

:1 poor to the rich. Income tax, which ;

ased rod “Vim I m
*lggirweeiler, (9 uc ”o?“m

on irect rather than indirect .

The fifth penception is that gov- '

p'olicies such as new taxes when con-
stitutional nefotiations are about to
start. The bel ei is that government
is trying to pre-empt any new tax
hey t at a new government may

allow in a post-apartheid era. Fur-
ther, black pectic need to begin to
seeadirectlin betweenthetaxes
they pay and the application of those
funds in the direct development of
their communities.

Sixth, if eminent is that hard-

calprideandconultedptopefly
with ' tatimolthema-u,

mmmmgsmw . won
acceptance“ tofitfld, mu
alone,he‘miuedthechaaee. -,
Allthisshm thattherootd‘the

problemive' tatcewithV‘A'l'is
‘mucholder ,thanthilh-
'MMMO‘VATI .

Unfortunately, the solution to the
VAT problem will havetotaheinto
acconnttheeeolderand
sues'l'hepoorleelthatthe

‘tlonofVATshoeld. nutm-
‘these economic “fitted

ms“

qr

problems as still a
voteless ties very in

Granted, there mean!» a difier-
ence between and reality.
Nevetheless, perceptions must
be acknowledged.

Major political organisations
sucllB is the ANC and the PAC have
exressedthedesh-etoggtgreater

ticalsense'l‘hedangertobe‘av

thetit‘hri'ltensthe‘
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NE week before VATday, the public has

suddenly reacted. Trade unions and other

bodies have opposed the tax formonths, but

somehow, the issue hever caught the popu-

lar imagination. Until this week, when thousands
A
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marched through the streets of several towns and
Cosatu threatened a national strike. For details of
what opposition leaders describe as ‘Barend dtt
Plessis’ Waterloo’ and for discussions ofthe prdg
and cons ofVAT see PAGES 3, 14 and 19
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