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Coordinating Committee on" I‘I

e .
ZP.0. Box 260483 Excom 2023 @ (011) 832-2032/9 fax (011) 833-6330

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.



‘Put VAT off for a year’ pleads

Ackerman as storm r

FRANS ESTERHUYSE and SORCHA VASEY
Weekend Argus Reporters

THE storm over the govern-
ment's controversial Value
Added Tax rages oo with new
threats of widespread indwstri-
al action.

In a dramatic plea, super-
market chief Mr Raymond
Ackerman has called on the
government “in the interests of
peaceful megotiations” to put
off VAT for at least a year.

Amid a new wave of 8«:-
tests, more than 20 anti-VAT
organisations have urged the
government to enter into nego-
tiations for a more acceptable
system.

Pick'n Pay boss Mr Acker-
man said on Friday night. “In
the interests of peaceful negoti-
ations the i tation of
VAT should be delayed for at
;:-L‘» 2 J:at."

Mr Ackerman, chairman and
chief executive of the compa-
ny, emphasised he was speak-
ing in his personal capacity.

make a decision that is good
for the couwmtry.”

Mr Ackerman said the im-
plementation of VAT om Sep-
tember 38 would result in a tax
revolt.

“VAT is dividing South Afri-
cans at & time whea the coun-

ot Bl o

“The leftwing feels very bit-

The public
ly and the things we need
are demoustrations and
marches in the streets.”

The Receiver of Revenue
was counsidering allowing re-
tailers to sell m already

that this would be reduced to
iU praveut ai dre Whs, DU Ads-
erman said.

“This is absolutely crazy and
1 am totally opposed to 1&0.1;.

ages on

e mental mustakes” in introduc- |

ing VAT. These were that:

sations not r
unions;

mendations from Vatcom, the
committee established to hear
and consider representations;

M It had in-depth discussions
with an Internationa! Moneta
Fund (IMF) delegation, mu
of whose advice was accepled
without substantiating the rea-
sons for acceptamce;

B ]t failed to allow parlia-

obtained;

profession.

B It failed to comsult widely
with the major political organi-
epresented in par-
liament, including the trade

memnt to consider final recom-
mendations and motivate
amendments. The consuitation .
process was therefore imcom-
piete and consensus was not

B It failed to react in time to
kot nhhu greene arh ae laral

authorities and the medical

The y said tie number of
basic toods zero-rated should

“If 1 was wearing my Plek 'n
Pay hat [ would say go ahead
with it," he said. for

If VAT was delayed his com-

on it had spent on implement-
ing the system.

But he said: *“Mr De Kilerk
should overrule everyone and,

Dy ms

sations, business, trade unsous,
consumer organisations

Meanwhile the Democratic
Kmy stood to lose the Rl mil-  Party

has called on the govern-

“"%F Ray

_:¢'2¢)l'l‘n”1-:d()-'\Nn,\;o M‘U |

has
as many months and more: to clear

' up confusion about the new tax, and

to publicise its benefits and
attractions.

If government had decided to re-
dmmppuc?t? to 10%, but to
e a on to previousl,
exempted goods, it would hlvz
found a way to get both ’
across to the buying public. The
must now be done by the govern-
ment-sponsored Vatwatch commit-
tee, whose members have found an
alarming degree of and
plain exploitation as the implemen-
tation date for VAT nears.

The decision to implement VAT

was taken in February 1968, the

VAT committee published
tihhbrury.mw t should have
been the touches to the

It Vatwatch is to-be a public
watchdog, it needs to be seen to bite.
That means humiliating ters

by pub names.
Heity would help eliminate the ig-
norance which makes the exploita-
tion possible. And if it
some prices, that is what VAT was
to do. Because of those
wasted months, the few who
remember don't believe it.

L

i

major relief organisations to
negotiate amendments to the
VAT propasals. i

The Democratic Party has-

and listed the government’s “funda-

be increased; targeted rellef

ramrues be in place
E;oh«mba 30 when VAT is
Introduced; adeq]ulte maney
should be available to cushion
the impact of the tax; and VAT
should not be imposed on medi-
cal services and prescribed
medicines.

]

[

| It overruled key recom- !



AT victory — But most
tax-payers still can't vote.”
This headline,

latest Labour Research

Service publication, pin-

points nicely the underlying

notive for the union-African National

Congress opposition to Vaiue-Added
Fax.

It refers to the reduction of the VAT
-ate to 10 percent, and other conces-
sions.

The “no taxation without representa-
jon” theme is a valid one, and a neat
stick to chase the government further
in the direction of an interim govemn-
ment. But it should be stripped out of

blunt

THE WEEKLY MAIL, Septernner 20 to Septermber 26 1991

mcﬁkosmvrmsmnsmvn LOBBY HAS A FAR CASE

Unions seiz&€@h VAT as a
political we

VAT, or VAT s pr
ment of the building mdustry.

The circus that the implementation of
VAT has become is due in no small
part to the union movement confusing
a political issue with technical ones —
as well as crisis management by the
government. '

Take, for instance, the leader of

We're a week from VAT Day and
the controversy still rages.
We asked two writers to argue the
case for and against, starting with
VAT enthusiast
REG RUMNEY

apon ...

this on the grounds of a lack of con-
sultation, even though the Finance
Ministry has agreed (o negotiations

Co-ordinaring

with the the Cosatu-led
Committee on VAT.

Just as amusing is Cosatu finding it-
,seif in bed with interest groups such
Estate Agents Board and the

a8 the

19

The danger behind the circus-like an-
tics has been that a fairer tax would be

irreparably damaged in pursuit of a
political demand which could be at-
tached to almost any except the most
technical legal changes. This Du Ples-
Sis seems to have resisted.

The strangeness of Cosatu’s bedfel-
lows goes beyond irony.

For example, it now by implication
subscribes to the zero-rating of all
medical services — public and pri-
vate.

Doctors in campaigning for zero-
rating want a beuer deal under VAT
than had under GST: zero-rating
means, for instance, that a radiologist
can claim back all the tax he has pad

the host of other real and imagined . ; dispensing doctars with wham it 0Of- - on exp quipment. Ex-

. ‘n":hlnd ‘umg’me South Africa’s union grouping . mally has next 10 nothing in cOMMON.  empton would be the same as the

4 son of VAT, in a ielevision debate with Finance The Congress of South African- O the government side we have Du GST system. Now, he charges no

implementation : Minister Barend du Plessis simultane- Trade Unions is in favour of extend- Plessis with VAT in 8 way GST on his services to paients, but

1t is politicaily unfair to hump the per- - cusly admiwing VAT is in principle 2 ing the social services net, yet it pro-  which ouly gave the impression of gets no tax back. And why should

ceived illegitimacy of the government good tax, and calling for its delay and | motes militant action against a tax weakness (0 friend and foe alike, and doctors get tax back, when others

with, say, the supposed unprepared- a host of prions which will make | which will raise desperately needed ~did not serve 10 stave off union resis- | don't? Surely they be pressed

ness of the business sector n handling | it less efficient. revenue 10 fund those services. All tance. {10 pass on t0 patients't savings
they will have than get even more?

%8066‘ Again, why should food producers

be favoured by zero-raung when

- douu;mmwusf are not? And so on.

! ‘ Z,/ — But concede for a moment Cosatu

i —— 7 has the right to lead the fray in the

i Eal = battle of specific interest groups to

! —— . ! ) serve their own interests. -
' 77 24 #& fh What validity do Cosaru’s general
RN NN MeDicinNE ! 'ﬁ{: ) of

It’s the tax: of the tecl

Another line of thought (not neces-
sarily Cosatu's) is that VAT, as a

-— = broader indirect tax, forms of a
frem of Soutn African , VEOW-Added Tax may be 8 1 fhe VAT rase had sl trnd towards shiting ax from com-
—denissthat  DOUSY tixation system but k is s0 the of | pamic. Public  panies to individuals.
Valne-Added Tax is a tegle the poor that will be information has :the gov-  And herein lies an economic misun-
hardest hit, responds Das still not s Inter- | derstanding. The distinction between
™ Sales DREW PORREST amather on the tax, ner 2 single | the tax business pays and the wx indi-
ularly at higher levels of tm- introduc- video. Seuth Kerea pre- | viduais pay is somewhat antificial
South Al e government — but wellhre bodkes pmpade e 80, | What's good o busicam, i o
ety iy ety "m""""'l:_,"’.:';-"m:'"' lnvestment. No  for the ictividuals who wark for
broader scomomic snd political ramill- frood &thdﬂ& llyouwflkthhe;ovmmix
-2 - dominant po-  doesn't maner who pays the tax, of
s widely accept- VAI‘:“’“W:?:;: African National course. be
HH_'J-— n--m‘ m oe
-duVA‘l": ™) Doen O3t of weer countries has m::em.lb'nmunmm-
coupled .um—ﬂ.m o). e
“werking grony’ o greerusnent retas: D Niers we should be
VAT afics bwnder 08viur e sbout tip between VAT
“bh.ﬂwﬂzl the University and profitability is in its inflationary
.-b.'-hn In coumtries with majer be not be at the expense of the coun-
It is the peer whe .:‘ m-&-.-.u' .I'y.h qi::ﬂm o have
prepeyrry 1 ot n S, " Tioked wp with it 10 push their own in-
foed. terests pdher o & self-
28:. -‘:." tanes en machinery — sbout VAT. The more who be-
. thess net be passed on o the consu- lieve the benefits of VAT won't be
The b effectively con- mer?In | passed on, the more likely ifis to hap-
ceded this by R220-million they will aimest certainly be used to )
for poverty relief. This s alnost cer-  buttres prefits, the uniens That is sad and ill serves the commu-
tainly inadequate — Vatcom identified , twe major nity at large. VAT could have galvan-
16-millien South Africans ucers last week eqmivecated on the consumers into actively protest-
thﬂ-lmhd.vb issue, sne smying it would pass o ing about price rises instead of
relief - . : 'wholssalers increase their Mo;puwnityhubemvad.
e, ST S i
Inbowr . [ s
:'L""' ‘J‘lw :-t&lbﬂ- o taxation? The gov- 2 comprehensive e 10 work beter becsase it
Tegisured wellars ergamisations, sys R i worth peinting out that many- '—"mﬁ!" dosmm’t allow exceptions.
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Minister on Tues-
O From Page 1

Cosatu
tish public warned
tax, ;w_ernmem
for the mass action includeds’
Cpsatu intended to

people.” be said

islation to accommodate
com. In addition, Du Plessis usé§

just as the Bri

Thatcher

‘e told the Finance
about poll
Whea asked how
cott the payment

form on September 30.
Proposals

day that

Dot succeed with a
will of the

and

—
meeting with President
\'\\K\q\
union movement
to pressure employ-

and the Afrikaner
deductions”.

’s downfall —

Sacod

5aid he believed the trade

had “sufficient
ers o halt PAYE

an grgent

the integrity and via-
y in implements-.

destroy

AT. and a dela;

tion could jeopmwt’e
© See Pages'.

Economists argue that more conces-
sions would

bility of V.

Jeading trade
tions were in-
government.
make proposals
atcom, the com-

the new tax. They
raised, major

AT with
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amendments have been made to VAT Jeg-

refused the latter invitation.
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and to be representeq on Vi
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tigate amendments to

e
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i t, Cosatu general secretary
Jay Naidoo said.
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In a lasi
promise. however, the committee would

14 Q(l‘ll
VAT &5
THE Cosatu-led VAT
mentation of the
political disasf
Thatcher

=
=

h‘qm;,_’”“q,...,g

.. PIonponut st [yp
udysm Awoueds ayy ur Ananoe d1Wouod3
10 13431 34y w1 [eA1Aal JuRdIpIUTIS € 3q [1m
24341 jey) suonedipur seapd ate asayy
S1943] Juawhodwa 13358 Kjaianas Pinos
sy . Awouodd ) ur uinidn maou Aue
Jo 1iels ayy Aeap pue suoniipuo ssauisnq
400d 1ua.1n) 3y 3)equadexa pinom. Juow
-auodisod {ue pres )) "LV A suodjsod 0y Jou
W3WUI3A08 Burdin sissalg n( o) adessaw
uadin ue pansst “1anamoy ‘sey qooeg

8uneu-osaz jo sanq
-issod 13y1inj ajednsaaul 0y pue juawsuod
-1sod € 12pISU02 0) Juawu 12408 padinay
.. Hoddns je1auad saiinbai Yrym wa)
-$As x€) e (Judnponyu) 10§ Ajjerdadsa s ies
-$303u AjaInjosge s1 uonjelnsuoy 13ying
Usym juawow e st SIYL S dnesdowap
PUB 23u e 10j suonenodau jo pioysay) oy)
uo st £1unod ay) se aanisuasui Aaemon
-ied, sem LVA Jo Butuy ayy pres uoiyduy
S Jwaud yey) s10das NIFTH VIOHYIN
., Sway
-qoad aq) 1no 1105 0} swmn y3noua juem jsnl
3M.. -LVA Jo uonguawaidwi ayy ur siejap
3jvuipiout ioj u.:doo_ 10U 313m 39 IWwwod
343 puw uown 3y) pres [erojjo njeso)) y
pies i Kiqiqennjosd ajei0diod asears
U1 0 pasn aq pearsur [ s)auaq Isay)
e £12wi] w338 11 uoniegjul yBiy yya uoy
-BN)S A1RUOISS303. ® uf,, Jawnsuod Y 0}
Y301y 1311 pinom Ly jo $11J3uaq 1500
3 18y 30upLaa ou paptacid pey juews
-UsRa08 jey) padieyd 2a)Iwwos L
100d 3y uo Ly jo 1095
“J3 3y4) Joj Aesuadwon jou pinod swwe,d
0id japR1 Ayasod 3 1ed)d sem )|
J3wnsuos ayy 4q dn apew 3uiaq uqpy
NOQE qiim jJUdWILIIA0E 0} anu3AI 50|

L oBey woiy )

Ut uq9y 1noqe 1500 pnom Suiouoss ay; ;
BuLnionnsss ay) pres )| 100d 94) jJo asuax
X3 ay) e Joe(d axe) plaom sip ples o
-Hwwod 3unjeurpio-od 4} 1nq Ln)snpui Ju:
-Anuejnuew ag) ut uonnadwos Juisestou
£q £wi0u0)3 ayy jo BuLinonises e 0) pes
0} papuajul sem [y pajestpur dnosd Fu
“340m 3yY) AQ papiaosd uotjeuw Jut oy
Pauswagduwir o
X} 34} JO SNQE UO [011U0D 1aduul)s yoau
1843 pue pajerjodau aq seusue8o1d JEITEY
£110a0d jeyy ‘ssauisng l1Bws 0) suipnfaic
Pl0AR 0} OV VA 3y) 01 spew 34 sjuau
Ppuswe jey) pue suondiiosqns uotun spes
1djem pue £)1010)03[3 ‘sadales [eJipau.
SJULIpaW P00} Ijel-viaz uawsedagy
AJuBULY oY) JeY) 15anbas pinom )i 143 se)
PIES 233iwwod ay; jeyy sjsoder edeg
wajqoud sy Apa
-W31 0} s3unseaw wiidut 1apisuoy vy Fui
‘114 310j313y) sea sanwiwos ayy [y 4 jo
Hed 51 18Y) Wwaishs ypaso jndur tendeo ayy
Jo 2%ned3q ‘sluaunsaaul [ejdes mou suod
-180d 0) ss3u1snq Buisnes Aq Juimsdn JHuIon
023 ay) Av[ap pinom Jusweuod;sod eq;
483) 3,)udWUIIA0B PAOU pey dayjnuI0s
) pIws S1ARQ ‘W) UI UIYE) JOU d10m
13 51 AvAd(e 0) saunseaw juatoy
LVA 3uisodisod uo pueys ) Buipavday
pew lam [y1) wolj
U0IS13AU0D 3Y) £q paynsn( syn0 soiad =g
310Ul 0} Ayjiqeul paatadsed Syojemies
uo 3uisndoj se |jom se LYA jo 51095
) Buneiag B pIwie Jiom sjesodcid
$.9NWWod Buneuipio-00 ay) pres o
.2A11813d0-0) {194 ussg
PEY SIRIGJO JUIWUIA0E pres 3y sard
-uadunuod pue siesodoid aaneque; jo o8
€ SeM )1 IRy MIWwion Y} pue Juow

i

. SNSUISUOD
249 SPIdU I "Umo 83| uo Adjjod [easyy
!-.ﬁ“ue!: 0UUED JuIUWUIA0S Jey) 5]
dde s = ST
sdnoul yoas 0} Iqnidadde ajdoad apnp>
-uj 0) padureads aq 0) Papaau WL
) PIAI||3q Y 'SIIIBW X¥) UO DNV )
puv nyeso) ayj| sdnosd yym uoneyjasuc
aow LRsew Jupapisucd aq ‘aders siy)
1% B JUSUWINLIZA0S U} HLOS PiEs IY
. WRJIRS 134 1 11 JayIaym
1831 Jou 81 11 yEROM[E ‘A3j{1qIxaL) Ful0s 3g
0) susadde 21ay] “uopmyNEucd Jo $5a20.d

_ NS NVIV b

Y} UIPEVIQ 0) PIJU SIY) JO JIRME B} YU
-ulaa0D) "mu] Inoqe| se Kea !u.--“_ HM_ uy
(2 ® 8] YL, Py
T IRen o1 pesa .hl uswsayods njeso)
€ ‘39)juiwiod AIos1Ape ay) jo Bupinyonysal
ui1a)-3uo| ¥ 0) 2319 Kew Kay) swads )y,
‘swaqoid Ly ednsaau; o) sisiierd
-ads xe) yuawpedaq aoueurg yym dn jos
dnou8 Buppiom jutof o) 4q passnostp ..M.u

T oBeg 01

-Hed¥] UBULY IY) UM} SNSUISUOD
© Judsauda 10u pip a8exoed ay) pres ‘dnosd
Bupyiom ) w WpjWWD a3y pajuas
-34das oyar sa1pmys (832 paigddy oy o)
-U3) s.L)savajuf) UM JO 1032341p ‘siae(]

$}JMIspavj d|ders pajes-01az jo adues
24y uapim ov pue uoneuIWIdwy 5 Yy

disod 0) Juauwuiancs oy jeadde juafin

pey anss) ay) jey) Aep o
-u(] s1UUAQ I8}18} 1824uy

Jeuip10-0) LVA PUE S|EID{}jO RjES0)
u:-!.:r.u 1eanijod sonisoddo pue suones
-jueBio Inoqe] AQ s13))ew JAUA uo Ind
-uf 1918318 3[qeUd 0} PIINIINNSAI 3q Asw
K1os1ape x€) $ INFWNHIAOD

34 uo 3yBnos Indul JOpPIAA

us uj D40A S|y pIppe Lepidsak uojyBiipg
13194 urwijeyd dnoin 13iwaiy
‘uonjesiuedio ay) yum 19)
-JBW ay) pastel pey satuedwo. jo taquinu
® 8Y) PIULI{JUOD 3DIN08 BJODIES ¥ Ej0VIES

Ao0[pesp LV

Y3noly) 10 £R23.1p si88elq g 03 UL
113y) $33.dx3 0) sjuswSeurw uo s[{ea
shes 13))9] ay) ‘spep
-uels Buial suayiom uo Jya jo 19952
3Y) 31e8au 0} I583.10U} p1EOG-3Y)-S50.10E %8
€ 10} Spuellap pue 9y11}s [viauad B ueow
PInod ssa1d01d L10)oejsnies jo ye| y
Juswoauodisod s 1y A 1i0ddns
0} ssaulsnq uo Burjjed ooprey Aep Kiejas
098 [819ua8 £q paudis 130)9] € saiuedwios
Jo spaipuny jo SQW a4) 0} Bunnquysip
un3aq aaey sajeijyjje njeso) ‘dIymueapy
Pauodysod uononpoljuy S)1 335 0)

~ 3N NV IV _

I PINOA 39))1Lu0Dd ay; - 0F 19quuojdag £q
U3aYe) 3q Jou pinos jyp 3O 5199))9 oy) e18
-1A3]]B 0) s3insRIW __.n_u_wh_:z 31 pojou oy
1q L2134 jo jou
Sadl

..5lesodoid paseq-p
€ 5B "UBWLIIEYD 93))jiuws 02 [BIUYI9)
MUwod Buneurpio-os Y1 ‘S1aB() sjuuegg
AQ paqi108ap Juawnoop 1 Ponposd sey pus
Aepung uo yiom 531 payadwod ‘ofe sysem
04} payst|qe)sa ‘dnosd SiUom Jujof oy
ot d9qiue ) oy
10j  parnpayos xey oyl JO ULy uew
-3(dunl 3y} uo snsuasuos 31 14IES1 JB peusje
$X18) Youp-)se| 10j Aepoy LVA U0 soppju
-Wwo) Bunjeupio-o)) paj-n) I50) Y} jeews
|11a 5158314 np pualey 191/t HONVYNILE

A Y®31q 0} sy[e1 yo)Ip-1Se|



v a08EeT 8-

- - 2
ial action — which would

ssaursng
Aq 22185p uepd © O
TPAYIG UG dARY SN

0 ayy duipaedag
SuOwN JO uone

xe) g
JO g 0o o) saun
SEWw pu 108 Auaaod

J0 uinanb xp

-uswandwi 2 e proy

Winosy 121y e siyousg of o1 31 ) o

W Aue ey 0uIpnd
ou papiacad sey Juows
-A0f 241 ey pow Juosad
Moy o) 3wy Aq swan
9 soneyur wonndo

P LVA U0 2onmmm ) -
Suneuipio-o) sy ing

sy uwo dugpe> psniny
jo Juwudaq ap ouns
sourdwoo oy w0
K32 vj3p Smaleo ur usoy

APOINN SI JYA udgm
Anate 500000 0 (243

- - ap — . ol
\ § S . '
culminats in a general strike — If government implomented VAT st the end of the month.

SEm A‘-n-:- sapesy z- o
1) Kiuoud oy,

u oud Ay paredao e

53m SUpL> Indw JVA

JO SH2UIY ) wy) NS
01 saundwor ureu o)
s L0PXhu MNaA2 Eusn
i Aumidwos v 0) spevon
-sagoxd pumnice o1 1 e
3 01 PR\ A Juoees
Y puIprUE oqe 3y
‘XR) MIU ) IOgR
10 qol s Mo e pmoo
» s essaoou g ymp
WA hpoq  Sopwpeem
) 0} VUM [ERVCINpPE
PO 1IN QY

AU

-u aoud yinosy pad
RC UL R TRL T TE
wo> o wo povad asom
C__ia.aln P unm» 0y

M U A ey
®3q g 0 ey suon

71 mb ry R Lo ]

a

bosch
reau for Economic Re-

to

push

could push
rate as high as
in
xtra
% to
T if the effect ..
price hike | |
t.

y by the Stelien|
an addi-

ing factor.

tion rate would
'y remain about 15%

for Septem

was lik

remain in

component

to worsen

said the in-
could

ge points to

‘might

0 gh as 16

uel

d a recent study
the major causes of
on could
by October 1992.

ber. while VAT
ely to add an e;
tage point and
te ag hj
food
and was likely

in
ggravat
infla

Bureau economist C J ge

Jager saj

showed
VAT would add al;

AT
[ lite
VAT woulid be
tional a
ve percenta,

|

The

duction and the recent
probabl,

price increase

| PRETORIA — VAT's intro-
the inflation

16% or 179
stud
search has found.
place for years.
Wwas taken into
However, he
flation rate

Bui
of the of the f;

the CPI's f
about 13%

inflati
percen
the ra
17% in
fi

———

Z239vd Ol

pinom uawusaaod aygg
pres sissajd nQ AW LS

uon pen pue siydy

‘SANAINR [EIIPIW *SPOO)
aseq  10)  Suner oz
v papuewdp Ay Xxe)
mau 3y} Jo uopnsodun Yy
suneBe 1s3105d jo yom
e paswedio aaey yoym
‘suoun - sapes ML

-wey WOOUL-MO] OU JARY
Hm  EVA ey Sy
aanedau Aue Jedou jm
spovj asays jo Jursaprsqns
) UOHIEULIOJU! MHYEJIRAR
153 ) 0) Suipsorny,

SEY “YIuow $IY) JO pud A4
12 washs | 0 aq) omdas
0 INp St YIYm “IVA

‘pres wwomarers

| vnwwo) Funeu
-1p10-0,) 241 0} Hgwdacoe
10U 219M SIPO FIAY]...

‘S8 ® i5en

1€, 10} SpoOj Jiseq SN0
-uea anprsqns o3 Sursod
-oxd p

-10 1410 Suowe ..:Uszu

-jreaw 21341 uo Supuadap
suow) pe1) Jo |uN0)

‘S|UI| puv suedq PP
10) pasapruUD 3q OsRE
PNOO  SAPISQNS  “1EAYM
paystud pue sopmad yjru
papnpul  spooj ML

-es0)) suofu() peif ued
-ujv gmos jo_swifuo)
) niuesasdas “uoousdye
Aepiarsah stssag nQ W
BPW YA RNWO)

15w31 3¢ 30) 2ud eIl Y
0 1313d ] 1€ spoo) umey
-130 siprsqns o) pasedaxd
SEM JUNBUIIAOL) UEIILY
yinos ) “Sunws-osaz ©
pooj Fuiag jo pearsul Jey)
Sunaow 4 18 pasodosd
2y pres sissaig nQg I

0
ION 11t

-enodau 1ayuny Suipuad
wawsuodisod € 10) payjed
vy  yym sdudnosd
vown sapen Aq Ajuew
peson  AfBuons uaxq

V110
)

Ipw owe §

-UO0D [B1IAIS JpeW “SisSAY
g IN Do s IS
2y Aq pIseajal Judawajers
v o) Sulpiooe ng

-Kepiaisak

euoald ul Supow e
12 | YA UO 2Rwwo)
Suneupio-o) £
PlO} Sissd}d np pudieg
JWN  ‘ousuly jo 13}
SN Y1 ‘pIkeIp
10U [jim XE) PIPPL-N|
-BA MU S BXIJY YINOg
jo uonsodwn  JHIL

4VA amsu2 0) syooq Aued

- peoadsopis  -011U0D aq) 3x; 0} sumd (W)
fon -2900) SuOju() Ipei] URHYV
" 08 goemiep Bupueuy
9pISU0D piRom Y pres 3
ynieaiep Apoq
Sopyorem 0) spunj Jegliny
Pa13)j0 os1e M NP IW

suoju() apeiy jo seuBuo) (&
-uofieN a3 paw nyeso) ‘1yBu
We| ponss] JuAUNIS ¥ U]
‘$1931)8  s:eiepuey puw
ugRld Jo Jauod ) 1e Kepoy
UoOU B 1J¥}S P[NoM youew B
ptes uewsaxods nyeso) vy

apew peq 3 pies jayseusad
-ng Aed u, yo1d ‘Aepiaisa)

Sem SIy] pies g, 'sainsedaw
JJUIOU0DD I|QRIISIP JO MAIA
$,UAWILIBA0Y)  aYy) yBnoayy
Buiysnd e Ajueusad pawie

Waoa Tuy, Aiowmo  paceass
Nt e ‘usoq sey auug
‘uo passed aiam sijauaq
udne] aAey  suonenodau
et e SJJMISPOOY SWIOS ISIPISANS 0) JA09) INQ ‘SY|E) LV A Ul YOO[pEI(

?qndadoeun

81 i Sujop 51 SNSTETN o

s30000dsu]  yopm Uy Kem o (985 9,
e yiom ...a-_EP-F

1Y PMOD  gqeuosEay, ¥ WA SNSRI
3 Yl pey puv Jewep
-128 ¢ puy 0} Aem ] jo 0
2003 pey 0N jWWod ) pres

..Eza,._.su_u.ﬁ

uo [011u0d I1SuONS YN @
‘pue ‘saurure. -

Jnja1 Auasod payenoSeN @

0} adpnfaid ploae 0y PY

pooj shey) Jo uonespqes

1090J3d ¢ 18 X[TW poJIpM

-pooj Bupei-05az jo pwAsu|
‘JUIUILIIA0Y) ) ‘JIAIMOH

-peuodiso
oq jou LVA Jo uo!
-« o) seyjuruo.
M pioy mseeid np nﬂ

Rl 0
159] YOO[PYep Uj pepue LV,
uo senunue) Supvurpo-o;

9q "y®) Jeyw g Jequis
-deg vo x®) peppe enpea j
uopmuawRidun o jsujed:
UMSSAI  Jo [[amspunos;
] $308) JUSUNLIDAO!

PRy ———

\T YA\ Au1g smaug £



2.1.

(3]
39

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. Instead 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.
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By CURT VON KEYSERLINGK

THE GOVERNMENT painted itself Into a corner
that forced last-minute changes to Vat this
week, say businessmen,

“It's crisis management,”
leader, who asks not to be nam

l:va a business

“Although the International Monetary Fund recom.
mended 13% Vat, the Government was warned that

anything over 10% would
cause ?ollucnl problems.”
Ernst & Young tax partner
David Clegg says: “Given the
decision to go with 12%, the
Government should have
coupled &ubllcnion of this
figure with an announcement
of huge projects to help the
r

poar.

"The relief measures
announced beforshand were
not enough.”

Business Times has learnt
that Finance Minister Bar-
ond du Plessis decided to re-
duce Vat from 13% to 10% as
late as last Sunday. He
worked Into the night to draft
the revised Vat structure.

It received Cabinet appro-
val on Wednesday shortly
before being announced.

The result is a pnck:ﬁo
that economists say ||
hinder economic growth.

Fuel

Aubrey Dickman, honor-
17 professor of economics at
Wits Business l, says:
"Thoblamondmout:‘, were
probably necessary to mest
poruhr opinions and t-
cal demands, but they do not
help tax reform and long-
term growth,

“They merely defer the in-

-] evitable. People may fesl

they have won this round

against the Government, bt

st i
ve to

ldjummum hw
He considers the to

recover revenue

the lower Vat nt‘!?y raising

iive sep. ecatae I negates
ve use

Vat's cost-con! mﬁ.
Because fuel tax Is not re-

bateable, its increased cost

will cascade all busi-
nesses whose are af-
fected by the price of petrol
and diesel. is 50 to a

lesser extent as a result of
increased excise duties.

“la that there should
be a tax on fuel. But a higher
fuel tax is very much second
best to higher Vat.

“Reducing the Vat rate
will also increase the Gov-
ernment's deficit which has
inflationary implications and
could delay the reduction of
nominal interest rates.

“Mr Du Plessis says the
lower Vat rate could delay
the reduction of corporate
tax and the top marginal in-
come rate to 40% which the
Government hoped to
achieve in the next three
years.

“Our effective company
and personal tax rates are

high by world standards. If
they are not reduced, SA will
remain relatively unattrac-
tive for both foreign and
domestic investment.

Rand Merchant Bank
economist Rudolph Gouws
says: “ldeally, the Govern-
ment should not have
compromised on Vat, How-
ever, it had no option but to
take account of political
realities.”

Professor Dickman says of
the claim that Vat takes
money from consumers and
puts 1t in the pocket of busi-
ness: “This does not sound
very good, but we must re-
member that the business.
sector is the key to the coun-
try's economic survival.

“If we do not have invest-
ment we will have no new
jobs." .
Professor Dickman sa
Vat is a vital element of

geously embarked on some
years ago, and the additional
economic restructuring
needed to make industry

crease revenue from those
blacks who escape their
share burden

rent and electricity
From now on they pa;
mﬁm excise taxes on
g8 as television sets, ciga-
rettes and bee!

Black taxi operators, who
gr notuncctvc St:te lubl}-

es, will pay more for petrol.

Mr Du PL-I: said at his
news conference that in-
creased excise duties could
not be called a burden on the

Vi beca
wi?c.m afford to buy fpod
certainly cannot afford these
items”.

et s W AT " AN T Pt
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worst merely deferred by the concessions

acob pleads
for consumer

Business Times Reporter

m&m«m-
ness appealed
to business the

to
benefits of VAT topc‘\'a'sm-
s,

d
watchdog body Vatwatch,
says that In recent moaths a
wide of post-Vat
increases have been an-
noynced

account
will result from Vat,

“If business uses the immi-
nent tntroductlonf o{l:;t‘m“llom
as a reason for
prices it will be a severe blow
to attempts to curb inflation.”

Sacob says capital interme-
diate goods have been
exempted from Vat in the in-
terests of economic growth,
job creation and international
competitiveness.

cost beneflts that

e 12 pereate Rrough e
permea

system, depending of the rate
at which investment decisions
are made. Compliance costs
are also DP.

Genera} price Increases
also make it unlikely that the
full cost savings can be

to consumers.

identified with tangible bene-
fits from the implementation
of Vat”

The rate cut to 10% can
also be included in construc-
tive marketing strategies
says Sacob. :

Renege

The organisation also
warns Mm‘tlut failure tot‘)
register wi Receiver
Revenue can lead to hi
costs and the inability to-
claim credits.

Companies must ensure
they are geared to handle Vat
before September 30.

Sacob says businessmen
should “take every opportun-
ity to urge Government not

on its commit-

to
. ment” to lower personal and

comruny tax.
“Unless Vat is eventually
supported by personal and
corporate tax relief, econom-
ic performance will continue
to be adversely affected.
“Direct taxation is now the
Achilles’ heel of tax reform.”
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‘rices should not increase — Tager

>

Chai

1 stores

vow 1o 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 pricing poli-
cies would fairly reflect these benefits.

In a separate statement, Woolworths an-
nounced it would subsidise until October 13
the prices of basic foodstuffs previously
exempt from GST.

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 hikes 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
pledge was a message aimed at both con-
sumers and business in an attempt to make
them aware of VAT savings.

“1 am very concerned that the full impli-

d in

MARCIA KLEIN
and SUSAN RUSSELL

|

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
brown bread and maize meal being VAT
exempt there would be a 48% 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.

e first major group to announce it
would actively pass on VAT savings to
customers was Woolworths.

Woolworths financial director Ray
Schur said more than 200 basic food items
which were free of GST would be subsidis-
ed by Woolworths, effectively keeping the
prices at pre-VAT levels.

hile, Cosatu sp Neil

cations of the sy have not
the minds of 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.

DocCtors slam
Govt over VAT

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
strategies the doctors put
forward was to refuse to
collect VAT on their ser-
vices or pay VAT for
those services 10 the
Government - a proposal

Cosaru-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 pian of ac-
tion against VAT which
comes into effect at mid-
night on Sunday.

The dispensing prac-
tiioners aiso called on
State President FW de
Klerk to debate openly on
prime time television the
morality of introducing
VAT on medical services
and

**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 Joe Maclane said

*‘Tax on health care is
an act of sheer financial
desperation.’’ Rapiti said.

However, the desperate
ones were blacks and poor
whites.

He predicted that VAT

doctors  rejected  ‘‘the
serious blunder made by
so-called VAT expens'™
who included health in the
VAT net.

Western Cape chairman
of the Dispensing Family
Pracutioners’ Association
Dr R Rapiti said New
Zealand was the only

they will put o the cines

prescription  medi-

other country to appl
VAT on heaith. iad

Dispensing _dqi}ﬂgq’to fight VAT

DISPENSING practitioners

added their voice to protests against
VAT on medical services, prescrip-
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:

= Call on all members not to collect
VAT or to pay VAT to the Receiver of
Revenue;

2 Call on the Medical Association of
SA and the National Medical and

Coleman said while the signatories’ inten-
tions were laudable, this meant the public
had to rely on the good faith and promises
of retailers. N
What was needed to prevent price abuse,
Coleman said, was statutory enforceable
safeguards.
@ Comment: Page 10

Dental Association and other bodies

to make a similar call;

T Call on the public not to pay VAT to

doctors:

3 Call on medical aid schemes not to

pay the 8% in lieu of VAT to doctors;

T if they do, to pay it into a trust fund
lished by the Disp g Family

Practitioners’ Association.

A second motion called on Presi-
dent F W de Klerk to debate on tele-
vision the morality of introducing
VAT on medical services and pre-
scription medicines. — Sapa.

Militant doctors add fuel
to VAT outcry

SOUTH Africa’s dis-
pensing  practitioners
yesterday added their
voices to the Loutcry
against the imposition

of Value-added Tax on
medical services, pres-
_ription medicines and
:ssential foodstuffs.

At a militant meeting,
\eld at a Jan Smuts Air-
ort hotel and attended
'y hundreds of doctors.
he Dispensing Family
ractitioners’ Association
-esolved to:

pay VAT to the Receiver
of Revenue.

e 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.

e Call on the public

@ Call on medical aid
schemes not to pay the
ecight in liew of
VAT to doctors — If they
do, to pay the eight per-
cent into & trust fund es-
tablished by the associa-
tion.

mission of inquiry,” he
said, before re! inci-
dents which he said were
“a legal matver”.

He belicved in a siagle
introducing VAT om medical sid. saciety for
medical services and pres-  Sowth Africams. =
cription medicines.

“Since the Minister of
Finance refuses to discuss
the morality of the issue,

the State Presi-

dent will.,” one doctor
said.

on medical services would
lead to mass resignarions
from medical aid
societies, the filling of
overcrowded State hospi-
tals and the demise of
more medical aid soci-
eties.

**We are not opposed 1o
VAT, we are just saying
the way it is being imple-
mented is not good,”’
Rapiti said.

Marchers
hold up

4/ /4
ratied

By Peter Davies

Congress of Soyth African
Trade Usiaons sspportars
turned Johanmagburg ity
strests into a chant-
ing sea of humanity yesterday
during a protest march to
voice opposition to the Gev-
ernment’s implementation
of VAT.

The march, which was
peaceful and well organised,
was marked by a heavy po-
lice presence and disrupted
lunchtime traffic.

It began in Plein Street at
noon and ended with the hand-
ing over of two memoranda to
the station commander at John
Vorster Square, Colonel A J
Matthee.

One letter, addressed to the
Minister of Law and Order

Transvaal general secretar:
Ma; said was now

e Call on all members Dot to pay VAT to doc- openiy, on,. prise  time deal W medisal . servicey spilling” over into -th
not to collect VAT or to__tors. “:_'w{"“m o :nr"\?ﬁ-mo one . | - )
T senior doctor. The other letter, addressed
He held Rams and | AB Y Presats, regisstmet e - potr
Masa responsible for the T SEEMS safe to say that this week stricken and underprivil
:mgem :":,‘"3 o will see much more snariing and growl- workers' opposition” to th:'u:lg
o 0r ToomS:. ° ing over the issue of the new Value P?‘“““VAT
“The Minister is taking m'l;n‘ngnhethu «al mm"'d"'cm gen
Vat from a first world ) month. the Government's insistence
; :y“?im“d“:ym‘"lm Casatu, it sppears, is set to make VAT, Implamen VAT would have
v B e nce “o' :mmm«um-m gative effect on the
tary My Naidoo has insisted debate the moral issue of battieground. The secretary of Cosatu’s
on the Sowetan/Radio Vat oy medical services Ne tazation without representation, is | Witwatersrand region, Amos
Moo Talkbmck Show e e their cry. Masendo, 2aid that If the Gev.
Government shouldde-  tax was composed of ex- . . lawyers would And indeed, there is much justice in that. Teconsider
p “:t WT ion of  tremely divergent potitical R‘l"";;'_‘; Sunl "l .: mm'.n m“ gt For years, through imcome and various :'-"'u" m;“up”“w:;
2 Added Tax. parties and organisations w"m""m' waxshouldnotbe by Rams as a scale of ben- other forms of taxes, biacks have been | its
o e okl ey el ool of oo, (od 00t it and checked <ty paying siguificantly towards the income of | “We dow't have the power
ve soui o U"‘? ouncil of Trade (o effects, he smid: “It is An Empangeni doctor the country without having any say atall in "u "“l the G";m‘ out.
it would anger many poor Naidoo said the tax only dang . the Govern- | 4 :dmmm“m " bow & s rom. lolour. *
e ! ment has a track record of d?.‘;‘beﬁm mey'ys',mu The tax revolt, if such a thing is coming, Cplourful banners turned the
' " He said Cosstw sup- ofbigt ,-"’_ .l l""""" lbuul! taxpayers be investigated by a com- would of course be illegal and, for that stpests into a multi-
. poreed VAT in principle. the Government was ; — reason, it must be handied with great deli- “Yeto V. “V,
. Howaver, the Goverament  merely implementing pro. Patrick from Berea s2id cacy and skill. : and wata Kill” and VAT 3
 was being undemocratic in  posals by the Ierastional  the tax was unfar as it But it would aleo be a dramatic iltustra- - natioval disaster” were some
zmﬁuhqum- Monetary Fund. would adversely affect the tiom of biack impatience and of our desire | Of the messages supporters had
broadconsultationwith  Naidoo threatened that underpaid. that the old order should make way for the
new without any delay.
ya
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THE CITIZEN

VAT storm fuelled
by Transnet shock
rate hikes

CAPE TOWN — The
storm over the tovern-
Ment s controversal
valuc-added  tax
tuciled by Transnet's
~hock announcement
ot rate hikes 1o the om-
hattied South Atrican
CConom

With the introduction
VAT trom September
W Transnet announced
Spoornet
fates of XY nercent. i net
tneredse of XX percent in
Portnet's rates und v~
percent tor Petronet s ser-
vices

Consumer bodies ves-

ERN

ncteases n

rerday dasied oul b the
TN NCreases i radway
nd horbour rates Naviy
the Cost of transporting
Zoods would turther ag-
ravate spiratking nrla-
ton

Damaging

Mr Albert Schuitmaher
ot the  Cape  Town
Chamber of Commerce
sdid: ANV COStincreases
4t present ure damaging
to the economy und flv in
the tace ot government

clatins that VAT recuces
CONS

Increases in the cosrs
of ral transport wii pag
toularly atfect the West
ern Cape as s the mosg
remote  urea from the
PW\

Mr  Schuitmaker  sad
ncreases - harbour

charges would atfect all
imports.

‘Export  costs  could
also rise making South
African  products  less
competitive in world mar-

VAT in interests of

and Citizen

ANY post
the \mpjpmEttali
value-a
exacerbate the current
poor business condit-
1ons and delay the start

economy. “says-
South African
Chamber of Business.

In a statement vester-

. et e _ment levels.
Of any PR the -7 yere e g ar ml
gt
at

day. Sacob said it had
urged Finance Minister

it Barend du Plessis not to
_of
tax - witk; tation of VAT

postpone the implemen-

Sacob said any post-
ponement could lead to a
severe impact on empioy-

the Z&Sons that the

significant revivat in-fe

level of econeiric-activiny

lic sectors ad
vested large sumw.in tH
neyggax system and post
ponement would be “an*
enormous national
waste”.

Sacob aiso appealed 10
big business not to refrain
from purchasing from
smaller firms that were
not registered as VAT
vendors and who would
not therefore furmish
VAT invowces.

The chamber said it
was 1n the interests of

economy, says Sacob

there was a poswblity of
allowing....4he .. crediting

_aganst outpat VARG a

national input tax on .
chases from non-regiys.
tered small firms. Thiv—
could & discussed with
the authonities.

The chairman of the
Premier Group. Mr Peter
Wrigheon said - VAT

wﬁy inflict addit-
tonal mesery on the poor

and unelisploye:

consultation is absolutely
necessary, espectally for
the introduction of a new
tax system which requircs
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 insuffi-

aets, he warned
Hikes  in Petronet
charges will parncufarly

fect consumers

But once pusiness orgu-
anations estabhshed aew
costostructures and  sav
ings were veritied. ot was
hoped they would bhe
passed on to the con-
sumer. he said.

Mr  Daan  Kruger.
assistant director ot the

the Centre Party and

Sweden's Conservative Pa
Party ieader Mr BENGT
after general elections

the Social Democrats after

rty leader Mr CARL BILDT (left) and

WESTERBERG share a laugh as

in Stockhoim. The Conservatives,

the Christian Democrats have combined to oust

aimost 60 years of domination by the
ists.

oo - 4
Liberal
they meet
the Liberals,

Social
SA G r Council in <
Pretona. smd the m- ‘ r
creascs would atfect .l O e ‘] ldel lce Of A I
goods  transported by [ /e

Transnet and the costs
would n turn be passed
onto the consumer

Worse off

“The consumer 1s being
confronted by a ranue of
pggeases over a bhioad
tand it looks as it the
umer 1s going o be
ve off after VAT than
he-was with GST .

However. he said it was
heartening that Transnet
had kept the increases to
less than the full VAT rat-
ing.of 10 percent.

-The latest increase
Iy ¥
wauld not affect rail com-

Housewives League. said
any i in sport

THE Co-ordinating Com-
mittee on value-added tax
vesterday 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 Fi-
nance. business organisa-
tions. trade unions and
members nominated by

the co-ordinating commit-
tee.
The Co-ordinating

Committee on VAT has

, #equested that the De-

partment of Finance zero-
rate  food. medicines,

costs would have un ad-
verse impact on the econ-

dical services. electric-
ity and water. trade union
subscriptions and that

omy but exp d relief
the increases were below

d be made to
the VAT Act to avoid
prejudice to smail busi-
ness. that poverty relief

10 percent.

Mr  Ulrich Joubert,
chief for
Tranwnet, pointed out

that not only were the
new increases below the
ded VAT rate but

cent ¢ i and re-
search”.
He said pressure from

cost increases could be
claimed back from the
Receiver of Revenue. he

progr 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 (o lead to a re-
structuning of the econ-

omy by increusing compe-
tition 1n the manufactur-
Ing industry. but the co-
ordinating committee said
this would take place at
the expense of the poor

k said the®esructuring
of the economy would
cost about R6 billion n
lost revenue to the gOv-
emment with about R4
billion being made up by
the consumer.

“From ewidence pro-
vided by the working
group, it was clear that
the poverty relief pro-
gramme can not compen-
sate for the ceffects of
VAT on the poor.” the
statement said.

The committee charged
that the government had
provided no evidence that
the cost benefits of VAT
would filter through to
the consumer

“In a recessionary situ-
ation with high inflation 1t
seems likely that these
benefits will instead be
used 10 ncrease cor-
porate profitability.” the
co-ordinating committee
said

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

“savings for public’

increases. woulid push int-
lation up by three 1o four
percent. It said this in-
crease would probubiv be
higher for the poorest sec-
tions of the community

Regarding the cost to
business should VAT bhe
postponed. the co-ordi-
naung committee said it
appeared this cost would
be mainly to the retail
sector.

The committee also
found government and
business had provided no
evidence that there was
substantial  investment.
both internal and exter-
nal. awaiting the imple-
mentation of VAT, and
found these investments
would depend on a much
wider range of factors.

It also found that busi-
ness was not able 1o sub-
stanuate 1ty claim there
was a “damming up” of
orders for capital equip-
ment. leaving factories
dle.  The committee
instead charged that
much wider range of fac-
tors was involved.

Thé committee said it
was to meet and discuss
their findings with Fi-
nance Minister Barend du
Plessis today. — Sapa.

larger firms to asust  an infuriated British pub-
smaller b with | Ited in a reversal at 5314
problems of VAT compli-  huge cout. “South Africa _ OnlY IS percent ol
ance and encourage the could not afford a similar 1 ransnet’s '"p"és.f.o’h':
growth of small firms finencial burden at this Were affected by :
Siacob  abo indi.ted  time.” added. — Sapa.
1#H9 1 1
11Anti-VAT pickets
in Vaal Triangle
In vaal irianglie__|
PICAAS were beld yer- 30, the dute when the number  of tactonies,
terduy ' Verosmiging and  controversial tax would shops and mines in the
Klorkidorp  proteming e implemented. Western Transvaal.
against the implementa- Cosatu is demanding According to the Cosa-
tion of VAT, the postponement of the  tu statement. applications
The pickets. called for  implementation of VAT to hoid demonstrations
by the Western Transvaal  until effective negotia- and pickets in Carleton-
regional of Cosatu. were  tions has taken place on  ville and Vanderbijipark
heid next to the offices of  the tax. and {he zero-rat-  had been rejected by the
the Receiver of Revenue ing of basic food stuffs. Town Councils while
in the towns. medicines, rent and elec-  there had been no respon-
In a statement Conatu tricity. se from the councils of
said the pickets would Pickets and demonstra-  Parys and Lichtenburg.
continue until September  tions were also heid at ¢ — Sapa.
—————
) LI I D a s R
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) THE CITIZEN

+4 COMMENT
Don tdo 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 samp. mealie rice and
powdered milk for at least a vear.

Prof  Louse Tager. chairman of VAT-
WATCH. says VATWATCH would like to
see the subsidies extended to cover basic nu-
tritonal foods and the supply of water. elec-
tiaty and sewerage in disadvantaged com-
muntties.

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 10 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 changes to
the draft Bill on VAT.

It’s rather late in the day for Cosatu and other
organisations to say they weren't consuited,
when they had every chance to submit 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 come~ from taxes goes to run-
ning the country and paying for schools. hou-
sing, social services, pensions and everything
else that the government provides.

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

Don't do it.

on -

THE two major lab federa-
tioms, Cosatu and Nactu, have r
wrgnd the State President to inter:

‘Anger
over
VAT«
grows
[Fom et |

to a tax revolt because of
. poor consultation
The VAT Co-ordinating
Committee. representing
93 organisations. including
Cosatu and Nactu, yester-
day said 1t had asked Fi-
nance Minister Barend du
Plessis to arrange an urgent
meeting with President FW
de Klerk
Du Plessis has refused to
1postpone the impiementa-
‘ion of VAT.
The Office of the State
President said a request for

a meeting had not been re-

By THEMBA MOLEFE J ceived.

In the meantime, a black tax

Mr In a last-minute plea to

expert,
veme in the war over Value Added’ Maisheru Matsheru, said yesterday that Du Plessis. the Cape Town
Tax as warnings of a national “taxat
strike grew louder yestergidy..

without * was fuel- Chamber of Commerce has

Teicomes just a week before
rmdltofmb"

’ u—hd imposition
mmnmuﬁm )
Wmlm‘"ﬁm..wmnw R

To page 2

“¥ing black WW‘""""' VAT and may lead Jrged that basic foodstuifs

e removed from the scope
{ VAT and that the R220

~{ mill'»n set aside for pov-

erty relief be increased.

four-day national strike
was being discussed by the

| federations and other non-

Cosatu general-secre-
tary Mr Jay Naidoo has
wamed that VAT would
lead toa “tax revolt’", say-
| ing resistance would spread
| to income tax.

! He said the meeting with
De Klerk, hopefully by
Monday, would determine
whether the workers should
g0 ahead with industrial
action and said VAT should
be postponed until consen-
sus was reached on the
zero-rating of basic food-

B3 swuffs.

Nactu general-secretary

Cunmingham Ngcukana
scoffed at the Govern-
meat’s pledge to set asid
R220 million for povern
relief.

“This is an insult to ot
reople. Itis absolutely sill
hat the Govemmment ca

Soaallst creatlon of '

a3 “jobs failed: Barend

pathy of people as

pvvnh SlldMl‘D\lPle"

notbelnldsolelywlpol!_!-

ble for creanon, Fi- about

:ammf&ammw A’::dofmm":v

P\ess‘uudyﬂm mn:‘c‘. as mgcom.
ittee on VAT i gov-

Y“‘Po“mm“".'.‘em “:lnnlwuclhedm

“One Man One Job™, Mr :he ation of the

du Plessis said the social-
ists and Communists had
tried to make job creation

the responsibility of the ——

government and had
failed.

However, his stance
did not mean the govern-
ment was turning its back
on the ume

Instead. it accepted it had ’

to contribute to the cre-
. ation of “an atmosphere

where there will be in-

did not think it would get

VAT was a 8°°‘| tax.

1t had already brought
down the price of cement,
he added.

Furthermore. he
added, the government
could not be forced to in-
volve trade unions .ir_\ tax

Only subsidise foodstuft
such as eggs, meat. fres
vegetables and cheese ir
stead of zero-rating them,
Ngcukana said.

Negotiste

He said Nactu was agree-

' able with Cosatu on the
| possibility of a strike “be-

cause Du Plessis is not pre-
pared (o negotiate’’ and
why it was imperative that
De Klerk shouid intervene.

Writing i in Busmeu Dav

policy-making
— S‘p.

vestment and job cre- |

ation™.

The solution to unem- ‘

“Du qum had a number
9( options to resolve the
issue amicably.

*“The implementation of
VAT as it stands now may
lead 0 a tax revoit. It is

| better to change through

negotiation than to change
said.

[n a statement on
Wednesday, the independ-
ent but Government-
funded Vatwatch group,
said the impasse between
the Government and the
VAT Co-ordinating Com-
mittee was complicating
the task of Vatwatch.
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UPDATE

WATH VAT, IXPORTS SHOULD TAKE OFF.

How to get value
from VAT

South Africa faces a challenge

VAT-DAY, the date om which Valwe Added Tax will be introduced, is oaly
weeks away. Maay businesses are already geared wp for the changeover. It's
definite: VAT comes to South Africa on Moaday, September 30.

Your VAT
questions

answered

will pay NO VAT on these services
and medicines. It shouid be noted that

A. VAT is payabic only on the estate
agent's commiasion; NOT on the total
value of the sale. And it is siso only
payable if the ageat or hisher com-

..A; NOL Only busincsscs with tum-

“¥wees of more than R150 000 a year
:&;ﬁuumwmo{-

must register by August 31
Bupincases which failJo regisicr have

Q: Will VAT be added on &i'a i8rs ™~ 1o pessoaalf pey tie VAT which they

charge at shop tills?

A: NO! The price you sec on the goods
or on the shelf is the price you pay.
VAT is included in the price. This is
also true of advertising and quotes for
services. The price that is given is THE
price, with the tax included.

Q: How many rates of VAT are there?
A: Just two. The standard rate is 10
percent. Then there is the zero rate
(nothing at all) on those items which
are exempt from VAT.

Q: Do I pay GST end VAT?
A.NO! VAT replaces GST. VAT (like
GST) is an indirect tax. The direct tax
many of us psy — income tax —
remains in place and is not affected by
the changeover to VAT, although
considerable income tax relief has
aiready been given, not only in the
lowenn;ofhxnhs.bu(aholbebt.

of

Iougwbcmgnndonmnmbmed

Q hthv VAT on medicel services?
A. ll depends where you go. Private

failed W collect from

pany is d for VAT purposes.
, only businesses with turn-
mdm&nllﬂ)ﬂhnm
HAVE 10 be registered for VAT.)
Q. What about my bond or my remt?
A. VAT does not apply 10 bond repsy-
ments or rent. Nor does VAT apply o
sectional title or body corporate lev-
ies.

Twoother things are certain: the rate,
10%, and the fact that many more items
will carry VAT than carried GST.

Few other VAT are so clear
cut. The public i fused about

VATWATCH, points out some prices
should come down in the wake of VAT.
It's her job to help consumers get a fair
dulouofVAT

jonally, the exp is that

many aspects of the new system.

People resent all taxes and fear any
changes to taxation mean additional
tax.

‘What are the facts?

Experts differ on some matters, but
there is broad agreement that VAT is a
better tax system than the old GST
system. International agencies like the
World Bank recommend it. (One of its
criteria for international loans is an
efficient tax system in the country o
receive

Countries that used to have GST are
going overto VAT. Nearly 50 countries
worldwide have now opted for VAT
dl:mmhmdm

Uﬂh‘VATtbmvdichhlims

refunded. This is & R6 billion a year
nvuglob\dnm

But what about the effect on the
average family?
Professor Louise Tager, chairman of

Q. But what about when I carry out &
listle private business — for instance,
selling my son's windsurfer 10 a neigh-
bows for RI 200?
A. Private transactions involving used
or second-hand goods are NOT taxed.
So, transactions carried out by an ordi-
nary family are exempt. This is a ma-
jor point of difference with GST. The
old tax had 10 be paid when individuals
cngaged in the sale of goods. This
system falls away with the introduc-
tion of VAT.
Q. Do I have to pay VAT when I sell
my house?
A. NO! This is another form of private
transaction, and 30 docs not attract
VAT. Nor does a buyer who is pur-
chasing a home from a private sclief
have 10 pay VAT. But if you buy a new
mm-oomm-—.m
— you will have to pay
VAT This is 3 transaction with a busi-
nces, not an individual selling his or
her own property. So VAT applies.

Q. What if | uss an estute agent when -

solling my house? Is VAT payable
then?

Wha
scrapping

about
tax rather

than paying it?

i from the

VAT is being introduced
OST. But why change? hfnﬁ,vlly
pay tax at all!?

No tax at all seems ideal. But is t?
Without tax, governments have no
mytopnyfchuld:.wdhnud

loans are not the answer.
You have (o repay them, with interest.
We have to pay our own way as a
nation ... and one way is through tax.

Flood relief and famine relief have to
be paid for. Those helicopter pilots
and navy divers who did such a great

job

Oulncuhvalobepu.tmmdmd

equipped. The money has 10 come

from somewhere.

You, the taxpayer, played a part in

making that miracle possible.

FAIR AND EFFICIENT

It is important that the tax systems

we adopt be as efficient and fair as

possible. Efficient - 30 we get in the

money we noed. Fair - 30 every South

African makes a contribution t0 the

nation’s future.

An eminent economist like Dr Azar

Jamine of Econometrix has caiculated
® Cont. p2

VAThasnunu mﬂauomry effect on
the consumer price index. This form of
tax helps keep the lid on inflation and
therefore can help ordinary people make
ends meet.

One reason for this was that the
alternative GST system forced
businesses to push up their prices to
recover the GST they had to pay.

Bwfmmdthamelvupuymg
GST on items like delivery vehicles,
machinery, shop fitting and advertising.
All of which added to their cost structure.
These additional costs were worked
lmothmceofdxegoodlpotmdby

paid GST again when he or she bought
the business’s products.

Thankfully, VAT breaks the GST-
on-GST effect as all businesses can
subtract VAT paid on items that they
use to run their business from VAT
collected on sales.

Businesses will have leaner cost
structures and the benefit can be passed
on to consumers. In other words, an
automatic 10% price rise on existing
prices need not be inevitable when VAT
comes in. A lowerrise — ORDROPIN
PRICE — would indicate the firm was
trying hard to pass on savings to ardinary
people.

Vigilant consumers can ensure they
receive value from Value Added Tax
by being very watchful of price rises

udbyc!nﬂawmmmmedmee
increases.

VATWATCRH

MAKING 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 seck a
solution to this problem which is rapidly becoming a crisis of national proportions.

Yours faithfully,

Convenor, 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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postpone the new tax, scrap
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A& PO. Bax 260483 Excom 2023 @(011) 832-20329 / ﬁ(Oll) 833-6033

e Whut is the person

in the street saying
= about VAT

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

e goods 35%. I suggest the government
~t | | Istudy 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 a readers poll -"The Star" 22/8/91

B \EINDWAY (after VAT had been reduced from 12-

— — 10%) only 3 people supported the way in

* Cartoon courtesy of " | which VAT was introduced and 79

Stop VAT before it is to late! opposed it

“If VATis introduced on 1st October, we will face a nationakgrisis,” Jaywo » General Secretary COSATU

“Already 40% of the population are living below the breaﬁme Thewadlﬂp widespread starvation if VAT
goes ahead on basic foods”, Ina Perlman, Director Operatgl Hunge_‘g,ﬁ;m%

We can't allow this to happen!
The Co-ordinating Committee on VAT is calling for the introduction8fV&Eto be postponed until there can
be effective negotiations with the Department of Finance on the pmblems of VAT.

The most serious problems are: )
* VAT on basic foods, on medicines and private medical services © X %
« Inadequate relief for poor people. R

* Price abuse
« High administration costs for small business - -

The Co-ordinating Committee on VAT rejects the recent concessions of the Minister of Finance when he
lowered the rate to 10%. This is too little too late.

Do something to stop VAT being implemented on 1st October!

The Co-ordinating Committee on VAT is calling on:
+ All those opposed to VAT should register their protest by attending public meetings which will be called in
the nexttendays. .. .

« The State President to s mterveneandcnsure the introductionof VATis pommdunﬂlanurgent process
of negotiations is set up to resolve the probledi§ of VAT.
* The Public to write letters and phone the State President and ask him to intervene in this crisis.
* All Organisations to support our initiative. Write to Co-ordinating Committee on VAT at P.O. Box 260483
Excom 2023 or fax: (011) 833-6330. -
Issued by the Co-ordinating Committee on VAT made up of the following organisations:
African National Congress, CAST, COSATU, Congress of Business Economics, Johannesburg Child Welfare Society, Lenasia Civic, Natal Provincial
Staff Association, National Black Consumers Union, NACTU, National Civics Interim Co-ordinating Structare, National Medical and Dental

Association (NAMDA), National Union of Leather Workers, Operation Hunger, MkSewmAznanionotSouhAﬁia.MMﬂanHedm
Workers Congress (SAHWCO), South African National Consumers Union, Society for Dispensin; mily Practitioners, World Vision.




IF THE PRICE OF YOUR TOOTHPASTE
SUDDENLY MAKES YOUR TEETH CHATTER,
CALL VATWATCH.

VATWATCH is here to make sure that VAT is implemented fairty. In order o do this,
we need you (0 be our eyes.

Starting today, take three products and make a note of their prices. Then check
them again next week. And the week after.

If you discover a price suddenly shoots up, please don't hesitate to call VATWATCH.

VATWATCH

TEL: (011) 484 3393 FAX: (011) 484 3395

MAKING SURE
1TS FAIR

® From pl
that a goal like full electrification would
anlll.fbillim.yur. A tota] assault

year.
It doesn't matter what national goais
or priorities are set - money will be
needed to finance the efforts. There-
fore, a fair, efficient tax sSystem is a
‘must’ - no matter which party is in

power.
Saneofthcuuxahnve!obem

for by taxes on spending. Without this
contribution, taxes on income would
become punitive.

VAT, like GST, is a tax on spending.
But international experience shows
VAT is fairer and more efficient than
GST.

NO TAX ON TAX

The VAT system allows businesses

to claim back the VAT they pay on

Tax money made the rescue operation of the Oceancs possible.
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busi aad and
themnlth:yhybnnmm
for the consumer. So prices are not
increased because of tax, only to be
taxed again later, as happens with GST
- the 50 called GST oa GST scenario.

LESS EVASION

Some

that heips officials spot the evaders
and their tricks.

will not end up giving a disguised
‘subsidy’ 0 tax tricksters.

In addition, better VAT information
will helplo meovu-oﬂnfun-of

found it relatively easy to evade GST
or engage in other tax abuses.

VAT creates what the experts cail ‘a
clear audit trail’ - allowing the taxman
0 check exactly who paid what tax
when. They can track what cost items
come into a business and what added
value is created and passed on by the
business.

Suhstmnlﬂamml‘ll\‘rm

the European Community passed on a
lot of this information to South Africa.

mm:-wmm

asion, in p income tax eva-
sion.

A BROADER SPREAD
VAT is also levied on a broader range
of goods and services. There were
GST. So the system was expensive o
the tax net.

In addition, VAT spreads the tax
load more evenly over both rich and

poor.

A poor family’s spending is domi-
nated by everyday purchases. These
were just about all taxed under the
GST system.

But a rich family’s budget often ex-
tends into sophisticated service areas -
like lessons from the golf pro, or fees
for accountancy services, or fees for
an architect to draw up plans for a
‘designer home’.

Sophisticated services such as these
escaped GST. This meant the rich
man’s lifestyle was less subject to tax
than the poor man’s. And that is not
fair.

The point is proved in a simpie, basic
area such as light and heat. The poor
family paid GST on their candles, coal
and paraffin. The rich family paid no
tax, however, on electricity.

VAT taxes the services, t00.

VAT, then, is a fairer, more efficient
tax. GST comes off poorly in just
sbout any comparison. It has to go.

on people to buy now — before VAT
The implication was VAT would raise
car prices.

Yet VAT on new cars will come in at
3 percent LESS than GST, and therefore
it makes sense to delay a new car buy

IT PAYS TO GUARD_

AGAINST ANTI-VAT
HYSTERIA

BUYER BEWARE! You could waste And pocket the saving.

rmymlhnnnmylfyﬁ wwsed cars bought from dealers. in

Big VAT rises are NOT inevitable.
Some prices will come down when
VAT replaces the less efficient GST
system.

This is not wishful by some
govemnemofﬂcnl.‘l‘humhemd’

an independent expert — Professor
Louise Tager, a former dean of the
Wits Law faculty, now with the Law
Review Project and chairman of the
VAT watchdog body, VATWATCH.

Professor Tager has warned
consumers AGAINST being enticed
mnpu—VA‘l'q:uxh.q:winth

She quoted the opinion of a spokesnes
for the National Association of
Automobile Manufacturers (Nsamss)
who had estimated a motor indwstry
saving of RS0 million a year in the
wake of VAT.

hui.-w‘l'—hlbvmddnt

advertisements.

anqmdlutﬁadfnnlur
dealership. The motor-rader was Alg (g1 MERS will have sa ally whea

body
called VATWATCH was lsunched in
mid-July. Is job is © maximise the
benefis of VAT for the public and
waich out for sbuses or tax dodges by
businesses.
VATWATCH is beaded by Profes-
sor Louise Tager, of the Law Review

mmnmwm
Ina Wilhen, from the VATWATCH

groups

VATWATCH has emphasised it is
80t in piace 10 lead 2 wilch humt against
busi bet © i

And much less VAT will be leviedon

On private sales there is no VAT. So,

with a second-hand purchase s saving

of up to 13 percent is possible.

VATWATCH intervened and that

commercial has now been dropped by
the company concerned.

The bottomline is ... dont fall victim

10anti-VAT hysteria. Think before you

buy. Time your purchase. it may pey
you to buy before VAT-Day. k may
not. Seek advice if you're not sure.

Sally Motiane, Shella Lord and
Commities.

Consumers can report suspected
VAT sbuses on the VAT hosine. The
number is (011) 484-3392/34 Fax
(011) 484-3395.

Peoplc can also write 0 VAT-
WATCH, P O Box 47390, Parkisnds,
2121.

VATWATCH hes aiso w

might

also write 10 newspapers offering VAT
CORSUNET SCTVices.

If you come across price rises that

scem” suspiciously bigh and VAT is

blamed, you can call VATWATCH or

swarencss of price treads and

VAT. desks thet are being

people in the the VAT system
works. e

ot up OB BOWSpap romain
in piace for many months afier VAT-
Day a8 a service 10 the public.

YOUR TAX CHECKLIST
_OFDO’S ANDDON'TS

Y

when VAT comes in. The reason is it

WG&T wmnabmnmmdﬂmm}hmn
quick, at-a-glance guide on items which DO or DON'T attract VAT. It's yours ‘o
cut out and keep. liems on which you pay VAT are on the left. kems on which you

dont pay VAT are on the right.
VAT IS PAYABLE ON

VAT NOT PAYABLE ON

Bl Air fares (international)

Dog licences
Exposts (other than to TBVC countries)

Free or low-cost accommodation
supplied by employer

NOTE; Pusinesses with turnover of less then R150 000 a year need not register
for VAT. They psy VAT-on rhhnwvxrnu-h

The VAT they peid is merely
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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 1991of 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.



2rices should not increase — Tager

Chain stores
vow 10 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 pricing poli-
cies would fairly reflect these benefits.

In a separate statement, Woolworths an-
nounced it would subsidise until October 13
the prices of basic foodstuffs previously
exempt from GST.

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 hikes 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
pledge was a message aimed at both con-
sumers and business in an attempt to make
them aware of VAT savings.

“I am very concerned that the full impli-

d in

MARCIA KLEIN
and SUSAN RUSSELL

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
brown bread and maize meal being VAT

exempt there would be a 48% 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.

e first major group to announce it
would actively pass on VAT savings to
customers was Woolworths.

Woolworths financial director Ray
Schur said more than 200 basic food items
which were free of GST would be subsidis-
ed by Woolworths, effectively keeping the
prices at pre-VAT levels.

M h C k Neil

cations of the sy have not

ion "

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
strategies the doctors put
forward was to refuse to
collect VAT on their ser-
vices or pay VAT for
those services to the
Government - a proposal
they will put to the

B

Cosaru-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.

Thc dispensing prac-
tinoners also called on
State President FW de
Klerk to debate openly on
prime time lelevision the
morality of introducing
VAT on medical services
and prescription medi-
cines.

’
[

*‘Since the Minister of
Finance (Mr Barend du
Plessis) refuses to discuss
the morality of the issue,
perh?ps the  President
will,"" one doctor said.

Dr Joe Maelane said
doctors rejected  ‘‘the
serious blunder made by
so-called VAT experts”
Who included health in the
VAT net.

Western Cape chairman
of lthispensmg Family
Pracutioners’ Association
Dr R Rapiti said New
Zealand was the only
other country 10 apply
VAT on heaith.

Dispensing dogtars to fight VAT

DISPENSING practitioners have U
added their voice to protests against
VAT on medical services, prescrip-
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:
= Call on all members not to collect
VAT or to pay VAT to the Receiver of
Revenue;

Z Call on the Medical Association of
SA and the National Medical and

e ocsatu 3p
C said while the sigr ies’ inten-

the minds of the entire
she said.

Tager pointed out that because of the
savings businesses would enjoy, prices
shouid not increase at all.

Some signatories said yesterday the ex-
pected savings derived from VAT would be

tions were laudable, this meant the public
had to rely on the good faith and promises
of retailers. N

What was needed to prevent price abuse,
Coleman said, was statutory enforceable
safeguards.

Dental Association and other bodies

to make a similar call;

T Call on the public not to pay VAT to

doctors;

T Call on medical aid schemes not to

pay the 8% in lieu of VAT to doctors;

T If they do, to pay it into a trust fund
blished b; Di ing Family

Practitioners’ Association.

A second motion called on Presi-
dent F W de Klerk to debate on tele-
vision the morality of introducing
VAT on medical services and pre-
scription medicines. — Sapa.

minimal.
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Militant docto

SOUTH Africa’s dis-
pensing  practitioners
yesterday added their
voices to the .outcry
against the imposition
of Value-added Tax on
medical services, pres-
:ription medicines and
:ssential foodstuffs.

At a militant meeting,
reld at a Jan Smuts Air-
»ort hotel and attended
vy hundreds of doctors,
he Dispensing Family
Sractitioners’ Association
-esojved to:

o Call on all members
not to collect VAT or to

U / 14
rs add

to VAT outcry

introducing VAT om

VAT to the Receiver > .

gﬁlevenm. schemes not to pay the medical services and pres-
® Call on the Medical percent in lieu of cripuon medicines.

Association of South VAT to doctors — If they ince the Minister of
Africa (Masa) and the do, to psy the eight per- Finance refuses to discuss
National Medical and cent into & trust fund es- the morality of the issue,
Dental Associati blished by the p ,.!h“lemPreu-
(Namda) and other medi-  tiom. . ds:;l will.” one doctor
cal bodies to also make A second motion pess- "We have had no guid-

this call.

e Call on the public
not to pay VAT to doc-
tors.

SRS

COSATU general secre-
tary Juy Naidoo has insisted
on the Soweren/Radio

tional Council of Trade
Unions.

Naidoo said the tax only
served the aarrow interests
of big business. Moreover,
the Government was

Naidoo threatened that

the uniog would embark on
spontancous industrial ac-
tion wnless the tax was de-
layed.

Replying to Stanza’s

abusiag taxpayers

Patrick from Berea said
the tax was unfair as it
would adversely affect the
underpaid.

or Masa.on how to deal
with Vat,” said ome
senior doctor.

He held Rams and
Masa responsibie for the
‘immorality of having to
tax the patients who come
to our rooms'.

“The Minister is taking
Vat from a first world
country and trying to ap-

efits”.
An Empangeni doctor
said Masa had lost its
clout and credibility.

“I believe they should
be investigated by a com-

fuel

mission of inquiry,” he

said, before rel inci-
dents which be said were |
“a legal matves”.

medical sid. society for

cal battieground.
their cry.

bow it is run.

p——

cacy and skifl.

T SEEMS safe to say that this week
will see much more snarling and growi-
ing over the issue of the new Value
Added Tax (VAT) due to be introduced at
the end of the month.
Ceosatu, it sppesrs, is set to make VAT,
and the wider issue of all taxation, a politi-

Ne taxation without representation, is

And indeed, there is much justice in that.
For years, through income and various
other forms of taxes, biacks have been
paying significantly towards the income of
the country without having any say atall in

B9

The tax revolt, if such a thing is coming,
would of course be illegal and, for that
reason, it must be handled with great deli-

But it wouid also be a dramatic lustra-
tion of biack impatience and of our desire
that the old order should make way for the
mew without any delay.

Do6étors slam

Govt over VAT

*‘Tax on health care is
an act of sheer financial
desperation. " Rapiti said.

However, the desperate
ones were blacks and poor
whites.

He predicted that VAT
on medical services would
lead 10 mass resignations
fro»m medical aid
societies, the filling of
overcrowded State hospi-
tals and the demise of
more medical aid soci-
eties.

**We are not opposed to
VAT, we are just saying
the way it is being imple-
mented is not good,'

Rapiti said.

Marchers

16// }lp
/9,
traffic

By Peter Davies

Congress of South African
Trade Unions swpportars
turned Johanmegburg pity
Strests into a swaying, chant-
ing sea of humanity
during a protest march to
::ice optpocmonlto the Gov-
nmest’'s implemen
of VAT. P tation
The march, which was
peaceful and well organised,
was marked by a heavy po-
lice presence and disrupted
lunchtime tratfi

c.

It began in Plein Street at
noon and ended with the hand-
ing over of two memoranda to
the station at John
Vorster Square, Colonei A J
Matthee.

Oune letter, addressed to the

end to township violence
Civic Association of Southerr
Transvaal ral secretar:
Moses Ma said was now
spilling over into -the

implamenting
& negative effect on the

ecenomy.

The secretary of Cosatu’s
Witwatersrand region, Amos
Masendo, said that if the Gov-




l

Vatwatch reports iarge,

widespread price hikes

L]A Bloemlonwln ph.lflnc Iﬂ# 3
lheprlmolbe.hchenlw

VATWATCH is receiving reports
of massive increases in the prices
of certain groceries, municipal
fees, holiday accommodation and
pharmaceutical products in the
run-up to VAT’s introduction.
Most alarming are reports by con-
sumers of price increases of between
19% and 57% by leading supermarket
i chains during the last week of
August. The biggest price increases
were reported in certain washing
powders, breakfast cereals and soft
drinks. The supermarket chains were
criticised abz'nln during the first week
Septeml
MBut 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%.
They reported several instances of

shopkeepers charging VAT in August,
and charging both GST and VAT at
the same time.

[ tesay iameemy ]

In one case, a butcher explained he
had begun charging VAT to “let peo-

ple get used to the idea and alleviate
the shock of %”. In an-
otber, a dentist was as hav-

ing charged a R100 “VAT deposit”.
Also reported were several cases
of shopkeepers blaming VAT for sud-
den and ;xemmlz high price
increases; For exampl
OA Resd municipality increased
electricily and water fees by 57% in
July.

] A short-term imgurance Ry .
‘announced that premiums id in-g
crease by 4% iny:

O Holiday flat restals in Durban lnd

Hermanus increased by up to 29%.
O A medical equipment company in-
formed customers prices would rise
in October by 17%.

O A dealer in school uniforms said his
80% price increase wu necessitated
by NAT. ;

Informal trade \\(AA'F proof’
|

THE informal trading sector’s sus- ﬁ*

tained growth should not be signifi-
cantly affected by the imposition of

L Upave t

VAT, accordin, consult-
ants Perry al Auochtu

Senior consultant Neil Ross said in
a statement yesterday that conven-
tional wisdom was that GST evasion
had facilitated growth in the infor-
mal sector primarily among
hawkers and spaza shops.

It was also believed that the whole-
sale sector had benefited indirectly,
but that under the loophole-free VAT
system the opposite would apply

However, ination of the whole-
sale sector by large, reputable com-
panies had an in-built policing effect

these ies charged

Ml. :wil$ important for the
5’ to the mnjor role
‘informal sector.
".A,“lm t R8,5b0 of the annu
al Ritba lesale grocery sal
1 wholesalers dlrectly
or quoted on the JSE, the ;
Informal | was largely used by
the lack consumer market
jpurchase of groceries.
mnctor was primarily motivat-

ed by need and convenience, and

lets by 58%.

OA Kempton Park supermarket
2aid he was not responsible

manager
for his 50% average
because “people from

increase

AT came and
put VAT price stickers on”.

Vatwatch also received several re-
ports of misleading advertising sug-
gesting it was better to “buy now and

increases”.

avoid VAT prige

i

Generally, business was co-
operative and willln; to review pric-

Cases of misleading ad-

‘.‘(()osatu

I T
slammed

TN S T o

»"on VAT threats

SEVERAL busmess‘

and consumer or;ann~

, eogage in industrial ac-
" tion which could end up

many niﬂwns
made u:':l

by ANC

A BREAKDOWN in
consensus during negotia-
tions on value-added tax
between the Finance Min-

Iviaiy rippeu v

in VAT sc

istry and  consumer

groups could have a rip- By Cerol Hilis

ple cffect on negotiations. || VATWATCH yester-

:'Lr:t" N“":‘;"e( ou |l day revealed that con-
secret, ne sumers  countrywide

:;Cynl Ramaphosa war- were being  exploited

- It was heomptebensu
bie that the Finance Min-
istry could have sought
confrontation on VAT,
when so many people had
argued that a socio-econ-

—3

omic conseasus in South
Africa could yea(ly facili-
tate the negotiations con-

cept.

“It is reasonable to as-
sume that Mr (Bntend)
du Plessis knew
om the VAT upmnom

that a breakdown would

was improper for the Mi-
nister 10 insist the matter
should

His organisation had
fundamental  objections
to the overhauling of the
tax system on the eve of

ne-

nity 10 alr their likes and
dislikes about VAT

sations
lashed out at threats by
the Congress of South

many shopped at informaloutlets de- | Agrican Trade Unions

mark-ups
enl shop elsewhere.

ey el st

sector having
bria..a the distribution ~ YAT

GST unless customers uced GST
certificates. This made it unlikely
that GST evasion at the informal re-
tail level had been significant.

tu) to engage in
ustrial action if
was  imple-

P M £00ds to where peo- mented.

ple lived and worked.
Infermal shopkeepe:

},: Cosatu general sec-

rs tended 10 . retary. Mr Jay Naidoo,

buy on the basis of convenience, and : guid during a radio inter-

SEMERE o BRRNEITLS S
o5 HT i LEEE,
T gs Egi'ﬁa?‘;iiéi ey, Mr S Shivs.
N ] a '5 SE aéig the organisation would
A= ELER L] P 13
ol sbrhicanid
g 2% “?35‘ ¥348% 83E5E 33:5 §3§§§§ ]
N fgfgigg ééggzgz ;z“ié g;gg NI H
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" .pedzd jgghgﬂ 805728207 § 5083 g 55 “
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ina strike if VAT
was’ introduced without
R;ming T to these

threats the president of
the South African House-
wives League, Mrs Lyn
Morris, said that because
her organit was non-
racial she not in a
position to make any pol-
itical comment.

“l cannot understand,
however, Cosatu's view
that not enough negotia-
tion had taken place.

“The doors of the Mi-
nister of Finance, Mr
Barend du Plessis, as well
as those of Vatcom have
been opened for talks and
negotiations for the past
IS months,” Mrs Morris
said, and added that

8
Chamber of Commerce
and Industry president.
Mr Mike Cato, said Cosa-
t’s planned action wa
very unfortuaate and did
not kegp pace with the
present climate of recon-
ciliation in the country.

major
gotiations. — Sapa.

Govt is on q
course with

Chizen Reporter

i This could take the

Too much. work has THE governmemt a form of “sstive resist-
been dotg and the gov- direct  collision ance” such =% strikes,
;v:mnl Annot postpone with Cosatu over the im-  work stoppages. general
of VAT because of »m m aad mar
threats.” should take a careful look

The president of the
SA Agricultural Union,
Mr Nico Kotze, yesterday
appealed urgently to the
government not o post-
pone the introduction of
VAT.

nsumers are not likely to
: a drop in prices oa items
iich previously attracted

ST until the New Year.

ing a
y the New

“We could start seei
small reduction b

Year when credits on cap-
ital expendltgn start filter-

Ackerman.

!

ax.” Cosstu spakey-.
man Mr Neil m
said yesterday.

He warned that the
government’s mﬂcxlhlny
and deter ion to in-
troduce VAT on Septep-
ber W could lead loCou
tu and other
the Co-ordinating Cem-
mittee on VAT taking ac-
tion.

vedto.mn the imple-

of V.
,extend that pluesl [
" other qncls of the tax
system, including PAYE.

‘We believe the gov-
ernment hasn’t  thought

with massive incicases
unjustifiably attributed
o VAT, as well as its
early and improper im-
plementation

In the two weeks up to
September 40 VAL
WATCH receved 624 re
ports  from  consumers,
most of whom expressed
abirm at unusual price n

ceines asaibed o the
mminen introduction of
VAL

In the st week of Au-
l!\l\l . tomamens com

plisned of prce increases

by the country's main -
permathet chams
ng Irom 20 perces
porcent Atlected prod

wets nchuded  breakbast -
cercals (27 percem up).

~olt nlnnh 4l" percent

2o+

ams

powders (S7 percent up)
In the first week of Sep-
tember the supermarket
chans again came in for
ism from consumers,
but in addition consumers

fees (up by an average ZI
pereent). holiday accom-
modation (33 percent)
and pharmaceutical prod
ucts (41 pescent)

Comumers had rey

and

mercase.,

VAT rlp -offs

ance company had an-
nounced premiums would
rise by 44 percent in Oc-
tober because of VAT.
An increase in holiday
flat rentals in Durban and
Hermanus of up 10 29
percent was ascribed to
VAT, and a Reef munici-
pality spokesman blamed

G llision

osatu

through VAT. It is going
ahead  with it despite
growing resistance.”

Mr Coleman said the
Co-ordinating Commitiee
on VAT had tried to go
through the whole pro-
cess of negotiation with
the government on the
question of VA1

At its lust mecting with
the government. the com-
mittee proposed the in-
troduction of a six-month
transitional period where
basic  food, medicine,
medical services, electric
ity and water be zero
rated. This was rejected
by the government.

VAT for a 57 percent

hike in electricity and
water fees.
Consumers had

brought to light a Bloem-

fontein pharmacy’s expla-

nation that VAT and

GST had to be paid when

it increase the pnce of

headache tablets by 58

percent.

A buicher was reported

: 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 R100 “VAT
deposit”.

A Kempton Park su-
K'ermurkel manager

amed his S0 percent av-
erage  price  hike on
“people from VAT who,
he said, “came and pul
VAT price stickers on’
and a Vryheid supermar
ket increased prices using
so-called VAT rates rang-
ing from 10 percent 1o 43

percent
VATWATCH  chair-
man,  Professor  Louise

Tager. found that the ex-
ploitation  of consumers
being  charged VAT
already and those being
charged VAT and GST at
the same time was most

mexcusable

She tound consumers’
nadequate knowledge of
VAl

and
Al

attempts  to
for i

blame

She urged the
not to gullibly acu’t’ﬁ
excuse that VAT was s
sponsible for price hikes
and said VAT, at 10
cent, should ia fact
the prices of goods cur-
rently subject tb GST.

“In the long run, VAT
ought eithgr  to
prices down, or at
arrest the rate of price in-
creases of recent years.”

Prof Tager said com-
sumers and the business
sector had to understand
that VAT should sot be k
cost barme w
and said VAT's ighasett
input tax credit comcept
would lead t0 a reduction
in businesses production
marketing and other op-
crating costs.

Businesses had gener-
ally been co-operative
and willing to review pric-
ing decisions

Misleading  advertise-
ments, suggesting it was
better o “buy now and
avoid VAT price -
creases,” which could not
be resolved by VAT-
WATCH, had been refer-
red 1o the Advertising
Standards Authority

Housewives' [ eague
spokesman, Mrs Sheila
Lord, said it was the con-
sumer’s responsibility o
emsure he was not bemg
ripped off

She urged consumers to
shop around and ¢
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GOVERNMENT REVENUE: South Africans are paying too much, according to worldwide trends, reports REG RUMNEY

HERE is little scope to increase taxes
in South Africa, according to South
African Fiscal Think Tank chairman
Marius van Blerck.
The reason, Van Blerck remarks in a
paper on international tax trends deliv-
ered at a seminar this week, is that South Africa
18 effectively one of the most highly taxed na-
tions in the world in all categories of tax, with
the notahle exception of social security taxes.

Van Blerck looks at both the overall tax bur-
den and the distribution of tax in South Africa
and abroad, using International Monetary
I'und, SA Reserve Bank and Receiver of sz
nue SLAtistics. o

The overall tax burden is measured by taki
the amount of tax central government receivel
as a percentage of the measure of national actm‘
ty. gross domestic product (GDP).

In South Africa, central government revenue
as a percent of GDP was 24,6 percent in 1987
-—up from 21,4 percent in 1975.

The corresponding average for mdu%maﬁ&d N
countries in 1987 was 27,4 percent; the figure
for developing countries in Africa was 2
percent.

South Africa is more of a developing tha:l

SA’s tax burden:
Enough already

industrialised country, though it is ahead
many other African states.

Even more extreme is the disparity between:
South Africa and the rest of the world in the are~:
as of direct tax on income, profit and capt‘ﬂ@&
gains. {

In South Africa in 1987 central government
got 51,2 percent of its tax from this source.

The average for the world was 37,2 percent.

NOW YOU CAN GET

JONTHLY MAIL

AND SAVE UP TO R250
ON A 12-MONTH SUBSCRIPTION

Here's a value-for-money subscrigtion option for our overseas readers and
a great opportunity for those wishing to send The Weekly Mail as a gift to
family and friends in foreign countries.

It's a simple system: On the last Friday of each month the subscriber wull £
be airmailed ALL issues of The Weekly Mail for that month in a single batch

The savings we are able to achieve on handling and postages are passed
on directly to subscribers.

The Monthly Mail service costs:

FUROPF IK ISRAFI AND | ATIN AMFRICA: R350.00

higher economic

Turning to the distribution of tax, Van Blerck
expands on the shift in the tax burden from com-
panies to individuals.’

This shift, he say, needs to be examined in
context.

“Firstly, part of the shift has resulted fmm ex-
ternal factors, namely the softening of a wide
range of mineral prices since 1985 which has
seen the profitability of the mining se_gtqt,de-
cline dramatically. 1.

“Secondly, despite the shift, the tax
burden in South Africa is, relative to the individ-
uval burden, still high by OECD standards .. .in
1987 in the OECD countries personal tax gener-
atedonavu'agefmrunmamuchaswpam

Two-tlér VAT systém
He nobs

THE government should not have dropped the
Value-Added Tax rate to 10 percent.

Instead it should raise the rate to 15 percent —
and tax a wide range of basic foodstuffs at a spe-
cial lower rate of about 5 percent.

This is the simple solution, according te

+ South African Fiscal Think Tank chairman
.. Marius Van Blerck, to the VAT conundrum,

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

It is also the fairly widespread practice adopt-
ed in other countries. ]

“There is every likelihood that this system will
generate VAT revenues at least 40 percent high-

4 er than our current system.”

Van Blerck reckons that removing problems
with VAT is essential for another important part
of tax reform, reducing the corporate tax rate to
40 percent.

tax; in South Africa in 1987 pérsonal tax only

gcncmted about 50 percent more than corporate

SouthAfncalsmostoutofhmmth most oth-
er countries when it comes to social security tax-
es — basically a form of compulsory national
insurance.

In South Africa social security tax means es-
sentially the Unemployment Insurance Fund,
and stood at two percent of central government
revcnue compared with the world total of 28,1

,South Africa’s social security tax figure is
closé to the average for developing countries in
Africa, at 1,8 percent. Byt since it is better de-

eloped than most countries on the continent, it
shouldigrguably have a higher proportion of

such taX. .
Van Blerck also tax trends between

1980 and 1990 in 40 countries chosen at ran-
dom. The rate of tax in those
countries dropped from 45,80 percent in 1980

n40,36paoeulnl990 Of those countries, 13
have dropped their rates by more than 10 per-
ints and only three have raised their

ly from 1980 to
to 47,77 percent.
puld push the aver-
1992, says Van

n this period, led by
-55 point reduction.
, raised individual
R be reversed.
indicates the ex-
dual tax reforem is

&8 surveyed lmposed

ing the corporate present 48 per-
cent, after itthOpememwherﬁus
year. Hew?mm

In accordant with worldwide trends, South
Africa has seen a systematic removal of tax de- &
ductions in the last decade, resulting in an in-
crease in the tax base.

“However, at the same time we have experi-
enced an increase in corporate tax rates... This
aberration could not have occurred at a worse
time for South Africa, given the simultancous
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.”

wr
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Cosatu march
in two cities

against VAT

By Nwml Klsch

ENS.OF Ill()lh
SANDS of supporters
of the Congress ot
South  Atrican Trade
Unions (Cosatu) mar-
ched  through Tohan
neshburg and Blocm-
fontein yesterday |
threatening to stuke of
the  povernment  gocs
ahcad  with  value-
added tax at the end of
this month

In Johannesburg. the
bulk of the marchers con
verged on John Voraer
Square police headguin
ters,  where  Covatus
assistant  general - sec-
retary, Mr Sam Shitoa,
presented two memoran
da One was addiessed to
the Finance Minister. Me
Barend du Plesas. and

the other ta the Taw and
Onder Mimister. M Her-
nus Kriel

There was a <trong
pohce and taffic police
presence along the mar
chers” ronte from Wande
ters Street The march
hegan and the
unw-l dispersed <horntly
after 2 30 pm

at noon

Marchers singing “free-
dom songs” bore banners
beating sogans such as
“Dont tax building ma-
tenalk™ S Zeo g on
hasie foodstutfs” and “Da
Plessin fisten tous o fce
mational disaster”

The regional secretary
of  Contu's Winwaters
vand branch, Mo Amos
Masondo said later the
memotanda were on two
main issnes violence in
the Black community and
the mplementation of

VAL

Not included

A SAPA sepont on Finance Minister Barend du
Plessin’ mecting with the Co-ordinating Commitiee
on VAT incotrectly stated that
would be subsidised by the State for at least a year
Ihe basic toodstutis to be subsidised are <amp
(s!nmpvmclln) crushed maize or mealic nice (mic

uis) and mitk powder
m&Mﬂ on dried beans and lentils could still be

considered . depending on their avail: bility
Crushed wheat is not included

‘rushed wheat

Sapa

He called on the gov-
crmment o Cstamp out
the violence™

In Bloemfontein, about
6 000 demonstrators mar-
ched o police headguar-
ters. where Cosatu’s trea-
surer. Me Arthur Moipo-
lai. handed over a mem-
orandum for Mr Du Ples-
sis

Addressing demon-
steators in Johannesburg,
Mr Shiloa  warned the
povernment that Cosatu
would engage in industri-
al action. culminating in a
peneral strike

1t would meet its rival,
the National Council of
Teade Umions (Nacta). to

plan the action. which .
might take place in
November

A large police contin-
gent hepta close watch on
the  procecdings. bt
there were no incidents

Conatn and Nactu.
through the Co-ordinat
ing Commitice on VAl
hine recently stepped up
calls tor the implementa-
tion of VAT to be de-
layed to give them time to
ncgotiate a better deal

They say inflation will
increase by three to four
percent and the govern
ment has provided mo cvi
dence of cost benefits fil
tenng to the consumer

Post and phone costs
Jom VAT price hikeé

POST lnd Tcleunmmml
cations  tariff<  will in-
crease by an average of
R.77 percent from Sep
tember 30 to accomodate
value-added tax.

The Postmaster-Gicner-
al, Mr Johan de Villiers,
announced in  Pretoria
yesterday the increase
was necessary 1o defray
the effect of the introduc-
tion of VAT on these ser-

vices
These services are cur-
reptly  exempted  from

Telkom SA is to in-
crease telephone rentals
by R2 to R26 a month for
a automatic  exchange
connections and R27 a
month for party lines
The telephone call charge
will increase from 15¢ to
16,5¢ while the installa-
tion fee for telephones
will increase from R1SS to
R170 The taniff for pay
phone calls will not be ad-
justed

Mr De Villiers <aid
concessionary tariffs that
vonly 1o socil and certam

other pensioners had to
be increased. The tele-
phone instaliation fee for
these clients would in-
crease from R25 to R27
and the monthly rental
from RIR to R19.60.

The Post Office has an-
nounced that postage on
an ordinary letter would
increase from 25c to 27c.
while the tariff for a par
cel of kg would be in
creased from R2.50 10
R2.70. If the same parce!
is dispmrbed by air mail.
the tariff would increase
fervm R U Uty RY (A}

Py

Confusion over VAT
slammed by opposition

Mank

of Finance. Mr

CAPE TOWN. — o"‘-»

sition  spokesmen  were
sharply criticsl yesterdey
of the confusing stretm of
last-minute changes to the
VAT system. but agreed
that VAT must be intro-
duced on September M) 1o
end the wuncertainty.
which affects consumers,
producers. manufacturers
and retailers.

‘The Conservative Party
spokesgran  om  finance,
Mr Casper Uys, said the
public was “‘totalty con-
fused”. while the econ-
omic cffects were even
more serious.

The Demaocratic Party’'s

spoke!

Barend du Plessis. ex-

jected, very late in the
thy lhc Minister received

pected  busi to
prepare for VAT's intro-
duction in little more than
a week, when cvery few
days there were new ad-
ditions and delctions 1o

the system
It was clear that the
husiness  and  industrial

sector were already de-
laying purchases of cami-
tal goods to take advan-
tage of VAT rebates and
rero ratings when these
were introduced. There
ocould therefore be no fur-
ther delaying in introduc-
ing VA1

He found it strange that
when the CP and others
in Parliament  obj

on C
affairs, Mr Jasper Waish,
said of the many changes:
1t has been a costly and
unnccessarily  inefficient
exercise.”
Mr Uys asked how the

from the start to VAT on

from them
and Fistencd to their argu-
memnts.

Mr Uys abar questioned
the proposed swbmidy of
10 percent on crushed
maize, and “possibly
also on beans and lentik.
“How do you charge 10
percent on one hand and
subnidice by 10 percent on
the other. and at what le-
vel do these tramactions
take place?" he msked.

“We otill say hospital
services must not be taxed
— you do not tax enforte-
Uys.

Mr Waish said thet, in
fai direct subsidi

pital
services and prescribed
medicines, these were
brushed aside. But when
Conatu and the ANC ob-

for basic foodstuffs were
to be welcomed s these
for the poor.
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VAT could rise to
«"18pc before long:
ex-official

By Keith Abendroth
A TORMER 1op tank
me ofticial of the De
pattment ot Fmance
and one of the archi-
tects of GST vesterday
<and it would “not be
long  before we see
precemeal increases i
VAT until it veaches
up 1o IR pereent™.

Dr Frits Berkhout, o
retited former ditector of
mternal cconomy in the
depattment. clatmed  the
state appeared 1o have
made a “blunder™ in it
estimates of VAT receipts
and was heading for o
shortfall. of  between
RS bilhon and R7 bithon

Using official Central
Statistics Services and Re-
serve Bank ligures. he
<id it could be <hown
that the state was “over-
shooting™ in ity estimate
of an income of R21.5 il
lion from VAl

“Somewhere along the T

line an error of judgment
has been made in calcn
lating VAT revenues, and
my prediction is that at
will not be long before we
SEC MAssive inereases in
the tax i hine with the
VAT rates of the ncher
western Futopean coun

tries.”” he said
"By now. the govern
ment’s salami policy a

slice at atime - is a well
known soft soaping ap
proach.”

It was far from the
truth to advertise and ex
plain  that VAT was
“leakproof” and the hest
tax for the country

“At hest. it prevents
some of the leakages
caused by Black traders
and the fast decreasing
numbers  of papa-and-
mamma shops.” he said
e —

Without  proper poly
ane ob the v imoce
mampulations and collu

ston botween seller and
buver could not be avond
cd and the consulting
burean set up by him as o
retnement activity  had
ahieady found more than
SO «erious foopholes in
the VAT system

Leakages in the GST
system, said - Dr Berk-
hout. should be blamed
on politicians who had let
themselves be influenced
for personal and political
gain_ or by “pure stupidi-
v, to create for manipu-
lators a system in which it
had been  possible  to
syphon off at least R6 bil-
lion to R7 bilfion in GST
recepls

And, he said. the coun-

trv’s pohliticians did not
seem to have an inkling
that the VAT syvstem
which, in the fimal analy-
sisc had been forced on
the country by the Inter
national Monetary Fund

would create o situa-
tion detrimental to concil-
iatory politics,

Some  politicians.  he
said. seemed to be lean-
ing over bagkwards to
curry favour with the
IMF_ seemingly ing to
be granted an IMF credit
line to support propagan-
da for party- polnical mo-
tives

hout, were glad about the
introduction of VAT be-
cause it gayed thewt frof
“cleartirl§ up the
mess by 'aluh; back

Others, said Dr Berk- L

the exemptions granted in
the past 10 vears and
streamlining  the  Sales
Fax Act in such g way
that it ¢

more alie . gimpas-
sionate. i _reRablé; and
economic ; u-vcnut sys-
tem”. i

A much soﬂulmn

reent with

than 9

Business ur 5
go ahead

By Paula Fray
Coasumer Reporter

On the eve of country-
wide protests 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 Congress 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.

Pickets were held at
the Vereeniging and

Klerlsdorp Receiver of
Revenue offices yester-
day while countrywide
protest meetings have
also beén .

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 exac-
erbate the current poor
business conditions and
delay the start of any
new economic upturn.

“This could, in turn,
have a severe impact on
employment levels.”

he organisation said

it had urged Finance
Minister Barend du Ples-

:;;:nding the; W
te :
(“% of ;m&m“w&’w

With VAT datély

sis not te postpone the
imy ;

tion of VAT.

o

uld. the perI%ﬁ

public sectors had al-
ready invested large
sums in the new tax sys-
tem and postponement
would be “an enormous
national waste”.

Sacob also appealed to
big business not to re-
frain 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

Doétors threaten'thass
action over VAT

CRisen Reperter

THE Society of Dispens-
ing Family Practitioners
(SDFP) — the biggest
representative  body of
doctors  who  dispense
theit own medicines —
yestérday warned of join-
ing in mass action if the
government does not sus-
pend VAT.

The society's co-ordi-
nator, Mr Fazel Muka-
dam, said in Pretoria that
a meeting of 22 omnm'
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 protest
and threats of mass action
if the government does
not negotiate the more
contentious & of
VAT. peett

The SDFP meeting was
heldhon the same dayasa
similar meeting in Cape
Tawn of trades unipns
#hd community organibé-
ﬂ@l

Barend gives VAT cr

FINANCE Minister Barend du
agreed yuunhy to establish a

mmmm

menll:‘nen!l
mittee to st
objecﬂouhthem d

Plessis mef
established by Cosatu, the
tions which obje

wnmdndwbenb-
bers of the commit

the

0 was
While it
group

Inits
commit :E it

At l'le Cape Towm
meeting. Nosted by the
African National Con-
gress, the National Coun-
cil of Trade Unions and

“Special consideration
should be given to the
zero rating of ail health
and  welfare, services
basic necessities and
foodstufts. ~

Mr Mukadsm said &t

¥ ot \'

To g

was recorded that if the




anything over 10% would
cause political problems.”
Ernst & Young tax partner
David Clegg says: "Glven the
decision to go with 13%, the
iGovernment ahould have
coupled publication of this
figure with an announcement
of huge projects to help the
r

poor.

"The relie{ measures
announced beforshand were
not enough.”

Business Times has learnt
that Finance Minister Bar-
end du Plesais decided to re-
duce Vat from 13% to 10% as
late as last Sunday. He
worked into the night to draft
the revised Vat structure.

[t received Cabinet appro-
val on Wednesday shortly
before being announced.

The result is a package
that economists say
hinder economic growth.

Fuel

Aubrey Dickman, honor-
37 professor of economics at
Wits Business School, says:
“The amendments were

""l;l;clz merely defer thc“l:
| ev . People

they have won t:l?’md
against the Government,
concessions made now will

sl S

retrogres-
sive step because it tes
Vat's cost-con! mu

Because fuel tax Is not re-
bateable, its increased cost
will cascade all busi-
nesses whose are af-
fected by the price of petrol
and diesel. is s0o to a
lesser extent as a result of
increased excise duties.

“1 accept that there should
be a tax on fuel. But a higher
fuel tax is very much second
best to higher Vat.

“Reduc the Vat rate
will also increase the Gov-
ernment's deficit which has
inflationary implications and
could delay the reduction of
nominal interest rates.

“Mr Du Plessis says the
lower Vat rate could delay
the reduction of corporate
tax and the top marginal in-
come rate to 40% which the
Government hoped to
achieve in the next three

years.
“Our effective company
and personal tax rates are

l:dyl a business

high by world standards. If
they are not reduced, SA will
remain relatively unattrac-
tive for both foreign and
domestic investment.

Rand Merchant Bank
economist Rudolph Gouws
says: “ldeally, the Govern-
ment should not have
compromised on Vat. How-
ever, it had no option but to
take account of political
realities.”

Professor Dickman says of
the claim that Vat takes
money from consumers and
puts it in the pocket of busl-
ness: “This does not sound

very good, but we must re-
member that the business.
sector s the key to the coun-
try's economic survival.

“If we do not have invest-
ment we will have no new

bs. .
Professor Dickman sa
Vat is a vital element of the
process of transition, coura-
goously embarked on some
years ago, and the additional
economic restructuring

Mﬁm excise taxes on suc!
things as television sets, ciga-
rettes and beer, more than

i{s drunk by
blacks.

Black taxi operators, who
do not receive State subei-
dies, will pay more for petrol.

Mr Du said at his

not be called a burden on the
very poor because “those
who cannot afford to buy food
certainly cannot these
items”.

worst merely deferred by the concessions

acob pleads
for consumer

Business Times Reporter

THE& m of Busi-
ness appealed
business the

to to
benefits of VAT topc‘u-tm-

s,
“Business Is.under the
lic microscope on its mm
Vat. Competition must be
ity gt Smplayer orga
) emp! g
four-point pro-

sation in a
business.

diate goods have been
exempted from Vat in the in-
terests of economic growth,
job creation and international
competitiveness.

The cost savings will take
time to permeate Fou the
system, depending o rate
at which investment decisions
are made. Compliance costs
are also

Genera} price increases
also make it unlikely that the
full cost savings can be
passed to consumers.

“But Industry and com-
merce should be seen to be
identified with tangible bene-
{its from the implementation
of Vat."

The rate cut to 10% can
also be included in construc-
tive marketing strategies,
says Sacob. :

Renege

The organisation also
that failure to

claim credits.
Companies must ensure

are to handle Vat
betare Septamber 3

Sacob says businessmen
should “take every opportun-
ity to urge Government not

on its commit-

to renege
. ment” to lower personal and

company tax.

“lrn.l.ﬁ Vat is eventually
supported by personal and
corporate tax relief, econom-
ic performance will continue
to be adversely affected.

“Direct taxation is now the
Achilles’ heel of tax reform.”

higher
and the inability to-

Barend’s cle¢

25| &g,

stick packa

By CURT VON KEYSERLINGK

THE GOVERNMENT painted Itseif Into a corner
that forced last-minute changes to Vat this
week, say businessmen,
“It's crisis management,”
leader, who asks not to be nam

| “Although the International Monetary Fund recom-
mended 13% Vat, the Government was warned that
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COMMENT

Tax dodge

tax. But perhaps we should spare

some syimpathy for Finance Min-

ister Barend du Plessis. The
clamour over VAT aud 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 Plessis and his
Cabinet colleagues decided we were
to have VAT, and that was (o be the
end of the story

That might have been fine 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 --
politicking which might have pre-
venled 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 zero-rates be applied and so on
Instead it almost went along with
the IMF, which suggested 13" and
no exemptions.

IT IS no way to introduce a new

1

At -
‘,\e(Jb h J

This is all water under the bridge
and, on the whole, critics of the
original VAT propo~als will support
the present relaxations. Cutting the
proposed initial rate to 10% could
take some of the wind out of Cosa-
tu’s sails and leave employers less
charitably inclined towards the
union federation’s call for compen-
satory pay increases.

On 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 tax rates is about to be
broken, Du Plessis warns That's not
surprising. The has already
rencged on its pledge to cut the
budget deficit to 3% of GDP and to
continue with privatisation.

Shppages in income tax cuts will
influence business decisions on
fixed capital invesyment -- 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
any great flight of
Again it is sympt
fix of crisis manage "

Everyone acknowl s that the
need fogprgency onlwei?ed‘qﬁ
other:celisiderations. Bu ..
dust has settled. some caln:m‘i-
sions aeed to be taken. Du Plessis’
next chance comes with his B
in March Between now amgd th
would be advised to do sottie
cal tence mending by consul
more major players about thqco
try’s hinancial give and take. ,

b* "
thE: 1
yp

¥
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OSATU does not believe
that Finance Minister
Barend du Plessis’ an-

nouncement on VAT on’

Wednesday adequately address-
es all the problems associated
with the tax.

We therefore stand by our mm
that the Department of nce
needs to post, the implementa-
tion date of VAT. We are prepared to
enter into iations as a matter of
urgency with a view to
them as rapidly as possible. A pro-
cess of negotia in which the par-
ties are seriously ‘c'mmm“-l :»
reaching agreement is the -
fective way of dealing with cdkl

Du Plessis hll:::l:td that the
costs of postponing mplementa-
tion date of VAT will be too high
However, we believe thal the costs of
social and industrial conflict if the
government insists on pul its
present course, may be far L

The Minister and his departmest

talks

Volewy

to

Ko NE
P

Cosatu wants VAT

revent
a national disaster’

JAY NAIDOO

" to VAT has mounted, the

bas still been reluctant to comsult

ly. Following our
mim on July 16, at -"m
undertook to consult with Cosatu, we

were unable obtain a y to
numerous faxef and phone calls for
several w &

s an attemp

wmipt consul rather than to
iuqq‘ gthen it Minister's an-
- g

have failed properly to negotiate or t was scheduled for
even It in several respects. Or- ::ulu.m'nhmn reorgan-
gmhaﬁouhq@ewbeenmv;w in an a we believe, to
tbeculculntio‘;'po-wm AT pre-empt the of the VAT
[ rate was set;The revenue targets summit held yesterday.
uvenotb-dku-chu. It caly a3 8 result of increasing
b ments of Finance and National
E + lle&l(hhnc:‘mebrvndthhwed
ven now wedo not know on what  With a serias to address
basis the 10% figure was arvived at.  {he shoricomings of VAT However
It seems that the recommendations o inadeasate Tty ar
O e many organisations to Vatcem mwuerzy-
were not )
which was taken seriously e mm c""m'::
of the IMF, which is not as familiar e rgotlalions They are likely
“ifvith South African conditions as the  © y
\,m" organisstions We have several ob| to the
In recent weeks, as the revised VAT system. We coatinue to

present 13% GST ing the
price of ol and diesel will only
worsen problem.

In the studies we have
siomed it appears that most countries
have given a great deal more consid-
eration to the impact of VAT on the

poor, the unemployed and other dis-
advantaged groups. There have been
differential rates, with lower or
zero-rating of essential commodities
and services and a higher rate for
luxuries. The SA government is fond
?l‘ b‘“u the overseas h:xperience of
AT, but appears to be ignoring its
lessons. b

Items previously exempt or ex-
cluded from GST will be tp:xed.

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

We support the view of the health
sector that VAT on medicines and
medical services is immoral. The
wrthl exemptions asnownced on

ednesday are not good esough.

It has been cailculated that a 12%
VAT rate could increase the inflation
rate by about 25 points.
While figures still need to be estab-

b

lished about the inflationary effect of
a10% VAT rate, the petrol and diesel
price increases announced on Wed-
nesday will also be inflationary.
There is no guarantee that the in-
flationary effect of VAT will only be
short term, as the government is try-
ing to suggest. Futhermore, even a
short-term rise in inflation will be
disastrous in the present climate.
We are also concerned that VAT

mech to distribute it Withowt
carefully considered programmes
and the participation of the affected
c ities and organisations, pov-
erty relief will not achieve its objec-
tive

It also does not make much
to introduce poverty relief whi
the same time removing sul on
basic staple foods such as maise and
bread. Further, the targeted
for poverty relief are the md’ E".
This effectively excludes the o
g::‘d; worker, who will therefore net

fit from 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-
Giations 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 of livi:’ for all, and for those
not protected against cost of hving
increases, starvation will stare themn
in the face.

The Inkathagate 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 anger If

will be ab d by the cial
seclor to raise prices. We do not
believe that Vatwatch alone is an
adequate safeguard. In other coun-
tries, far-reaching 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 of administering VAT,
especially for the small business sec-
tor, will be huge These will inevit-
ably be on to the public In
other countries provisions have been
made to assist small business.

The amount of poverty relief

anted by the government remains
ﬁadzq«ale and there has not been
proper thought or consultation on the

tax changes are introduced without
the widest possible consultation and
consent, heightened confliét could
jeopardise the transition process in
its current delicate phase. .
Furthermore, government shou
not underestimate the sensit vity of
any population to unpopular taxes -
advice which Margaret Tlatcher
would give them for free. We b slieve
that opposition to VAT from thk man
in the street cuts across all rcial
and other barriers, even afted the
latest announcements This is 0)po-
sition which the government igncres
at its peril.
[ 1 Naidoo is Cosatu’s general secre-
tary. This article is based on Cdea-
tu's bmissi to y vse
VAT summit.
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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. Instead 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.
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Service publication, pim-
points nicely the mdulym;
notive for the union-African
~ongress opposition 10 Vﬂue Mkhd
Tax.

ATwcux'yJBmmum
ax-payers sull can't vowe.”
This headline, from the
latest Labour Research

It refers to the reduction of the VAT
-ate to 10 percent, and other conces-
sioms.

The “no taxation without representa-
Jon” theme is a valid one, and a neat
stick to chase the government further
in the direction of an interim govemn-

ment. But it should be stripped out of 8

the host of other real and imagined

with and op n o the
m'qil:xn'lmmti"JA‘lr
lxupuhuauymfxmohmpmepa-

ceived Mepnmacy the government
with, say, the

THE WEEKLY MAIL, Septerier 20 to September 26 1991

TWO OPPOSING VIEWS ON WHETHER THE ANTIVAT LOBBY HAS A FAR CASE

Unions seiz&8h VAT s a
blunt pohtlcal weapon ..

VAT, or VAT s pr
mdmhuldmgmmsny.

The circus that the implementation of
VAT has become is due in no small
part to the union movement
a political issue with technical ones —
as well as crisis mm;emcm by the

overnment.
Take, for instance, the leader of
South Africa’s largest union grouping
in a television debate with Finance
Minister Barend du Plessis simuitane-

+ ously adminting VAT is in principle a

tax, and calling for its delay and
a‘:::mf which will make

nmdtmbmmsecmrmhmdlmg\ulnmf

We're a week from VAT Day and
the controversy still rages.

We askad two writers to argue the
case for and against, starting with
VAT enthusiast
REG RUMNEY

this on the grounds of a lack of con-
sultation, even though the Finance
has agreed to negotiations
with the the Cosatu-led
Commitee on VAT.
Just as amusing is Cosatu finding it-
,self in bed with interest groups such
ulheEmw Agents Board and the

The Congress of South African "

Trade Unions is in favour of extend-
m;mmmmna.yuum
motes militant action against a tax
which will raise desperately needed
revenue (0 fund those services. All

ing doctors with wham it nor-
mﬂyhmnnmmmgmmmlm
On the overnment side we have Du

Plessis wnhVATm:wa;
which only the impression of
weakness 10 and foe alike, and

d:dmtmemsuveoﬂ'ummms ‘
tance.

mepicin€ !

O one — net even the Con-
ress of Seuth African

I s the tax: o the te

19

The danger behind the circus-like an-
tics has been that a fairer ax would be
irreparably damaged in pursuit of a

political demand which could be at-
tached to almost any except the most
technical legal changes. This Du Ples-
Sis seems to have resisted.

The strangeness of Cosatu's bedfel-
lows goes beyond irony.

For ple, it now by impli
subscribes to the zero-rating of all
medical services — public and pri-
vate.

Doctors in campaigning for zero-
rating want a better deal under VAT
than they had under GST: zero-rating
means, for instance, that a radiologist
can claim back all the tax he has pud
on expensive medical Ex-
emption would be the same as the
GST system. Now, he charges no
GST on his services o patients, but
gets no ax back. And why should
doctors get tax back, when others
don’t? Surely they be pressed
j to pass on 0 patientst savings
mmﬂmm;amm’

Again, why should food producers
be favoured by zero-ral m when

othes producers are not?

B\u concede for a moment Cowu
has the right to lead the fray in the
battle of specific imuw groups to
serve their own interests.

Wlm vahduy do Cosaru s general

ion of
VATmScplanbu'S(f
The union movement has argued that
the poor will suffer most from VAT.
mmumwm

Crunally.theCcnmled
has argued that w&%
business under VAT will boost corpo-

=Y m:mﬁur.hammbepuedm«o

towards
frade Usions — denieu that  DOtIOr trxaion system but R |8 panies
Valne-Added Tux is 2 toch- the poor that will be a misun-
ingtrusient hardest hit, responds al-t derstanding. The distinction
o Seles DREW PORREST -.'--'!~
ularly at higher levels of tun-
‘South Afrd (e governmment —— but welfare bodies W muhuhpu'r,
;-"- bl: wtdth: The ’."'""‘:"' Nohﬁwll.uh goversment s wn;:.-uw mw'mmf,-
mm_ﬁuf“m“ brond -:m llyouvuktonhc‘ovmm it
=2 ty does & . that e m;mwhopnysmzm.of
ot VAT Wil e ratimary . YAT'S g dors impuct sa €3 par- o Many unicnisms re ecnployed by
| has Nosn 90t of wser countries has been now- h"’rllcr-ﬁ.lvlﬁ secier. lhnmmﬂn
coupled -um—am - But these were mainly capital -nm-u:m Pasiness osisien,
“werking o] T Q‘-n Itc.l handing manufacturers & Where we should be concerned
soed :.mlv St : ety Lo Secks . 7o e clawed pack frem the comoumer 20 protbdiity s iui:ﬂaﬁm
-:-'-mm:r S Univarsity through the breader-based VAT. In Business ility should
.-U‘--II'“—T safaty net, efffect, masufacturers will be encewr~  be Dot be at the expense of the coun-
nhn’--h Sowerst iR expectations, such 2s Seuth Africa, sations and sn .u-—d-h—wn remd wy,im up inflation.
wp 19 R16 000 & yeur h“umu—.ub e tant kmpact en jobs — at the expense © Cosatn and who have
sholl out & third of o fatln 1 s suggested that the -l-i-n of he consumar. Hinked wp with it 10 push their own in-
tamdy ht-rr“'ﬁ-’:u—wi-f - "k e oS and seif.  eymician
Tevenme — -
2’3- -‘::'ll: aﬁ — t*-n:ydh hn~hm¢'t— sbout VAT. The more who be-
. .--lth'.l-hh_- Party govermment. foskhardy. lieve the benefits of VAT won'’t be
The government has cffectively con- mer? In exvironment, num-umuonﬂ- l- -I-l"—d | passed on, the more likely if'is to hap-
ceded this by R220-million they will Almest certainly be used to H- the National Councll for  scraps the new tax? pen. )
for poverty s alemost cor i‘-l*.l--hdn. which also it on the Cosa-  The uniens have net VATss Thatis sad and ill serves the commu-
inadequate — Vatcom identified w twe major food Comunittos en such. But bocause they foar it will far-  nity at large. VAT could have galvan-
wﬂh receive month In lower costs cdalm -‘-"ﬁ-u-“d ody Wﬂ»ﬁﬁ st
rﬂ—-h:h“lb.uht uut.(hu-upd- s e — but thare s 2 hernal of truth tlal foods and That opportunity has been wasted,
... -ﬂ'ﬁ* In trm, ‘hn and inssead & host of ad hoc exemp-
bwwllh"-dr'hu-ﬂ. put crediis en machinery hhuhunmnVAT.wﬁcih
sllecated? Threugh enly a fraction of iis snles. _‘:'— R 0 work better because it
ﬁ'Wm R is werth peinting out that meny- ke rocemly dosmn't allow exceptions.
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CITY PRESS, September 22 1991

! 4

HE government’s highly con-

troversial Value Added T

(VAT) is implemented next’
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.

Cosatu demands a postpone-

ment of VAT until government
addresses the following:
B A zero rating on food, medi-

cine, medical services, electricity

and water;

M Amendments to the VAT Act

to avoid prejudice to small busi-

ness ;

n Negonated poverty relief pro-
rammes and

Much stronger
abuse of the system.

But Finance Minister Barend
du Plessis is adamant that the
implementation of VAT will not be
postponed, saying it would disrupt
business.

One concession is its undertak-
ing to subsidise foodstuffs like
samp, mielie rice and powdered
milk.

1t is clear that Du Plessis has
missed a crucial point.

control ‘on

“introduced has ast

He may Ihve had g

This maybe tme i W
But the way in which V), mas

sions on the government. Gives
volatile poliﬁcal Situation au
deepening n, Du Plebsis
should haye consulted a broad sec-
tion of theé community.

Having gveérlooked this vital is-

sue, Du Pléssis must be mature }.

enough te admit his guilt. ..~ i}
However, we do not think Coss-

tu’s collision course with Du P'C!y- k& :

sis is a solution.

Our country has
enough economic hardshig; A fu-
ture governiment will inlerit
wasteland — which will
enough to sipark a ‘r'evolt.

A solution is still
Plessis goes back't bg dra
board amg reviews Coﬁim's' de—'
mands.

Cosatu’s march: th'ough Jﬂiall-
nesbnrg this week showld be a
warning to the government of fur-
ther possible economic disruption.

%S




‘Put VAT off for a year’ pleads
Ackerman as storm rages on

FRANS ESTERHUYSE and SORCHA VASEY
Weekend Argus Reporters

THE storm over the govern-
ment's controversial Value
Added Tax rages oo with new
threats of widespread induwstri-
al action.

In a dramatic plea, super-
market chief Mr Raymond
Ackerman has called on the
goverument1 “in the inteﬂsst of
peaceful megotiations™ to put
off VAT for at least a year.

Amid a new wave of pro-
tests, more than 20 anti-VAT
organisations have urged the
government to enter into nego-
tiations for a more acceptable
system.

Pick 'n Pay boss Mr Acker-
man said on Friday night. “In
ful negoti-
tation of
VAT should be delayed for at
casi a J:::."

Mr Ackerman, chairman and
chief executive of the compa-
ny, emphasised he was speak-
ing in his personal capacity.

“If 1 was wearing my Piek m
Pay hat [ would say go ahead
with it” he said.

If VAT was delayed his com-
{nny stood to lose the R10 mil-
ion it had spent on implement-
ing the system.

But he said: “Mr De Klerk

ov

make a decision that is good
for the cownfry.”

Mr Ackerman said the im-
plementation of VAT oa Sep-
tember 38 would result in a tax
revolt.

“VAT is dividing South Afri-
cans at a time when the comn-

try's e can ill-af-
“The leftwing feels very bit-
1!.5.1-0 abo:tlknot being qlgu-lled,
Emeivu wrong-
ly anl:i. the last things we need
are demoustrations and
marches in the streets.”

The Heim o!ll R;eue
was coasi allowing re-
tailers to sell &:ods already
marked ap at 12
VAT rate on the
that this would be redwced to
iU priveat ai e UNs, DI ACk-
erman said.

“This is absolutely crazy and
1 am totally opposed to it. It
would be very confusing. Can
T casomsers and the poteatia
of customers
for chacs in the stores?”

Meaawhile the Democratic
Party has called on the govern-
ment to ofc‘;ll'lv;:;u an urgeat
meeting itical ni-
sations, business, trade WM

consumer organisations and

mafjor refief organisations to
negotiate amendments to the
VAT propasals. :

The Democratic Part! has-

listed the government’s “funda-

mental mustakes” in introduc- |
ing VAT. These were that: [

B 1t failed to comsult widely
with the major political organi-
sations not represented im par-
liament, iacluding the trade
unions;

R It overruled key recom- '
mendaticns from Vatcom, the
cummittee established to hear
and consider representations;

B It had in-depth discussions
with an International Moneta
Fund (IMF) delegation, mu
of whose advice was accepted
without substantiating the rea-
sons for acceptamce;

B 1t failed to allow parlia-
memt to consider final recom-
meandations and motivate
amendments. The consuitation
process was therefore imcom-
plete and consensus was oot
obtained;

W It failed to react im time to
!ga:r lnhhy arrene swrh ae laral
authorities and the medical
profession.

The said the number of
basic foods zero-rated should
be increased; targeted rellef

should be in place
E; %mba 30 when VAT is
introguced; adeqlulte maney

should be available to cushion
the impact of the tax; and VAT
should not be imposed on medi-
cal services and prescribed
medicines.
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ALUE added tax comes in 2  was taken in February
week from tedely. That leaves VAT committee m
seven days for to  this February, put what should have
succeed where it has failed in  been the touches to the
as many months and more: to clear tax.Ahcko!mcmmutchruy
! up confusion about the new tax, and about the rate, and dithering and
' to publicise its benefits and backtracking about the rate, ex-
1 “tlrf.gcgvoe?liment bad decided to re- tu'eonm':: po pmdedh“
‘dmmm”m:st?mw%.mm resentment. #0d com the,
e a on to y If Vatwatch
, exempted goods, it would have watchdog.nmht:obob:n:m
ffoundawaytogetbothm‘oﬁ That means humiliating ters
across to the buying public. The lishing their names, pub-
must now be done by the govern- ucltywonldhelpellmhatotllﬂg-
ment-sponsored Vatwatch commit- norance which makes the exploita-
| tee, whose members have found an  tion po-ible.Anletthm
, alarming degree of ance and  some prices, that is what AT was
! plain exploitation as the implemen- supposed to do. Because of those

. tation date for VAT nears.
The decision to implement VAT

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

]
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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 concemns.

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.



fsovt’s last-minute move

costs retajler

THE reduction of the VAT rate to
10% had cost SA's commerce and
industry millions of rands,
spokesmen said yulerday

ll.!.-‘
WIRLLIAM GILFILLAN

because all stores would be operating
scanning laclmiu by the time of

While they wel d the

they said lu late arrival would coal
the industry a large amount of money
to change the systems that many had

timeously put in place.
Cbeclm MD Serun Mnrtlnen(o
d that the i ion of
\V.\Thdcwﬂkpwpabont R1,5m,
g of sy s, statio-
rry and equlpmul and additional

orking hours.

© While he welmnql government's

&cision to lower the VAT rate, he

the fact that the announcement

at such a late stage meant

cost implications for the super-
-let industry”.

Be said Checkers had begun prep-

VAT. “The changes that will now
Mve to be made in terms of dual
labels, point of sale, statio-
and complt!r systems will
n estimated additional

}

r%ed by Checkers

Bt Plck n Pay marleﬁng direc-
ot Mirtin Rosen said the changeover
to VATarould be moderate. Thh wan

Fuel hike shock,g%

PRETORIA — The steep

VAT's introd

He added that VAT had speeded up
the group's decision to move all
stores over (o a scanning operation.
Any change to price would merely
entail a change in the shelf label, he
said.

An industry spokesman said retail-
ers which had high volume and high
turnover rates “would probably not
be too {ar down the road in terms of
pricing their merchandise”.

Explaining
Woolworths financial directer Ray
Schur said the change to VAT had
cost the compasy “a fortuse initially,
md Blrnd has just added to the

Woolvorth preparation included
having a VAT committee, which had
been rumning for nine ha, dual

m llions’ ==

overﬂnntoeanpleulb

CE'dJ:enleﬂl-llhheun—
pany woul working night shifts
and Sundays to change labels on the
store’s 45 000 line items. He expected
new ticketing to cost
R100 000 excluding

day’s announcement,” he said.
Foschini group’s VAT project bead
Norman Day said it was difficult to
estimate the start up costs of the
introduction of VAT, or what it would
cost to change to 10%. However, be
nldmmldbumuunlb.t
fit to the company because Gﬂ' on
certain
by input VAT.

ticketing all merchandise, having ia-
signs

system. “In the next five wesks ve

will have to change everything”, be
said. Woolworths staff would be

muters

S orters
e

was the cost of wew forms
and pricing tables. He that the
costs would be the ted

costs in people’s time and changes to
its systems.

Market w

nanciag sowrces, incleding
the Public lavestment
Commissioner (PIC),
Finance

ty director-general
Calitz said yesterday.

If the PIC is m‘ this
would be dome a com-
mercial basis wrlalb-
tceltrau‘l'be o

market, said Calitz.

The reduction in the VAT
rate to 160% would reduce
b-d(eted revene by

mlbn.

i e N
Irom lh potrol price
increase.

The money weuld defi-
nitely not be raised through
bank loans, be said.

Capital market rates in-
creased slightly on news of
government’s greater bor-

requirement.

e
ment coming to the market
to raise about R706m.

VAT REACTION

SUBSINESS DAY, Fridey, Auguet 23 1991 7

:..‘“ Home industr

BUILDING industry sowrces have welcomed
Fisance Minister Barend du Plessis’s VAT con-

“breathing space”, but were limited in effect to
Hnalm.lhy-ﬂy.luﬁy.
And while prospective home-buyers would
be am extra six months in which (o buy
properties, the effects of the full rate
would be feit after that. .
Certaia contractors had estered into fixed
de comtracts for the construction of homes
the introduction of the VAT Bill, with
ocofnplstion after September 30.
. Bu nlll-'MylhnhM
Senal of VAT due to subcontracting work
would then have had to be borne by the contrac-
tors, with severely detrimental effects in many

cases.
The supply of comstruction services for new

l PETER GALLI )

buildings would be taxed at a rate of 6% be-

ry*gets litited relief

tation of VAT, and trading stock in the hands of
the vendor, would become VAT exempt if a
sale agreement was concluded before March 31
1992

The sale of land for home building purposes
would also be taxed at §% if an agreement for
such 2 sale was before March 1992.
After that, sales would be subject to the stan-
dard VAT rate.

WWVA‘I’MN«-&P» H.-uhlhe of being built on
terson said y the 39 would b wul’.uxihu
Mumbm&eﬂbhnﬂﬂ was concluded before December 31

» Hld-z would 1991, he said But if the home was
nvelo-l inon ». bet

“These builders would have h-‘ stock on
hand that they were unable (o sell. They would
MhnmanV‘Tu.ﬂMmcg
hand, incl the on
hada ":mmmmmﬂnﬂ
claw back,” Patterson sald.

Du Plessis also said the sale of new homes
completed within a year before the implemen-

January 1 1992 and March 31 1992 and
m-hwncucludedmubdmmmn it

would be taxed at 6%.
However, transfer duty would still be pay-
able on those transactions, the Minister said
“Contractors have, in anticipation of VAT,
‘mcm:ed contract pnce- In view of the con-
bent that they

pass on the benefits to therr clients”

Spokeamen.
Southetn African Bus
Cperaters Agsociation
Eric

Copanies
ceotly raised their fares
a-dlhluni.u,...w
be imposed there would be
&0 angry reactior gnd
sibis protest action om

on lhln margins
nd only a handful Inuld
survive without increased
subsidies.

Finance Minister Barend
du Plessis had referred
vaguely (o appropriate sub-
sidy adjustments. However,
he should urgently spell out
in detail what he meant.

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

The 13¢/] increase would
add tens of millions of

“We are devastated by
the increase.

“There is already grave
discontent because of the
level of bus and taxi fares
and this new fuel price hike
will aggravate an already
worrying situation,” Chap-
man added

DP transport spokesman
Wessel Nel said yesterday
the added burden to the mo-
torist, without any compen-
sation, was “totally unac-
ceptable”

CP commerce and indus
try spokesman Daan Nolte
said yesterday Du Plessis’s
statement was a canitula

Em——
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Is the VAT reshuffle good news or bad?

Barend in
the dock

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 argument that low-in-
come commuters were already

ARCH-JUGGLER ... Minister
of Finance Barend 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 of just taking
2 percent off the VAT price as
marked up in his store, though
he would try to do so.

“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.

mes - CONS

O Twe pwesat redustion ia VAT benefits all. Like- () Storen faced with remark-
ly increase in infiaties rate (CPT) of 15 percent. ing millions of goods at great
compared 1o 25 pareent predicted before the cut. cost.

O He waited until maximum
disruption had been reached
before acting.

O Amounts to about R10 a
mosth for about 2.4 million

— derisorily litte, but
than nothing.

Oln medium term will still

see a2 t increase in
h.-bmm

8]

a d—mhw--h

for o state -Lll o comncessions here and ex-

Mure posple will qualify for medical perts balieve be could have

sarvioes. sero-rated this with very
little loss of revenue.

O Ne incresse in ameunt al-

OPoverty reief ast. Tocated but will be reviewed
mant year.

OVAT annptie: e trade wmise and employes

QAR services a bt ot

VAY caters for shout 89 parcent of people public heaith care could

Y placs 2 os hos-

a
ﬂH
O Sereams of aire
predictions of .‘ﬂa.
d SEROuWRCES
rinln taxi-fares.

Permers forecast hard-
and predict that cests
rise, food prices ia-

fall heaviest on

i

food.

At the end of the day. Sunday
Star believes that no matter
how well-intentioned the Minis-
ter's actions were. the ad hoc
changes which Government has
been forred to take <honld have

i and more expensive

g
¥
3
2
5
H
%

question
er the money raised will not
merely be spent custuoning

ernment’s bureaucratic struc-
tures which flourish apace

It 1s also true that VAT at
10 percent is very low — in
most countries around the world
the equivalent rate is 15 percent.

A=A nnt all nf them zero rate

Many believe a differential
rate would have done the trick
— high on luxury goods and
zero-rated on food.

This would have taken into
asccount the very narrow band
of high earners as opposed to
the mllions of poor

Things like VAT on medical
services — acceptable from a
tax point of view but not from a
moral and economic stance —
could have been excluded at
little loss of revenue to the
fiscus.

Perhaps more should have
been done to tax business and
the credits on capital and inter-
mediate goods phased in over
three years as was onginally in-
tended.

But the experts sav business
has made commitments on the
strength of the announced mea-
sures and can back-track now
only at enormous cost
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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 1991of 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.



LOSdll SidMms tax 0N 100G

THE implementation
of Value Added Tax
was fantamount to a

and health

plemented
Jobs were on the lin

waiting for VAT 10 be im-

a result of this, he said

munication with  tradi-
tional trade unions since
March in addition to rep-
resentations being made

e as

criminal  act, says With rcfcrence 1o 1o him since 1988 when
Congress of SA Trade Cosatu not having been VAT was first suggested
Unions  general - (cqenative consultation on Regarding the inflation titial “"hump™ but that conpsulted, Du Plessis said  and that he had listened o (] °
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Infiation time. i, ve got the  and proved the of the electorate; for the way "'s President Y,
‘ lmmmubeydearnm-lyw-y _,l m'"...“. which the govermment F W de
He said there were, ac- He added tha he would | we willgeta that v - i &y impieenenting VAT Klerk if Finance Minister
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would further fuel infla- the implementation VAT We Mr Owen'| 7coiliee VAT co-
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Barend hints at making ‘pre-empti ;Msjtatement on VAT today T ome: oo
e are the comings in the new tax
FINANCE Minister Barend du Plessis in- A Finance spokesman said Du Plessis to mobilise millions of poor people unless  trade union subscri, ernment's )
dicated yesterdsy he might reschedule his ~ was unable to postpone another important [ LESLEY LAMBERT significant relief measures are granted. Du Plessis is unlikely to make major Comions’ no.t b:mc?e yer e oeen esvived
VAT snnouncement from Friday to today,  meeting scheduled for Friday. There was  made similar threats of mass action and There has been broad consensus among  concessions in any of these areas. Inland are llll‘rlleful‘ but Problems
which means he will address the politically  nothing sinister about the move. defiance in recent weeks in the run-up to  organised business, welfare and ition  Revenue Department spokesmen have use there is MWC in The committee said it
explosive issue one day ahead of an anti- But the ANC and Cosatu — whose the introduction of VAT on September 30.  political circles that proposed relief mea warned that each percentage point redwc- 1 the had written to Du Plessis
VAT summit organised by the ANC and H‘werlul last-minute lobbying has forced A Coutu spoiuman uld Du Plessishad  sures will not provide sufficient relief to' tion in VAT would represent about R3bn in o Fu Ildlmen tal prob- detailingthe problemswith
trade umions. Plessis to make the public d to le a VAT the 17-million inadequately fed  lost revenue. lems remain. VATnptn VAT but to date, he had
If he does, it will follow iimbmediately on  have made it clear they will view it as an  with the union for yulerd-y or today but  South Africans. They have also caiculated that the zero- ation of J
this morning's Cabinet meeting at which  attempt to pre-empt their latest round of  the union had been unable to accommodate Sacob has called on government to make  rating of all foodstuffs, medical services services and medicines not . a
be will disciose his VAT proposals to his  demands for negotiated relief measures. the Minister R1,2bn available for assistance, while the  and supplies, housing and union fees would will have disastrons cone. The committee woul
colleagues ANC spokesman Saki Macozoma said if Economists say Du Plessis is caught be-  DP has proposed R2,4bn. Other relief pro-  push up the rate for other items signifi- or also request 2 meeting with
A statement isswed by the Finance De-  Du Plessis announced his plans without tween the tax purists, who argue that vul: have included a reduction in the cantly to about 18%. x::’:-—JAYN Health Minister Rina Ven-
rtment yesterday said there was a possi-  consulting the various pressure groups, the ~ VAT's viability depends on the minimum AT rate, zero-rating or reduced rates for Postponing the tax would Che Cossta general secretary, ter and had planned a sec
ﬁfm that a public announcement wouldbe ~ ANC would have to defy VAT. of exemptions and special treatment, and  essential items such as basic foodstuffs, economic dem'u it .o- ,_‘-' ’ ond VAT conference on
y-q‘th.d to today. Cosatu and other lobby groups have the pressure groups, who are threatening medle-l nervlcel and supplies, housing and  troy September 23 to review
b : = . . . progress in negotiations
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Alant speaxs v..
difficulty of helping
mg}ffg\~ poor via tax

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.
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 Septerhber.
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
jon of

Dr Alant pointed out
these  services  were
already heavily subsidised
by the State and met the
needs of about 80 peroent
of the population.

With regard to food-
stuffs, Dr Alant said it
had been decided to
exempt only two basic
items, after it was found
that under the old GST
system most of the
exemption benefits were
enjoyed by people who
could afford to pay tax.

He said the exemptions
under the GST 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

‘lable th °

gh welfare

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 medicines supplicd
by the State. provincial
and local  authorities
would also be exempt
from VAT

organisations.

“An amount of R220
million will be spent be-
tween now and the end of
March next year,” he
pointed out.

Citing examples of the
inadequacies of the old
GST system, Dr Alant
said that more than 80

per-
cent of the benefit of
exempting certain food-

stuffs was cnjoyed by
those who could afford to
pey tax.

“put differently, this
means that RS was spent
10 get R1 worth of aid to

the poor.
The same, be said,
could be said about

exempting housing  be-
cause the wealthy spent
money on luxury bomes
and seaside  holiday
homes while many of the
poor could not even af-
ford the most basic shel-
ter.
Dr Alant said that
while a lot of noisc was
being made about the in-
troduction of VAT by
various  people  and
groups opposed to it, it
was unfortunate they did
not make use of the op-
. torded to

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 Vatcom's
task and everybody in
South Africa was invited
to participate in the pro-
ceedings. A great number
of and ‘organisa-
tions accepted this offer
and more than 122
amendments were made
to the Bill as a result of
Vastcom's recommenda-
tions,” be stressed.

— Sapa.

{T is unfortunate that Dr
Theo Alant, the Deputy

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 there has been
with VAT. It started with
the appointment of the
Margo Commission in
1984 which culminated in
the Commission’s Report

Cosatu mass
.action against

VAT

in W Tvl

COSATU's Western Transvaal region will embark
on a programme of mass action from Monday o
September 30inaneffort tocompel the Government
on date of VAT.

to postpone l.lhe implementati

discussed a range of issues including VAT, the
National Peace Accord as well as trade union unity

The congress called on finance minisier Mr du
Plessis 1o postpone VAT so that effective negotia-
tions with Cosatu could be made.

Workers will demonstrate in factories, mines and
shops. Pickets at the ol fice of the receiver ol ievenuce
or manpower department will be held in all Cosatu
locals in the western Transvaal

On September 21 there will be protest marchesin
Vereeniging, Sasolburg, Klerksdorp, Parys,
Carletonville and [ichtenburg

A meeting of regional shop stewards council on
September 22 will assess the protest and decide on

frvethoer cton

d by 400 del

of Finance, has
chosen 10 try and discred-
it those who are cam-
paigning for 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

cLommisslion receiveu
1 100 submissions on

A\ -
)t

AX 4

THE Value Added
Tax Commission had,
since August last year,
received 1 100 written
submissions and evi-
dence from 120 organi-
sations which lead to
112 changes to the
draft Bill on VAT, says
Finance Minister Bare-
nd du Plessis.

Speaking on the firt

weekly television series to
inform the public about
VAT, Mr Du Plessis said
Parliament  itself  had
made a further 78 changes
to the draft Bill before fi-
nally approving VAT.

Mr Du Plessis said he
was satisfied there had
been sufficient consuita-

VAT — Baren

VAT at the end of Sep-
tember.

He pointed out that he
had been given special
powers by Parliament to
continue  consultations
after the final legislation

Despite

discussions regarding the

Cosatud

tions with interested | implications of VAT, he
groups and indivi on d the impk
the implementation of |tion of the tax could no

211(" -
claim

cerned, it is totally untrue
W say that no  re-
presentations were sub-
mitted on the VAT issue,
something  Dr  Alant
should certainly be aware
of.

In our meeting with the
Minister on July 16, Cosa-

a

H 1

saying that “no rep

tations were  received

from the parties and orga-

nisations  NOW  accusing
. the government of not
consulting” (The Citizen
24/8091).

Dr Alant is also quoted
as having said that after
Cosatu’s meeting with the
Mimster on July 16, 1991,
“~despite repeated invita-
tions from the Minister of
Finance.” Jay Naidoo was
“unable to fit in a follow-
up meeting” (The Citizen
24/891)

At the summit on VA'F
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 issuc. which they
felt had been distegarded
For example, a number of
organisations  had  sug-
gested a low VAT rate
and proposed that basic
foods  should not  be
taxed

Vo fan as Cosatuas con-

w

dum on VAT on basic
foods; medicines  and
medical services. We sub-
mitted further re-
presentations on July 19
on the issue of trade
union subscriptions and
affiliation fees.

Dr Alant’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 10
VAT

Fuithermore Dr Alant
is disingenuous, to say the
least. to suggest that the
failure to have a follow-
up meeting 0 Cosatu’s
July 16 meeting with the
Mumistes is in any way the
result of reluctance on
Cosatu’s part to have such
a meeting After the July
16 meeting 1t was agreed
that the Minister would
respond to us on our rep-

resentations  before  the
Cosatu Congress  (July
24). and that a follow up

enies Alant’s

mecting would be held.
The Minister failed to
honour this undertaking.
Numerous calls
and faxes to his office re-
ceived no response. Fur-
ther faxes were sent to the
Minister on July 29 and
on August 2 requesting a
response. We finally re-
ceived an acknowledg-
ment from the Minister
on August 16, exactly one
month after his undertak-
ing to respond in 48

R
Advice to
Barend

1 CANNOT understand
how a man of Barend’s
capability can mess up a
matter like VAT. | regard
myself as just a normal
and average person. 1
would have acted in the
following manner and
challenge Barend just to
do this, if he has the guts
to.
Simply change Sales
Tax to VAT and come in
at 12 percent. Taxable
and noo-taxable remains
the same for VAT

hours, 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 VAT 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  sefious  reserva-
tions about the way m
which the government

was implementing VAT.
NEIL COLEMAN
Cosaty Information Offi-
cer
Johannesburg
[ ] | ]

the positi
nine months later and he
will then have plenty of
options or alterations 0
choose from:

1. He can then increase
or decrease on 12 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 non-
VATable items — rather
increase 12% to X. Easy
and straighforward with-
out upsetting anyone and
causing hassles.

SSDD

e

I

‘mgcr be delayed.
Referring to the history
of VAT, he said a year
after the Margo Commis-
sion started its {

vuudoavu v

stage VAT
protest ™

COSATU is to stage a protest march in Johannesburg
on September 18 to express displeasure at govern-
ment’s 'mlenlion 10 implement VAT, the trade union

fed

s W and p . Mr Andrew
13 Zulu, dy day at Etwatwa near Daveyton.
Mr Zulu told 4000 ANC supporters at a rally: “We

1ons into a new tax sys-
tem for the country in
1984, it had indi d that

are not“pvep-nd 0 pay Value-added Tax on basic
food: lectricity and

VAT would be a suitable
tax to replace General
Sales Tax.

Mr Du Plessis said fol-
lowing further investiga-
tions, government had ac-
cepted the recommenda-
tions in 1987 and publish-
ed a white paper on the
proposals. -

A final decision on im-
plementing the tax was
taken in 1988.

He added that after the
draft legislation was pub-
lished in June last year
the Department of Inland
Revenue had held semi-
nars and di ions with

y 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.”

Members

ANC NEC members Mr Chris Hani and Mr Ronnie
Kasrils, 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 under an ANC goverment.

Transnet would be “1aken by our peopie as well, as
theis means of transport,” said Mr Hani.

On the rent issue, Mr Hani said: “Our people must
pey the rent according to what they eamn, and the hous-
ing problem must 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 b

Yy

various groups across the
country. — Sapa

of capitalism,” he said.
Form

Mr Kasrils calied on Etwatwa residents to form disci-
plined defence committees to ward off attacks by “rooi-
dookes™.

He urged the crowd not to vote

“for people lik
Gatsha Buthelezi” when . e o

were called.

Cosatu: VAT

A\

response or

we

THE Coagress of SA
Trade Unions (Cosatu)
will seek an urgent
meccting tomorrow
with  Presient  De
Klerk if Finance Minis-
ter Barend du Plesss
does not respond to se-
rous grevances about
VAT, according to a
Cosatu statement
Cosatu’s VAT co ords-
nating commitice, elected
at last Wednesday's VAT
summit.  held its  first
mceting yesterday to con
suder steps to be taken to
postpone the implemen-
tation of VAT until short-

see FW

comings had been resol-
ved im the mew tax systcm.

The committee sad it
had written t0 Mi Du
Picssis detailing the prob-
lkems with VAT, bwt, to

Mi Du Plcsss o a live TV
debaic on VAT, and it
uiged the public to write
fetters on VAT 1o the
govermment

Tax  expens would

date, he had wot respond

ed
The would

alw request 2 mecting
with  Health Miansct
Rina Venter and had
plansed a swcond VAT
conference va September
23 10 1eview progress
negotiations with the gov-
crnment and 10 deade oa
further steps

Mcanwhbk. the com-
mittce  would challenge

agaiast VAT, while Cosa
tu would organisc public
mcctings 8 majos
cemtres.

The statcrment listed 18
organnatuns ng
anti VAT action, indud
ing the ANC. the Johan-
ncsburg  Child  Welfare
Sockety and  Operation
Hunger. — Sapa

- -
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N the wake of the Inkathagate scandal. the
povernment faces a new crisis of legitmacy
over Value Added Tax which could force it

- 10 the wall

I he warning that VAT could be the gov-
crnment’s Waterloo, as the poll tax severely
damaged the Conservative Party in Britain,

was sounded by Congress of South African
Tiade Unions general secretary Jay Naidoo.

‘1 came amid mounting popular resistance o
he new 1ax, including protest marches this
week by thousands of workers in Johannes-
turg and Bloemfontein and pickets in Vereenig-
ing. Klerksdorp, Rosslyn and Brits.

Trade unions representing close 1o two million
workers and a national federation of civic bod-
ies are girding their loins for battle on the issue.

A final decision about the next wave of mass
action will be taken at the second VAT summit
on Monday. But Cosatu, which lcads an anti-
VAT coalition of 93 civic, union and wclifare
hadies, has wamned that a general strike and rent
and tax hoycotts could flow from it.

Included in this would be a boycott of PAYE,
axl labour has strongly hinted that it will put the
squecze on employers to halt PAYE deduc-
tions. Demands for a five percent increase 10
offset the anticipated inflationary effect of VAT
are already feeding into pay negotiations.

In addition, the deadlock between anti-VAT
campaigners and the state is likely to bedevil ne-
gotiations mmed at ending clectricity boycotts
and restructuring local government.

The VA’ l' cnsls escalated sharply this week
when, at talks in Pretoria, Finance Minister Ba-
rend du Plessis rejected compromise demands
by the Cosatu-led Co-ordinating Committee on
VAT for asix-month delay in the levying, of the
new tax on basic foods, medicines, medical ser-
vies, electricity and water. This would be to al-
low for further negotiations.

Ihe current VAT system, which takes effect
an September 30, exempts only brown bread,
maize meal, bus and rail transport, rented ac-
commaodation and ccrtain municipal scrvices. A
wide range of formerly GST-cxempt foods and
services will be taxable, raising fcars of a risc in
the cost of living of up to five percent for the

7Ty poor.

At the alks, Du Plessis offered subsidies to the
tane of R50-million on foods consumed by the
very poor, SADF assistance in running a pover-
ty relief programme and additional powers for
Vatwatch 10 monitor company costs.

Rejecting his counter-proposals, the commit-
tee said it would seek direct talks with President
FW de Klerk and the South African Chamber of
Business and Afrikancr Handelsinstituut,
which it accused of giving “unconditional sup-
port” 1o the government.

Last Friday Cosatu, the National Counci' of
Trade Unions and the Confederation of Metal
and Building Unions, a key rcpresentative of
white skilled labour, agreed to call for the post-
ponement of VAT and negotiations on three key
short-term demands.

These were the zero-rating of basic foods,
medical services and prescribed medicines, wa-
w1 and clectricity and trade union sbuscriptions,
effective measures o control price abuse and a
v.ig::imed poverty relief programme.

y also urged talks on the entire tax system
mnthe lomger torm.

Cosatu’s campaigns co-ordinator, | isa Seftel,
believes the threat of a national strike is not an
mmc.hm admits that the success of such

will depend on massive mobilisation.

$he said the campaign was likely to cover a

2]l

Barend heads
for VATerloo

The government's determmat»on 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 issucs, including calls for intcrim gov-
emment and broader opposition to taxes under
the banncr of “no taxation without representa-
tion”.

Sefict also pointed out that after Cosatu’s July
national congress and the call for no taxation
withour representation, workers had made de-
mands that employcrs stop deducting PAYE.

Tax specialist Chris Frame commented that
employers were legally obliged to deduct
PAYE. Demarnds for an end to the practice could

trigger industrial conflict.

The federation will hammer out a programme
of action around VAT at a special central execu-
live commitiec mecting next

Mcanwhile, the blue chip Premier Group
broke ranks with the mass of employers by
throwing its weight behind the campaign for

VAT’s pos!
Premier chairman Peter Wrighton made an
“urgent appeal o t to reconsider the

|mposmmofVATwlmmeommu'yuml.he
threshold of mgotmaufmnncwmddmmc
ratice South Africa.

%swamﬂﬁmﬁnﬂuw&lmmﬂ
absolutely Y, ially for the intro-

also planned for Potgietersrus in the Northern
Transvaal.

The Cape Town-based Western Cape Action
Group against VAT has gathered a large group
of organisations under its banner and will, in the
next two wecks conduct an intensive can'galgn
against the tax, says publicity officer Rosic

Campbell.

The African National Congress, Cosatu, Pan

Africanist Congress, Azanian People’s Organi-

sation, Workers’ Organisation for Socialist Ac-
tion and a varicty of community and service or-
ganisations sit on the Co-ordinating Committee
on VAT.

The National Interim Civics Committee also
said it would join the anti-VAT campaign. Its
members were planning marches and would
call for new rent boycotts as a measure if no sig-
nificant gains are made on the VAT commit-
tee's

conference on Wednesday, the Na-

edical and Dental Association said its
members might boycott the tax by not charging
patients VA

A uoncm:uhwd concerned sectors of
Pﬂl bL!colmfﬂom

Ata
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duamndamwlnsynénwmm quires gen-
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for further negotiations on

In Durban, a coalition of o
hold a picket this weekend, while &
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Entire tax system will collapse, warns Naidoo

VAT threat b

‘ aQ \ & ( ay
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 Naidoo 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
“Vatline”, Mr Naidoo said:
“I' will be a national disas-
iev if it goes ahead.” General
resistance would spread to
PAYE 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-
fessor Louise Tager said the
impasse between the Gov-
ernment and the Co-ordinat-
ing Committee on VAT was
comPIIcatlng the watch-
body's task.

The committee said yes-
terday that mass action, in-
cluding tax resistance and a
general strike, would be dis-
cussed at the second VAT
summit on Monday. It would
jeek to meet President de
Kierk to point out that there
was potential for either con-
flict or consensus.

The VAT committee,
wiiiel represents 93 organi-
astlons, 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

would more foods be zero-
rated. He announced a
10 percent subsidy on samp,
mealie, rice and powdered
milk fol 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.

. 1
Massed against VAT . . . protesters take to the streets to show their displeasure with the new tax system.

the VAT committee said it
was completely inadequate.

Professor Tager said that’

if the subsidies had an effec)
equivalent to zero-rakihg,
Vatwatch would welcome
them and similar measures.

She said Vatwatch would
like to see the subsidies 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 8,77 per-
¢ent 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 will increase from 25c

to 27c. Phone rentals will in-
crease by R2 to R26, and
phone call charges from 15¢

R el TR
R155 to R170.

Phone rental on party
lines will go up to Rn a
month, and call charges
from 15c¢ to 16,5c a unit. Pay
phones are not affected.

Postmaster-General Johan
de Villiers said VAT would

push up these charges, which
were presently exempt from
general sales tax.

Concessionary tariffs for
dociel and certain other pen-
sioners will increase as well:
telephone installation rises
from R25 to R27, and month-
ly rental will increase by
R1,60 to R19,60.

Mailing a 1 kg parcel will
cost R2,70 — 20c more. Air-
mail for the same package
will cost R3,60 — 30c more.



Med

THE introduction of

eases that are caused
by the political
deprivations, a doctor
has said.

Dr Aaron Motsosledi,
vice-chairman  of the
Northern Transvaal region
of the ANC, was address-
ing a fundraising dinner of
the organisation on Satur-
day night and told the
gathering that 80 percent
of black people were not
on medical aid, while 80
percent of whites were.

Untair

“This means that 80
percent of the entire na-
tion is not on medical aid
and are therefore going to
be taxed each time they
g0 to a doctor or to hospi-
tal.

ical
taxation
slammed

By MATHATHA
TSEDU

““When we look at the
diseases that black people
suffer from, you find that
they are wberculosis,

**All these are related 10
the lack of clean water
and food.

T MARCIA KLEW ]

s recession like the last”.
d ales would be especially
d and would only show a marginal

the usually buoy
would show limit
to recent years,

Michiel Bester sa

lyw
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ment.  \34¢

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

certain goods, but also
to begin export on a
considerable scale from
South Africa, particu-
larly to African coun-
trics in the Southern

the

‘VAT can’t be delayed’

“On the side of the
government, we have
repeatedly  expressed
our willingness to give
support, by means of in-
vestment in all sorts of
help programmes where

hemisphere. This means
i of

existing, and the cre-

*~

v

this poist. We and the
HOlpItll Minister have not en-
““The responsibility to unger. tered lnto policy debate
provide purified water is The committee has re- According to Mr Fan-
with the G but | pea dly requestex &:: aroff, uwmmh 's
many areas in the rural P system
areas have no waier atall, | VAT on September 30 be sl stood. The growp
let alone clean water. delayed Y allow the was for coun-
““These are the people o o the mﬂwh at
who get sick and are tem to ""'. uately ad- "'T:" ""‘:":p
going to be taxed for d
i i resentation to the Gov-
being ill due 1o the ° O

deprivation by Govern-
ment,”” Motsoaledi said.

““It is all so unfair,”" he
said, adding: ‘‘We are
fighting against this but
who will belp w®’

ol

rade unions
eet to talk

about VAT

THREE trade union fed-
erations representing 43
unions and 16 unaffiliated
unons met in Johannes-
burg on Saturday to dis-
cuss the implications of
VAl

The convenors, Cosatu
and Nactu. said m a jont

watement  the  meetng
was a follow-up to the
VAT summit held on Au-
gust 22

I'hey sind all the umons
were highly entieat ot the
Jack of concern by the Mi
nister of Finance for the
“disastious” effect VAT
would have on lower in
come  groups and  the
uncmployed South

The unions supported
the following demands of
the VAT summit and

lems of implement-
VAT, the effects of a

By Sharees Singh

In the first major action
against VAT, and in sup-

"

of for in-

called for a postp
for the implementation of
VAT to allow for negotia:
wons on the following de
mands:

o Zero-rating of basic

toodstuffs,  medical ser
aees  and o prese ribed
medicines, water and
clectricity.  and trade
union subsenpuions.

e the need for mone
cllective measutes tocon
trol price abuse’

e new  povernh rehe

progranimes had 10 be

properly negotrated

Sapa

dustrial restructuring,
about 100000 workers
countrywide are set to
take to the streets today
in a “human chain” dem-
onstration.

The action, organised
by the SA Clothing and
Textile Workers Union
(Sactwu), is in line with a
recent Cosatu decision to
hold demonstrations
against VAT.

Sactwu spokesman
t| Ebrahim Patel said

that osable ey
showed a 15% real increase last
year, would be down by 2% this year.

After a bottoming out in the first quarter
of 1992, Bester expected a 1% decline over
most of 1992 and the return to a positive
figure at year-end.

He said retail markets would certainl
experience a decline in real terms bot{
over the curtent year and the first half of
retail sales to
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“In the light of our
own experience  with

administrative problems  4tion of new, work op-
@rovement after the first quarter of | of implementing VAT, T A VAT and the_incffec-
next yw"rter said food inflation was | the effects of delaying “1 put it to the com- tiveness of VAT exemp-
in high, and VAT could exert | implementation,  and mittee that this invest-  tions, and the similar
rd p G iy the posible effects on ment is an indispensabl . I experi
weakness into the first or | conswmer prices. injection especially at in other countries where
e of 1992, The working group ulgbeg!nnlngo‘lbeup- VAT ecxcmptions are
fikie key factors retail | will report back on Sep-  S%ins. in order to pro-  made, it is clear that the
e wage rate, which would | tember 16. mote business confi-  tax system should mot be
Poaly 13% to 14% in 1991. Also, Mr Du Plessis said in  dence  and  economic  employed to achiove s0-
be a drop in of | a that the growth. cial objectives.
pustponement  of the “The committee “Thus, for example,
H jon date of  pointed out specific dif-  the VAT rate in Britain
VAT would be ficulti ing the is, no less than 17,5 per-
ly detrimental to the implementation of VAT  cent, which is excep-

more rapidly than CPI (which in-
cluded services) in the recession.
He e the te to happen pext

tors from overscas, over

from an administrative
point of view, as well as

the possible effect it

tionally high, but which
is directly the result of
all sorts of exemptions

might have, especially  which have been made
on low income house- in the course of time,
hokli:. ciear tha mainly as the result of
“It was very that itical pressure.
the committee and the po‘"The government
organisations thatit rep-  thus remains convinoed
resents were advised by  that as far, as the VAT
people who worked  system is concerned, we
from a totally different  must proceed with the
data base than we inthe  purest possible system
government have been  — which will also be the

doing for a long period

Cosatu: job talks urgent

vana vow uenes A\ 12
LARGE-scale job losses in SA’s main
sectors

‘Human chain’ demo

workers would also be
hlghll,hunl their de-
mand for union involve-

ploy underlined the urgen-
cy of negotiations between Cosatu,
employers’ federation Saccola and govern-
ment on a coherent approach to ending
retrenchments and creating jobs, Cosatu
said yesterday.

The latest Central Statistical Service
figures, released this week, show that more
than 40 000 workers lost their jobs earlier
this year in the four main employment
sectors: manufacturing, construction, min-
ing and quarrying, and electricity.

National Union of Metalworkers
ational secretary Bernie Fanaroff said

lumsa was demanding a moratorium on

ment in planning for tr , and that government nego-

growth job security. te macro-economic policy. il
The union has held a

series of workshops on . 1.°:1

economic restructuring
as well as a major con-
ference in April in which
employers in the indus-
try also took part.
Today’s action aims to
demonstrate actively on
issues Cosatu has taken
firm positions on.
Permission has been
granted by various mu-
nicipalities for the dem-
onstrations to take place
between 1 and 2 pm.

for the requirements of
,local manufacturers of

in preparing for the im-
plementation of VAT.

“It is «hus necessary
that the greatest poss-
ible measure of verifica~
tion of the different de-
parture points and data
bases must be done be-
fore there can be talk of
achieving consensus
over such matters as:
where VAT could poss-
ibly have a ncgative ef-
fect and, if this is so, in
which way action to
lighten the implications
may be necessary.

easiest to implement —
and, where necessary,
rather provide relief on
a direct targeted help
basis.” .

Dr Bemie Fanmaroff,
an organiser for the Co-
satu-affiliated National
Union of Metalworkers
of South Africa, said Mr
Du Plessis had taken the
committee’s  concemns
seriously.

The committee’s ob-
jections stood, and it
would convene public
meetings to outline its
position, he said.

T L‘\\‘\l‘\r

s in the implementation of the new
ug and its effect on consumers.

A major concern wa:; the new system's

argued.

“We fear that impl

L) From Page

1

relief in uther sectors or to spend on social
and development projects, the commitiee

lementation of VAT in

potential to boost the inflation spiral
The delay in the purchase of ca
pital
goods, which would quali fy for an input tax
credit, would result in asignificant reduc-
tion in revenue in the first year which
would curtail governme -ut's ability to give

its present form will lead to widespread
hardship and a backlash against payment
of taxes I is also likely to lead to industri.
al unrest, with workers demanding wage
increases to compensate for the effects of
VAT.” the memorandum said
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that a goal like full electrification would
cost R1,4 billion a year. A total assault
on housing backiogs would require RS
billion a year.

It doesn't matter what national goals
or priorities are set - money will be
needed to finance the efforts. There-
fore, a fair, efficient tax system is a
‘must’ - no matter which party is in
power.

Saneof(!meumbavaxoltm

for by taxes on spending. Without this
contribution, taxes on income would

IF THE PRICE OF YOUR TOOTHPASTE GsT-

SUDDENLY MAKES YOUR TEETH CHATTER,
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- premises aad oquip and
the material they buy 10 turn into goods
for the consumer. So prices are not
increased because of tax, only to be
uxedaphhm-hnmwuhGST

that helps officials spot the evaders
and their tricks.

- the so called GST on GST

hld;ﬁma,banATnfm
will help 10 uncover other forms of

Some up also
found it relatively easy to evade GST
or engage in other tax abuses.

VAT creates what the expertscall ‘a
clear audit trail’ - allowing the taxman
0 check exactly who paid what tax
when. They can track what cost items
come into a business and what added

ion, in p lar income tax eva-
sion.

A BROADER SPREAD
VAT is also levied on a broader range
of goods and services. There were
GST. So the system was expensive O

CALL VATWATCH.

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

we need you to be our eyes.

Mngwday,ukemmwodmammzamuolmek‘mmnw

them again next week. And the week after.

If you discover a price suddenly shoots up, please don't hesitate to call VATWATCH.

VATWATCH

TEL: (011) 484 3393

FAX: (011) 484 3395

MAKING SURE
ITS FAIR

Tax money made the rescue operation of the Ocsancs possible.

become punitive. value is created and passed on by the  the tax net.

VAT, like GST, isa tax on spending.  business. In addition, VAT spreads the tax
Bu imemational experience shows  Substantial international VAT moni- load more evealy over both rich and
VAT is fairer and more efficient than  toring experience has been built up.  POor- . . .

The International Monetary Fund and A poor family’s spending is domi-
NO TAX ON TAX the European Community passed ons ~ Dated by everyday purchases. These

The VAT system allows busi Jot of this information to South Africa. E;remm:mummun

wclmnbncklheVA’l‘u\eyp-ym Thesusyum Bumuich ily's often ex-

like lessons from the golf pro, or fees
for accountancy services, or fees for
mmhmmhwwphmfwa

Sophmtedmsmhnsdzse
escaped GST. This meant the rich
man's lifestyle was less subject to tax
than the poor man's. And that is not
fair.

‘lhponmnsmvedmampk. basic

VAT, then, is a fairer, more efficient
tax. GST off poorly in just
sbout any comparison. It has to go.

IT PAYS T0 GUARD

RGAINST ANTI-VAT
HYSTERIA

BUYER BEWARE! You could waste
maoney rather than save money if you
join in any ill-considered stampede to
‘beat the big VAT rise’.

Big VAT rises are NOT inevitable.
Some prices will come down when
VAT replaces the less’efficient GST
system.

This is not wishful thinking by some
govumneuomcnl.‘l'h:slsmemof

an independent expert — Professor
Louise Tager, s former dean of the
Wmh\vfacully now with the Law
Review Project and chairman of the
VATvuchdoghody VATWATCH.

Professor Tager has warned
consumers AGAINST being enticed
into a pre-VAT spending spree in the
mistaken belief that ‘everything’s going

&nq\mdlbq-i-d-q_-
for the Naunu-l Association of

misleading advertisements.
mqumdandndfnnleu
dealership. The motor-irader was calling

on people to ‘buy now — before VAT.
The implication was VAT would raise
car prices.

Yet VAT on new cars will come inat
3 percent LESS than GST, and therefore
it makes sense to delay a new car buy
and pocket the saving.

And much less VAT will be levied on
used cars bought from dealers, in contrast
to the old system whereby GST was
licable on the full purchase price.

PP

From left to right: Cynthia Chebell,
ina Wilien, from the VATWATCH Commities.

CONSUMERS will have an ally whea
VAT comes in. Aa body
called VATWATCH was lsunched in
mid-July. s job is 10 maximise the
benefis of VAT for the public and
waich out for abuses or tax dodges by
businesses.
VATWATCH is boaded by Profes-
sor Louise Tager, of the Law Review

Housswives’ .
In all, there are 10 members repre-

On private sales there is no VAT. So,
with a second-hand purchase & saving
of up to 13 percent is possible.

VATWATCH intervened and that
commercial has now been dropped by
the company concerned.

The bottomline is ... dont fall victim
toanti-V AT hysteria. Think before you
buy. Time your purchase. it may pey
you to buy before VAT-Day. k may
not. Seek advice if you're not sure.

Sally Motiana, Shella Lord and

C can report suspected
VAT sbuses on the VAT hotline. The
number i (011) 484-339234 Pax
(011) 484-3395.

Peopic can also write ©© VAT-
WATCH, P O Box 47390, Parkisnds,
2121.

VATWATCH has aiso cacoursged
many ncwspapers and magazines O
carry VAT columns. So you might
also write 10 newspapers offering VAT

seating community aad
nationwide.

goups
VATWATCH has emphasised it is

mhmbulmh—w
i but 0 i

1f you come across price riscs that
scem suspiciously bigh and VAT is
blamed, you can call VATWATCH or

swarencss of price treads and odo

VAT desks thet arc being

people in the ways the VAT system
works.

set up on newspapers. These will remain
in place for many months after VAT-
Deay a8 a service 1o the public.

YOUR TAX CHECKLIST
_OFDO’S AND DON'TS

iable when VAT comes in. The reason is it
lqheuoﬂ wmnnbmnmwhchdﬂmm}hm.
quick, at-a-giance guide on items which DO or DON'T attract VAT. It's yours 'o
cut out and keep. lems on which you pay VAT are on the left. kems on which you
dont pay VAT are on the right.

VAT IS PAYABLE ON VAT NOT PAYABLE ON

Bl Air fares (international)

Dog licences

Exparts (other then to TBVC countries)
Pree or low-cost sccommodation
supplied by employer

Hobbies

House subsidies
(nterest paid ua received

Life insurance

Maize meal

Medicioe and Services at State & Provin-
cial Hospitais & Clinics

Municipal rates

Nursery schools

with turnover of less than R150 000 a year nood not register
But do act levy VAT o their sales.
into their prices.

NOTE; Pusinssses
for VAT. They pay VAT-on thelt
The VAT they paid is merely
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Bond rates
to rise on

October 1

SVEN LUNSCHE

”LEADlNG 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 embattied consumers and busin-
esses were hoping for a cut of about 1 per-

cent in interest rates by the year-end.
-—ﬂumn cmt in rates has become more un-

likely, as VAT is set to lift consumer prices and
hiﬁher interest rates are essential in controlling
inflation.

The latest rate increases will push up the bond rate
from 19,75 to 20 percent and lift the monthly repay-
ments by R20 a month for homeowners with out-
standing mortgages of R100 000

For mortgages valued at R50 000, the monthly pay-
ments will rise by roughly R10 and for bonds of
R150 000 by about R40.

Tax on capital bases

rime rate — the overdraft rate charged to
banks iggest 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-

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 of VAT, and the resultant
squeeze on margins, the bank will have to take appro-
priate steps to recover these costs.

“In doing 50, we are mmdlnl of the further
pressures on b and h in the
current economic circumstances.

“In a further 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

SUNDAY TIMES, Busi
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Besies Ties epartr.

VAT in its present form will
| cost thousands of jobs in
small businesses.

This is the view of the
National Industrial Chamber
(NIC), which represents
emerging small manufactur-
ers and service businesses.

It has joined the Cosatu-
initiated Co-ordinating
Committee on Vat to
the effects of Vat on smal
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
30 times more than larger

Vat threatens jobs
in small businesses

Several corporations say
they will deal only with r is-
tered vendors. This is a
to the lub-conlucllnt'

g and

Mr Hetherington proposes
these solutions
@ Raise the annual turnover
threshold for Vat registra-
tion from R150 000 to
R500 000 a year.
@ Compensate small busi-
ness for compliance costs by
a monthly cash rebate
against verifiable claims on
a slidin! scale for owner-

built between

small business
@ The UK cost-benefit study
showed it could cost the Gov-
ernment up to in the
pound to collect Vat from

nesses. No esti-
males have been

only so
that it falls away altogether

for those with taxable
supplies of more than RS-
million,
@ Soften penalties for non-
compliance
He also proposes that
0ods and services t b
at-registered bulimlel

from non:

ones (-nm% levy V-l)
should be deemed Vat re-
batable by the Receiver of
Revenue

enterprise to comply with
Vat. No similar study has

Complex
Mr Hetbeﬂn.lon ll;t:l the

Shopkeepers stock up

SMALL shopkeepers bave stocked up abead

of Vat's introduction, says Neil Ress, senior

Business Times Reporter

of
[ ] Tbe Actis complel and dll
ficult to understa
@ Penalties for non-compll

llP.rry& A

and

These sh
hvehqlluu&uuhmdthh
certificates.

ance are di and could
close some businesses.

©® The threshold level for Vat
registation is too low. Small
enterprise have to if
their sales exceed 000 a
week. Many hawkers, spaza
owners, bull , taverners
and backyard manufacturers
will be hurt.

Awﬂmwﬂl“hnm
wholesalers and Oetober

"mﬂﬂud

boom mosths for
will be quiet.
Mr Ross says blacks buy large
for the imformal

aders have bridged

uln-qd'-&dwloﬁ:mwi‘:r:

live or

sector is drives by need and comve-

@ Corporate customers can-
not reclaim Vat oun supplies

from non-registered entre-
preneurs although these busi-

Desses pay Vat on inputs.

By CHARLENE SMITH
UNIONS, united for
the first time across
race barriers, meet
tomorrow to discuss a
possible ’onor.l strike

alnst

he coalition, which
will

discuss strategies in antici-
pation of an expected

meeting with businessmen
and Pnsldenl FW de Klerk
on VAT

Unionists bave warned
they will bring as many as
two million workers out on
a three-day general strike
if the governmeat does not
bow to their

The unions want sero-
rating for foodstuts, a pov-
ert relief programme,

exempuon for medi-
calservnces and rolcrlbed
medicines and a *
tative tax advisory com-
mittee”

Mr De Klerk has
acknowledged receiving a

Whltes ?
unite in

2;1 b}acks

anti-tax campalgn

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 Confederation
of Metal and Buildmg

pro| general strike

could be set either at the
mceung or late next week-
end after central executive
committees of the various
trade union groupings have
met.

Tomorrow’s meeting
will be followed later in the
day by a mini-summit of
the Co-ordinating Commit-

Unions (a white d
ation) and 15 other mde-
pendent unions.

A number of public sec-
tor unions will attend,
including the Institute of
Public Servants, the Public
Servants' League and the
Natal Provincial Admini-
stration Personnel Associ-
ation

A provisional date for a

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 Affairs
the 60

which
major in the
country. The SA Chamber

of Business will not com-
ment on union threats of a
general strike prior to this
meeting.

Mr Mahlomola Skho-
sana, first assistant gener-
al secretary of Nactu, said
there was a lot of

and frustration at * hI;
regime taxing people wi
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
R100-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
get that money now?"

VAT goes ahead!

This was the message
from reliable govern-
ment sources yesterday
as the public opposition
to the introduction of
VAT reached fever pitch.

Earlier this week on
Radio 702 Jay Naidoo,
general secretary of the
Congress of South Afri-
can Trade Unions (Cosa-
tu), threatened country-
wide strikes should the
Government go-ahead
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 fuel the flames of pub-
lic resentment.

The turnover tax, while
strictly speaking not
VAT, will, however, be

seen by the general pub-
lic as a consequence of
the introduction of VAT

The decision by the
banks to increase over-
draft and mortgage rates
is an effort 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, a
loosely-knit 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 of
Business (Sacob) earlier
this week urged the De-
partment of Finance not
to delay the implementa-
tion of VAT, saying that
such a decision would ex-
acerbate the current eco-
nomic recession and
delay the economic up-
swing.

Support

Miss Lisa Seftel. Cosatu

NOWHERE in the world has the
introde tion of a widely-based
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 of the
new tax when the rate was cut by
two percent to 10 percent. Cer-
tain new exemptions were intro-
duced as well.

To the business world the re-

Bl MONEY TALK

as the store group will obviously
add a few cents to many items to
recoup this loss. That is the way
businessmen operate all over lhe
world and no

Barend adds VAT fo fire

now jumped on an issue that has
been in the news for a long time.
The fact is the existing GST
system has become totally inad-
cquate. VAT is bringing a lot of
unpleasantness in its wake, but
promises to help get export per-
formance out of the doldrums.
More important is the it
will sufficient funds to

and threats by pohucnans 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. The 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

tackle the country’s huge socio-
economic problems.

Those leaders threatening to
exhort their followers to refuse to
pay taxes in future should consid-
er their actions carcfully. They |
might be joined by the entire
population, because all South Af-
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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had broken down.

He said although the |

ANC accepted “the need
for a consumption tax such
as VAT. it calls into ques-

tion the uming of its intro-

duction”
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e Whut is the person

in the street saying
= about VAT

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

e goods 35%. I suggest the government
~t | | Istudy 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 a readers poll -"The Star" 22/8/91

B \EINDWAY (after VAT had been reduced from 12-

— — 10%) only 3 people supported the way in

* Cartoon courtesy of " | which VAT was introduced and 79

Stop VAT before it is to late! opposed it

“If VATis introduced on 1st October, we will face a nationakgrisis,” Jaywo » General Secretary COSATU

“Already 40% of the population are living below the breaﬁme Thewadlﬂp widespread starvation if VAT
goes ahead on basic foods”, Ina Perlman, Director Operatgl Hunge_‘g,ﬁ;m%

We can't allow this to happen!
The Co-ordinating Committee on VAT is calling for the introduction8fV&Eto be postponed until there can
be effective negotiations with the Department of Finance on the pmblems of VAT.

The most serious problems are: )
* VAT on basic foods, on medicines and private medical services © X %
« Inadequate relief for poor people. R

* Price abuse
« High administration costs for small business - -

The Co-ordinating Committee on VAT rejects the recent concessions of the Minister of Finance when he
lowered the rate to 10%. This is too little too late.

Do something to stop VAT being implemented on 1st October!

The Co-ordinating Committee on VAT is calling on:
+ All those opposed to VAT should register their protest by attending public meetings which will be called in
the nexttendays. .. .

« The State President to s mterveneandcnsure the introductionof VATis pommdunﬂlanurgent process
of negotiations is set up to resolve the probledi§ of VAT.
* The Public to write letters and phone the State President and ask him to intervene in this crisis.
* All Organisations to support our initiative. Write to Co-ordinating Committee on VAT at P.O. Box 260483
Excom 2023 or fax: (011) 833-6330. -
Issued by the Co-ordinating Committee on VAT made up of the following organisations:
African National Congress, CAST, COSATU, Congress of Business Economics, Johannesburg Child Welfare Society, Lenasia Civic, Natal Provincial
Staff Association, National Black Consumers Union, NACTU, National Civics Interim Co-ordinating Structare, National Medical and Dental

Association (NAMDA), National Union of Leather Workers, Operation Hunger, MkSewmAznanionotSouhAﬁia.MMﬂanHedm
Workers Congress (SAHWCO), South African National Consumers Union, Society for Dispensin; mily Practitioners, World Vision.




UST A week ago, Finance

Minister Barend du Plessis
arpeared determined to dig in
his heels and impose VAT at the
original rate of 12 percent.

But as the voice of 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 of
the Exchequer.

Consumer bodies generally
agree that yesterday's an-
nouncements of a lower VAT
rate was largely a result of the
“almost hysterical” public and

litical pressure which esca-
ated remarkably in the last

-

Enormous pressure forced VAT backdown

few weeks.

“The consumer came out well
on this one, and 1 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.

Government sources indicat-
ed yesterday that the change of
heart over the VAT rate was
oot the result of . intermal
pressure within the Cabinet, but
appeared to be a decision made
by Mr du Plessis because of ex-

Barend du Plessis was obliged to reduce VAT this week after consumer protests against the new system

rose to a crescendo. HELEN GRANGE AND PETER FABRICIUS report.

lower rate, as did others,” one
source said.

“Eventually there was so
much pressure that one felt one
had to give in.”

It is known that the Minister

public and political

was saturated in the last few

diese Vereniging team, sport-
ing 14000 signatures, meeting
with him only the day befere
the new announcement.

VAT had also become a dirty
word among political groups in-

cludlpg the ANC, ‘which de-

pressures. weeks with representations d t its impl
.MBo(h the Democratic Party from consumer and employer tation po;,(ph;zj “:nm ‘the or-
the Labour Party wanted a groups —- with an angry Me- ganisation had made

i proper
representations to Mr du Ples-
sis about its effects.

Cosatu had also joimed the
anti-VAT bandwagos, afraid
that its low-income ' members
would be worse off under the

ne;ht:x
increasingly politicised
issue of VAT placed !z'odu Ples-

sis’ department in a difficult sit-

uation, which, as he c:

this w

I(Kiwe
nown as quickly as possible.
Briefly addressipg the ANC's

demand for postpbnement, Mr

du Plessis said on Wednesday
that VAT had been decided on
as a replacement for GST since
mid-1988 and that to postpone it
now would seriously disrupt in-
dustries.

_Although many of 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 thal i
was immoral to charge VAT
on illness. .l

Mr du Plessis ook a hard lige
on this sector, subjecting it Lo
VAT notwithstandisg the gg.
bate, which he disnissed as an
argument that led nawhere. *

However, it wis ex| ‘ted
that whatever chages Mr du
Plessis did make. there would
have to be the unhippy few.

As general reation to the an-
nouncement refl:cted, m::, of
those affected b the incoming
tax system haveaccepted, some
more graciousl- than ot
that Mr du Plesis made a hir
compromise. O .

Jat regardea w>— | Fjght

o
recipe
RATNR
By DERRICK LUTHAYI
and Sapa

INDEPENDENT tax adviser Mat-
sheru Matsheru says the reduction of
Value Added Tax (Vat) from 12 per-
cent to 10 percent is 1o 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 carnings were low
consumers could not afford to pay 10
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 onc influenced the
other

“In the confusion, Du Plessis in-
creased the price of petrol and diesel
and to me this was a bad strategy.

1t 1> known that when petrol prices
g0 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.

“If I were him, 1 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.

If Du Plessis did not heed Cosatu
calls and consult them on Vat issues,
*we may face an industrial tax revolu-

disaster

MATSHERU . .. Vat not the

answer.

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.”

" "FINANCE
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THE ANC, Cosatu and other crit-

ics of VAT rejected government’s

concessions yesterday, sayin
inad and no‘

ntinues
r

weLEY LAMSERY |
mented and the inadequacy of relie:
the 2

they were “

negotiated”, and vowed to con-
tinue their battle for “a more ac-

1 Plo: GIDEON NNLAPHO

bout 20 of the organisations which

attended an anti-VAT summit in Jo-

Fmroﬂmuld; mm like

Numsa national and co-

after the summit: “We want to con-
vey to the Minister that we would like
to negotiate as a matter of urgeacy.

“There was a general feeling from

i :
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Lié‘:ga?;EEE-? = gl j
“piiaiiists o oie il
. REE pieiges o W0
Eﬁgg Ev-fc ES
*g aS;QEE &< 0%
NI 3 = \
<<

That 2-pc cut is
just a placebo:

watch this space!

meeting with Finance Ilm bealth care should be sero-rated
end du Plessis. m"'o-ho.g::mnlh“ MARIUS von BLERCK

They would ask him to postpone went ahead
the tax, scrap the petrol in. DeW tax on September 30 withewt ne- Claire Gebhardt total taxation.
creases and enter into for gotiation, there was likely to , However, in the Budget
“ or '&ly acceptable m“ - rmal r-::;m from the public,” Il':E _ ‘“Govznmgn_ts e was already a depar-
trade unions, civic organisations and mmm e eations .ﬂ falley under a y¢ > tire from this programme
the health and welfare sectors, ap- of the organisations at the, clowd, given the  decrease, rather than
pointed a dinati to it indicated that they ) ase in the ratio.
Manage the and het despread ac- | tion.to VAT from " for long, say most
action to take If Du Plosia rejected U frem if Du | unions and the ANC. & tors.

' Anglo American group tax

consultant Marius van
Blerck says it has still to be
seen whether or not an in-
crease in thé petrol price
will compgnsate for the
lower rate.

that the hiccup in the VAT
process will lead govern-
ment to pause before it de-
cides to take the next step
in tax reform: targeted at
40 percent for both corpo-
rate and individual tax.

Frankel Kruger Vin-
derine  economist Mike
Brown says VAT at 10 per-
cent is low, as IMF studies
have shown a rate of 15 per-
cent is needed because col-
lections are so costly.

“The normal rate in most
countries in the world is 15
to 20 percent and 1 expect
goévernment will move to-

this as soon as it be-
1k pafitically feasible to
do 0* ;:
‘Agreed, says Mr van

Blerck, who adds that
where the basic VAT rate is
15 percent-plus, a number
of countries have levied a
lower rate on foodstuffs of
about 5 dr 6 percent.

“Not all have zero-raled
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 20 percent
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.

Yours faithfully,

Convenor, 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 approprnate 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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+4 COMMENT
Don tdo it

THIS newspaper has critiaised the imposition
of VAT on basic foodstuffs and on medical
services.

Minister of Finance Barend du Plessis 18 nol
budging on these issues. but has offered a 10
percent subsidy on samp. mealie rice and
powdered mulk for at least a vear

Prof  Louse Tager. chairman of VAT-
WATCH. savs VATWATCH would like to
see the subsidies extended to cover basic nu-
tritional foods and the supply of water. elec-
ticity and sewerage in disadvantaged com-
muntues.

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 nidiculous 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 10 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 changes to
the draft Bill on VAT.

It's rather late in the day for Cosatu and other
organisations to say they weren't consulted,
when they had every chance to submit 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 come~ from taxes goes to run-
ning the country and paying for schools. hou-
sing, social services, pensions and everything
else that the government provides.

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

Don’t do it.

THE two major lab
tioms, Cosatu and Nactu, have
wrgnd the State President to inters
_hlﬁemoverVa
Tax as warnings of a national *

Wa
on -

‘Anger
over
VAT«
grows

to a tax revolt because of
| poor consultation

The VAT Co-ordinating

Committee. representing
93 organisations. including
Cosatu and Nactu, vester-
day said it had asked Fi-
nance Mimster Barend du
Plessis to arrange an urgent
meeting with President FW
de Klerk.

Du Plessis has refused to
wpostpone the implementa-
‘ion of VAT.

The Office of the State
President said a request for

federa- a meeting had not been re-
‘ By THEMBA MOLEFE J cetved.

the meantime, a black tax expert, Mr
lue Added’ M;huhem Mmhau said yesterday that Du Plessis. the Cape Town
* was fuel- Chamber of Commerce has

“ling black

M

CONSUMER ANGER: Demonstrators
O ks Added Tax which wil replace GST on September 38.

S am

In a last-minute plea to

oppunm w0 VAT snd may bead irged that basic foodstuffs

»e removed from the scope
f VAT and that the R220

| mill'~n set aside for pov-

erty rclief be increased.

four-dly national strike
was being discussed by the
{ federations and other non-
aligned trade unious.
Cosatu general-secre-
tary Mr Jay Naidoo has
wamned that VAT would
lead toa “tax revoit’’. say
| ing resistance would spread
| to income tax.

| He said the meeting with
De Klerk, hopefully by
Monday, would determine
whether the workers should
go ahead with industrial
actionand said VAT should
be postponed until consen-
sus was reached on the
zero-rating of basic food-

B3 swffs.

Nactu general-secretary
Cunmngham Ngcukana
scoffed at the Govern-
meat's pledge to set asid
R220 million for povert
relief.

“This is an insult to ot
seople. [tis absolutely sil!
hat the (hvmmenl ca

Soly subsidise f |

THE government could
not be heid solely respon-
sible for job creation, Fi-
nance Minister Barend du
Plessis said yesterday.

Soc1allst creation of '
obs failed: Barend

wpathy of people as

| antd

pvvnh sa.erDuPles-

asked  abows  the
threats of mass action by

Ad a e — VAT'lThegov;

symposium on the theme  mittee 0 K by -

“One Man One Job", Mr  croment weat m.h"ﬂoﬂhe

du Plessis said the social-  the implement i be,
nd Communists had tax, Mr Du Plessis

ists a did not think it would get

tried to make job creation

ibility of the ~——
the responsi had

government  and
failed.

However, his stance
did not mean the mn\-
ment was turning its back

on the umemployed.

Instead. it accepted it had

to contribute to the cre-
ation of ““an atmosphere

where there will be in-

ATwuagoodlu

it had already brought
down the price of cement.

he added.
Furthermore.

he

added, the government

could not be forced to in-
volve trade umons in tax

such as eggs, meat. fres
vegetables and cheese ir
stead of zero-rating them,
Ngcukana said.

Negotiate |
He said Nactu was agree-
' able with Cosatu on the

| possibility of a strike “be-

cause Du Plessis is not pre-
pared to negotiate’’ and
why it was imperative that
De Klerk should intervene.

Writing i in Busmz:: Dav

pohcy-mims
— Sapa

vestment and job cre- |

ation™.

The solution to unem- |

"Dx Plessu had a number
of options to resolve the
issue amicably.

“The implementation of
VAT as it stands now may
lead to0 a tax revoit. It is
better to change through
negotiation than to change
said.

In a statement on
Wednesday, the independ-
ent but Government-
funded Vatwatch group,
said the impasse between
the Government and the
VAT Co-ordinating Com-

mittee was complicating
the task of Vatwatch.
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UPDATE

WATH VAT, EXPORTS SHOULD TAKE OFF.

How to get value
from VAT

South Africa faces a challenge

Your VAT
questions

answerega%?

o w.amru.adu-é‘&-‘:‘”
charge at shop tills?
A: NO! The price you sec on the goods
or on the shelf is the price you pay.
VAT is included in the price. This is
also true of advertising and quotes for
services. The price that is given is THE
price, with the tax included.
Q: How many rates of VAT are there?
A: Just two. The standard rate is 10
percent. Then there is the zero rate
(nothing at all) on thosc items which
are exempt from VAT.
Q: Do I pay GST end VAT?
A. NO! VAT replaces GST. VAT (like
GST) is an indirect tax. The direct tax
many of us psy — income tax —
remains in place and is not affected by
the changeover to VAT, akthough
considerable income tax relief has
already been given, not only in the
Iowenn;ofhxmu.lmahomehg
of

w«bem'uudonlhﬂrmhud

Q Iﬁhv VAT on medicel services?

Ahdzpemhwhavyoup.rm

will pay NO VAT on these services
and medicines. It should be noted that
90% of these health services 1o the

A. VAT is payabic only on the estate
agent's commiasion; NOT oa the toml
value of the sale. And it is also only
payable if the agent or hisher com-

arc by G pany s d for VAT porp
Q. Do I, as an individual, have to , only businesses with turn-
register for VAT? overs of more than R150 000 a year

..A; NO! Only busincsscs with tum-

mdmmklwmayw

Rave 10 regisicr at their local tax of-
flos. They must register by August 31.
Bupincases which fail o register have
10 pessonally pay thie VAT which they
failed W0 collect from

HAVE 10 be registered for VAT.)

Q. What about my bond or my remt?
A. VAT does not apply 10 bond repay-
ments or rent. Nor does VAT spply o
soctional title or body corporate lev-

Two other things are certain: the rate,
10%, and the fact that many more items
will carry VAT than carried GST.

Few other VAT issues are so clear

VAT-DAY, the date oa which Valwe Added Tax will be introduced, is oaly
wesks away. Maay businesses are already geared wp for the changeover. It's
defiaite: VAT comes to South Africa on Moaday, September 3.

VATWATCH, points out some prices
should come down in the wake of VAT.
It's her job to help consumers get a fair
denlouofVAT

cut. The public remain confused about
many sspects of the new system.
People resent all taxes and fear any
chn.ulouuuonwn-ddixml

Whlmlhfscts?

Experts differ on some matters, but
there is broad agreement that VAT isa
beue\' tax system xhn the old GST

ies like the

Ily, the experience is that
VAT has an anti-inflationary effect on
the consumer price index. This form of
tax helps keep the lid on inflation and
therefore can help ordinary people make
ends meet.

One reason for this was that the
alternative  GST system forced
businesses to push up their prices to

WcHBmkmndu.(Oneo(m
criteria for international loans is an
efficient tax system in the country o
receive funding).
Countries that used to have GST are
going overto VAT. Nearly 50 countries
worldwide have now opted for VAT
ﬂlmehmdd‘m

U-ttVA‘l'tbuxwﬁchh-im
pays on machinery, trucks, equipment
snd certain other purchases will be
refunded. This is a R6 billion a year
saving to0 business.

This boost will heip shorten the
recession. There is obvious value in
that.

But what about the effect on the
average family?

Professor Louise Tager, chairman of

Ql-vh-dodwhlwryuu

nary family are exempt. This is a ma-
jor point of difference with GST. The
old tax had 10 be paid when individuals
cagaged in the sale of goods. This
system falls away with the introduc-
tion of VAT.

Q. Do I have to pay VAT when [ sell
my house?
A. NO! This is another form of private
transaction, and 30 docs not attract
VAT. Nor does a buyer who is pur-
chasing 3 home from a private sclief
have 10 pay VAT. But if you buy a ngw
mm-cowmv-—-m
— you will have to pay
VA‘l' This is a transaction with a busi-
ness, not s individual selling his or
her own property. So VAT applies.

Q. What {f | use an estate agent when -

solling my houss? Is VAT payable
then?

What

scrapping
than paying it?

about
tax rathei

VAT is being introduced % job i from the
GST. But why change? lnbﬂ.,vhy Oceancs have 10 be paid, trained and
pay tax at all!?

No tax at all scems ideal. But is it?
Without tax, governments have no
money 1o pay for health, weifare and
education services. Our old folk get no
barbours decay.

Foreign loans are uot the answer.
You have (0 repay them, with interest.
We have to pay our own way as a
nation ... and one way is through tax.

Flood relief and famine relief have to
be paid for. Those helicopter pilots
and navy divers who did such a great

equipped. The money has to come
from somewhere.

You, the taxpayer, played a part in

® Coat. p2

the GST they had to pay.

Businesses found themselves paying
GST on items like delivery vehicles,
machinery, shop fitting and advertising.
All of which added to their cost structure.
These additional costs were worked
mthemceoﬂhegoodlpoclnedby
the busi The then paid a
price that had been inflated to take

of GSTonb costs AND
paid GST again when he or she bought
the business’s products.

Thankfully, VAT breaks the GST-
on-GST effect as all businesses can
subtract VAT paid on items that they
use to run their business from VAT
collected on sales.

Businesses will have leaner cost
structures and the benefit can be passed
on to consumers. In other words, an
automatic 10% price rise on existing
prices need not be inevitable when VAT
comesin. A lowerrise — ORDROPIN
PRICE — would indicate the firm was
trying hard 10 pass on savings to ardinary
people.

Vigilant consumers can ensure they
receive value from Value Added Tax
by being very watchful of price rises
and by challenging unwarranted price
increases.

VATWATCRH

MAKING SURE
IT'S FAIR.
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VAT storm fuelled
by Transnet shock

rate hikes

CAPE TOWN
storm over the
ments controversial
valuc-added e was
tuciled by Transnet's
~shock innouncement
of rate hikes to the om-
hattled South Atrican
Ceonoms

Wath the ntroducnon
VAT rrom September
0 Transnet announced
nateases in Spoornet
rates or XY onercent. J net
neredse of N X percent in
Portnet's rates und w”
percent tor Petronet ~ ser-
vices

— The
Jovern-

Consumer bodies ves-

rerday fasied oul ab the
el NCreases i radway
md horbour rates savtiny
the Cost ol transporting
Zoods would turther ag-
aravate spirabing ntla-
aon
Damaging

Mr Albert Schuitmaher
ot the  Cape  Town
Chamber of Commerce
sdid: ANV COSt increases
4t present are damaging
to the economy and flv in
the tace ot government

Catins that VAT

redunes
CONTS
Increases in the cosis
of rul transport wid par
teularly atfect the West
ern Cape s s the most
remote  urea from the
PW\
Mr Schuitmaker  said
increases 0 harbour

charges would atfect all
imports

“Export  costs  could
also nise making South
African products  less
competitive 1n world mar-

VAT in interests of
economy, says Sacob

nd Citizen

ANY po
the 1m
value-a

it

day. Sacob said it had
urged Finance Mimster

ek Barend du Plessis not to
.of
tax - withk: tation of VAT
exacerbate the current
poor business condit-
1ons and delay the start

postpone the impiemen-

Sacob said any post-
ponement could lead to a
severe impact on empioy-

of any_ upelgR i 'he*;mqfhl:::i:u arl ica-
economy.  “says the g Zigons that the! t
South African “sigmificant re ﬂ
Chamber of Business.  level of e Bctiviny
In a statement vester- in™ y when
VABR ! »d
l Funher,more . . Sacob ¢
said the,
lic sectors

neygfax system and post-
enormous national
waste”.

Sacob aiso appealed to
big business not to refrain
from purchasing from
smaller firms that were
not registered as VAT
vendors and who would
not therefore furmish
VAT invowces.

The chamber said it
was in the interests of

vested large sum-&n L

ponement would be “an®

there was a possiblity of
allowing.-.4he . crediting

_agunst output VAR wf a

national input tax on'pRr-

chases ‘from non-regiys.

tered small firms. The"
could B discussed with
the authonties.

The chairman of the
Premier Group. Mr Peter
Wrighto saild - VAT
would omy inflict add-
ional meyery on the poor
and uneiployed.

~The " finvag, was . pas-

consultation is absolutely
necessary. espectally for
the introduction of a ncw
tax system which requircs
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 insuffi-
cient consuitation and re-
search™.

He said pressure from

Kets, he warned
Hikes  in Petronet
charges will particuiar!y

afect consumens

But once Pusiness orgi-
anations established new

costostructures and sav
inus were verified. it was
hoped they would be
passed on to the con-
sumer. he said.

Mr Daan Kruger.

assistant director of the
SA Consumer Council in

Pretona. said the -
creases would atfect all
goods  transported by
Tranwnet and the costs

would 1 trn be passed
onto the consumer

Worse off

“The consumer 1s being
contronted by a range of
pgguases over a bioad
t and it [0oks as 1 the
umer 1s going 1o be
saise off after VAT than
he-was with GST.

However. he said it was
heartening that Transnet
had kept the increases to
less than the full VAT rat-
ing.of 10 percent.

-The latest increase
iy .
woyld not affect rail com-

yers.
FMrs  Sheila Bmllle

Housewives l.eague sand

Sweden's Conurv.ﬁvc Party leader Mr CARL BILDT (lcﬁ) and beeral ’

Party leader Mr BENGT WESTERBERG share a laugh as they meet

after general electk

in St

b

The C

atives, the Liberals,

the Centre Party and the Christian Democrats have combined to oust
the Sociai Democrats after almost 80 years of domination by the

»4

THE Co-ordinating Com-
mittee on vilue-added tax
vesterday said ut found
the government provided
no evidence that the cost
benefit would be passed
on to the consumer. foi-
lowing a report by its
working group.

The working group was
made up of members of
the Department of Fi-
nance. business organisa-
tions. trade unions and
members nominated by
the co-ordinating commit-
tee.

The Co-ordinating
Committee on VAT has
, #equested that the De-
partment of Finance zero-
rate food di

omy by increusing compe-
ttion 1in the manufactur-
ing industry. but the co-
ordinating commttee said
this would take place at
the expense of the poor

R said the®resructuring
of the economy would
cost about R6 billion n
lost revenue to the gov-
emment with about R4
billion being made up by
the consumer.

“From ewvidence 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 c charged

any.
costs would have an od~
verse impact on the econ-

dical services. electric-
ity and water. trade union
subscriptions and that

omy but exp d relief

the increases were below

10 percent.
Mr  Ulrich

chief for

Jouben

be made to
the VAT Act to avoid
prejudice to smail busi-
ness. that poverty relief

Tranwnet. pointed out
that not only were the
new increases below the
intended VAT rate but
cost increases could be
claimed back from the
Receiver of Revenue. he

must be ne-
gotmed 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-
structunng of the econ-

that the government had
provided no evidence 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 10 increase cor-
porate profitability.” the
Mdmllm' committee

II alw charged that the
implementation of VAT
at the present rates to-
gether with the fuel price

No, ev1dence of VAT
“savings for public’

increases. wouid push int-
lation up by three 1o four
percent. It said this in-
crease would probubiv be
higher for the poorest sec-
tions of the community

Regarding the cost to
business should VAT be
postponed. the co-ordi-
naung commiuttee said 1t
appeared this cost would
be mainly to the retail
sector.

The committee aiso
found government and
business had provided no
evidence that there was
substantial  investment.
both internal and exter-
nal. awaitung the imple-
mentation of VAT. and
found these nvestments
would depend on a much
wider range of factors.

It also found that busi-
ness was not able to sub-
stantiate ity claim there
was a “damming up of
orders for capital equip-

ment. leaving factories
idle. The committee
instead charged that

much wider range of fac-
tors was involved.

Thé commuttee sad it
was 10 meet and discuss
their findings with Fi-
nance Minister Barend du
Plessis today. — Sapa.

larger firms to assist  an infuristed British pub- -
smaller businesses with  lic resulted in a reversal at 5"&‘
probilems of VAT compli- cost. “South Africa ly 15 percent of
ance and encourage the could not afford a similar  17ansner’s —input .lfo’h:
growth of smail firms m-ncui burden at this Were affected by GS
Sacob aho  indi.ited added. — Sapa.
‘ﬂ‘fﬂntl- VAT pickets
__in Vaal Triangle__
mm:un beld yer- M), the dute when the number of  tuctunies.
terduy j'Vereeniging and  controversial tax would shops and mines in the
Kiorksdarp  protesting  be implemented. Western Transvaal.
against the implementa- Cosatu 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-
regional of Cosatu. were  tions has taken place on ville and Vanderbijlpark
heid next to the offices of the tax. and fhe zero-rat-  had been rejected by the
the Receiver of Revenue ing of basic food stuffs. Town Councils  while
in the towns. medicines, rent and elec-  there had been no respon-
In a statement Conatu tricity. se from the councils of
said the pickets would Pickets and demonstra-  Parys and Lichtenburg.
continue until September  tions were also held at ¢ — Sapa.
— e — —
™ LA LI o) U




4N 1984 the SA government
il brought blacks into the unified
taxation system together with
other population groups. This
resulted in one-man, 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
thinimum level of income at which
tax bécomes payable has been
raiséd, excluding from tax liability
the majority of black wage-earners.
The motives for this are mixed —
'| ifeluding administrative problems,
plitical considerations, and possibly

dentally, the Margo Com-
fnission was also established in 1984.
Its main recommendations included
the exemption of dividends from the
indome tax net; reduction of estate
_| duty and donation tax; separate tax-
: f-ation of husband and wife; reduction
of torporate 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 formula; begun gradually
reducing corporate and individual
tax rates; and moving from direct to
indirect tax by introducing a more
broadly based indirect tax — VAT.

This has delighted rich people
who galloped to the bank with tax-
free dividend cheg’ua. 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-

o Commission would became de-
unct. But this was not to be.

Instead, government opted for the
second choice — broadly based 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 imple-
mented at the end of the month. The
central issues are VAT on foodstuffs,

1S the

AR
Oppressive system

fuel of black

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 peocrle believe
Finance Minister Barend du Plessis
made a mistake by increasing the
fuel price when reducing the VAT
rate.

Now a visible resistance to VAT in
{Jarticular, especially on the part of
he voteless community, is growing.

The state is finding it difficult 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
ple without giving them the vote as
well. Therefore blacks view the pay-
ment of any taxes as inconsistent
with democratic principles.

Secondly, a direct relationship is
perceived in the relationship be-
tween the payment of tax and the
utilisation of tax monies.

Many black people perceive that
the tax they pay is being 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-

ter motive employed i v
and hence wealthy — i
transfer a greater proporty
tax burden on to the shoul dSHRE:

does the opposite, is seen as more
priate. ‘ &z
may not be good news to

‘productlvlty rﬂ
' or the sake redr&l%
the economic im in favour
e poor, ter reliance should be
3 Bade on direct rather than indirect

Xes.
¢ This does not mean we should not
.Alave indirect taxes at all. They have
4% place in SA’s economic structure.
"And this greater reliance on income
tax could be phased out over, say, a
period of five to 10 years so as to give
:)he voteless, poqvnl- nlltahjority some
reathing space. Wealthy taxpa

must accept this, not as y::
the years of oppression but aga “wel-
fare attitude”.

ernment cannot be seen to be intro-
ducing new and major economic

O DU PLESSIS

poor to the rich. Income tax, which ;

The fifth perception is that gov- -

policies such as new taxes when con-
stitutional negotiations are about to
start. The belief is that government
is trying to pre-empt any new tax
foncy that & new government may
ollow in a post-apartheid era. Fur-
ther, black people need to begin to
see a direct link between the taxes
they pay and the application of those
funds in the direct development of
their communities.
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Nevetheless, rceptions must

ajor political organisations
such as the ANC and the PAC have
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NE week before VATday, the public has
suddenly reacted. Trade unions and other
bodies have opposed the tax for months, but
somehow, the issue never caught the popu-
! lar imagination. Until this week, when thousands

DON'T MISS OUR NEW GREEN PAGES - SIX PAGES ON ECOLOGY AND CONSERVATION

Page 20

marched through the streets of several towns and
Cosatu threatened a national strike. For details of
what opposition leaders describe as ‘Barend du

Plessis’ Waterloo’ and for discussions of the pros
and cons of VAT see PAGES 3, 14 and 19

A Man in the

a8 hot seat
over the next
few days,
Barend
du Plessis
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