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— Lessing

PORT ELIZABETH. ~ The
present tax system lacks jus-
tice for married women and
disenurages matrimony, the
National Congress of the South
African Business and Profes-

- sional Women (RPW), said in
Port Flizabeth yesterday.

“In these days of rapid and
- escalating inflation in South
Africa, married women are not
working for that extra holiday
overseas or Juxuries, but in
order to supplement the family
income and educate their chil-
dren,” said Mrs Maragaret
Lessing, doyen fighter for
vomen s rights.

This fact should he horne in
mind by the Government,
which is constantly refusing to
grant income tax concessions
for married women, she said,

Yesterday, the congress
unantrously adopted a resolu-
tion that the Government insti-
. tote a system of separate tax-

ation for all individuals, 1e-
gardless of status: recognise

o that married women were indi-
vidual taxpayers; and that
married couples be granted, in-
dividually, all the abatements
and deductions they were enti-
tled to claim.

Mrs Lessing said economists
constantly advised the BPW to
strive for more women on pub-

- lic and potitical hodies in order
to fight for their rights,

Congress members empha.
sised that while the married
working woman was given no
official status as a taxpayer,
she was expected to contribute
more in PAYE than many mar-
ried men, but did not share
‘rebates. — Sapa.
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should receive mere th
groups. and vice versa
The new service bonus
amounted to a full mont sal-
ary compared to the
maximum of REED.

tegchers’ pay increases
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The tax deductions should not

£a11

be seen as purel a windfall.

Higher salar
meant lite if the increas

es would ha

were taxed away. .
Because of the progressive

tax system.

weuld

increa

have catapulted salar CGTH-
ers into higher tax brackets
For instance. a married pub-

pension contributions had been
deducted.

The same man row earned

11031 in salary plus benus.
less deductions before tax. The
increase was 20.06°C.

If tax had not been reduced
the worker s take-home g
would have increased by only
17.45%.

“But in terms of the new tax

20>

“Bocause of tax relief his
income after tax rises by an
dditional 4.22'¢.

© Ser Horwood also announced?

{hat the Government would
postpere its phased programme
to reduce ias-free subscription
share investments in building
cocieties. He had said in his
Budget speech that the allowa-
ble maximum tax-free sub-

~Scmeone who previ
ceived « bonus of R
gets a bonus of RLK
claim that his rem
has not increased censider

scription sharc inv stment of
R150 000 per person would be
reduced to R0 000 per taxpay-
er. — Sapa.

scales which come into oper-
rom July. his remurera-
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Financial Editor

THE Minister of Finance, Semator O P F Horwood, has
announced tax cuts and other concessions for the cursent fiscal
year costing about R1 500-million. This should not put teo
much strain on the Government's finances, as it is roughly

equal to last yeas’s tax surplus, a Treasury statement shows.

Preliminary figures
show= that South Africans
paid R97921-million in
taxés in the year to
March, This was
R1 648,5-million more than

they paid in the previous
year and R1I 875,5-million
more than the Govern-
ment had budgeted for.
The ~overall percentage
increase in tax revenues

- was 20 percent, while col-

lections  exceeded the
Budget by 16,3 percent.
South Africans also paid
R411.3-million, mainly to
the State Oil Fund and
the National Road Fund.
This was about

R40-million less than the r————u

previous year, probably as |
a result of reduced “petrol
sales which led to lower
proceeds from the levy on
this product. i

MAIN FACTOR
The main factor respons-
ible for the increase in

revenue was the jump in
income tax collections.
Because of the tax con-
cessions announced in the
1979 Budget, the Govern-
ment was expecting a
drop. But the jump in the
gold price and the strong
recovery in the economy
since the middle of last
year upset this forecast,

Altogether the Govern-
ent collected.
R5 234,3-million in income
a X. This Wwas"
R910,9-million @11
percent) more than in.the
previous year.
SALES TAX

The second factor res |
ponsible for the jump in ’
tax revenue was the |
general sales tax.

Thi s produced
R1247.2milljon in the
!year to March, against
‘R654,5-million in the- pre-
vious year when however,’,
thentaxman received .
eight months’-¢ollectigii

This increasé”in"rece;
‘from the general sales'tak

was in the main expected
as they exceeded the
Budget forecast by only
R97,3-million. . .
Among  other ,.taxes
which produced substantial
surpluses were - the 7'l
resident shareholder’s.. tax;
which brought' in R161.5-
million, more - than R50°
million more than in 1978-
79, and transfer “duty, |
which produced R89;4-mil:
lien, up R52,9-million: "

l
|
|
l
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A NN A TOUGH Cape Budget possibly including motor llcence and
v other fee incregses is 8Fxpected when the Administrator, Mr Gene

Louw, presents his 1980 81 budget in the Cape Provincial Councﬂ
N Wednesday.

~x<~  The Provineial Council tor, since this will be a

meets In Cape Town from  continuation of the ses-

2.30 pm tomorrow, There  sion which started in Feb-

>\ will be no opening ‘ad-  ruary, instead of the start
dress by the Admm:stra- of a new session.

Important business”
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formal notice of a motion
of -no confidence in the
Government by the
Leader Ofttll-ie Opposi

rHerb
R ooy G b fhe “eou

'Thursda and Frlday
: '

ASS = T D Debate on this “motion:. .
usually-defines the" policy..

%m differences ‘between” t hie

ﬁ TR =y \MW% ™ various ‘political ‘parties in’
tlt'le ‘:coimcxllJ ;.vlt}'llthepsut .

Q‘\\mﬁ stantia ationa. arty

majority: in' a Ppositio:
re:ect ‘any: 6pposition’ mo-.

tions in‘a final vote
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- Pringi Natlonah
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- e R D m S ISEOEESTh, party’s- leader ,in ‘the-

council.” and : senior: ‘MEC,: "~

Mr F. A Loots..
D —eC
‘(\«\——Q N‘Q\é RN \ ﬁ | Main- interest, w111 focus
gn the by dge]t), V{}}luclzdwlll'-
. e XErahe prestited by the Admi-
&"Xj Wm nistrafor* “in' the- ‘council
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from 230 “Pm’ on Wedndes® .
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" — " Introducing his first

Cape hudget, for
1980-81, Mr Louw said
he found himself be-
tween two fires —
having insufficient
funds for provincial
services, or having to
increase taxes.

He had decided inst

320

Provincial Reporter

=== GENE LOUW, Administrator of the Cape,
| in the Cape Provincial Council today he
1ld impose no additional tax burden on‘the
a in the street, who was ‘already bowed
ler the burden of rising prices’.

lead to adaptations this
year.

“The expectation is that
this revision will give more
funds to the Cape’s coffers,
but the extent naturally is
unknown at this stage,
Mr Louw sald, .

The cut in provincial
subsidy. and the’ budget

(Cont’z;fi&ed'on Puge 3, col 5)

|

/| taxing the overburdened
} mign.in the streét, battling
Il against price rises, and

‘|.who had to meet rising
municipal tates -and ‘in-
creased service costs.

‘Any increased tax, such
as that on motor licences,
would make John Public’s
financial position even
worse, and I would hesi-
tate to take such a step,’

Mr Louw said.
L Mr Louw?!s hbudget

speech disclosed ‘that in

‘4 u

especially the householder

|

pTO

Mr Gene Louw
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spite of its highest reve-
nue ever, the Treasury

{ has cut provincial subsi-

i
l
i

dies for 198081 by four
percent, leaving the Cape
Province with an esti-
mated budget deficit of
R22285000 — the largest
in the province’s history.

Subsidy

Instead. of receiving a
Treasury subsidy. totalling
R720 510 600, based on the :
normal subsidy formula;
the Cape will receive '

i R695606000, which is-a

-cut of R24 904 000;

With anticipated expen-
diture on hospitals,
schools, roads and other
provincial  services  of
-R908753000 in 1980—81,
the province expects reve-
nue totalling R886 468 000
including the Treasury
subsidy, leaving a budget
deficit of R22 285 000.

tAlthough the mnational

‘budget was seen as a ‘gol-
den budget' by the private
sector, its message to the
public sector is to tighten
the belt even more, Mr
Louw told the Provincial
Council,

He ‘appealed fo mem-
bers of the Provincial
Council to make mo de-
mands on the Administra-
tor and Executive Com-
mittee for new or expan-
ded services unless these
were ‘indispensible’.

T Mr Louw said the
Government was con-
sidering a new subsidy

formula, and this could

320
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FRINGE BENEF!
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Assocom’s executive director Raymond
Parsos has revealed a further develop-
ment m the running hattle between the tax
authorities and the private sector over the
{rinpe henelits issue. Speaking after the
conclusion of the mud-year Assocom Iix-
ceutive Couneil meeting, he indicated that
a further draft bill tor the taxation of
fringe benehts was being prepared for
cireulation within ahout two to three

£
Receiver VYan dor Walt . . . hack to
the drawing board?

-

weeks.

This development suggests strongly that
o least some of the private sector criti-
cisims of the detailed provisions of the Jast
dratt have struck home and caused Com-
missioner tor Inland Revenne Mickey van
der Wall (o re-evaluite some ot his posi-
{1ons,

Parsons said if the further draft was
slill insatistactory in its defails, Assocom
woulk! wrge that the amending bill -
presumably to be introduced in parliament
m June should be referred to a Select
Commiftee alter the Second Reading. In
terms o parliamentary  procedure, this
proposal implies acceptance of the princi-
pal of abilll coupled with a heliet that its
detailed provisions could stitl he im-
proved.

Parsons emphasised that the income tax
cuts implemented in the 1980 hudget did
not represent a quid pro quo for the
imposition of taxes on fringe benefits, as
the latter were now not to he implemented
until March | 1981 Consequently, 1t was
Assocorn’s view that there should be a
further income tax cut in the 1981 hudget,
especially as the Treasury had already
acknowledged that the fringe henefit tax
was nol infended as a revenue-raising
measure, but rather as a means to elimi-
nate what it regarded as certain inequities
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EXAM'NAT‘ Although several economic studies have
demonstrated that big farms are less effi-
.¢ient than medium-sized ones, SA's tax

ﬁ)
RY CANDIDATE MUST enter in
mn (1) the number of each question
ered {in the order in which it has
h answered); leave columns (2) and

'

policies still encourage the former to con-
tinue growing, and to expand beyond their
managerial capabilities. Meanwhile, in
bidding against each other for a limited
supply of land, they combine to shut
newcomers out of the industry altogether,
and raise farm prices beyond the reach of
their neighhours who have yet to exhaust
the economies of scale.

Contrary to popular belief, farmers do
pay taxes. Although it is true that they
have been allowed wide loopholes, they
still have to content themsclves with a
humble annual income or go through the
most amazing gyrations if they want to
clamber through the net unscathed.

But therein lics a difference between
town and country. For one reason or
another the proverbial “disincentive to

- industry”” seems to come into operation

earlier and manifest itself more acutely in
the farm business. So a lot of farmers do
go through these gyrations or learn to take
things easy. Whereas an industrialist will
yield a third or even half of his income in
taxes without being deflected from his
industry, the farmer tends to opt out or
take off in a new direction instead. He can
either sit back and take things easy or
expand his way out of the Receiver's
reach.

Consider first the ease of sitting back.
With house, milk, meat, vegetables, motor
cars and domestic servants thrown in with
the job, the typical family farmer has no
need for heavy cash drawings. The rustic
doesn’t have to commute expensively to
work or display himself in natty clothes
when he gets therc.

Look next, and miore critically, at the
alternative of expansion. For every squire
content to rest upon his economic laurels,
South Africa can probahly boast two or
three who want their family fortunes to
grow as fast as their fertilised crops and
best fed animals.

Most of the tax concessions and loop-

——

itank.

holes which are purposely left open for
farmers, are meant to encourage this
latter group to expand by stabilising their
incomes and helping them to recycle prof-
its back into their farms.

By pretending that he thinks they are
worth only R40 instead of R290, the Re-
ceiver allows the stock farmer to hide
R250 every time he adds another cow to
his breeding herd.

By averting his eyes when a farmer
fails to attach any value to growing crops,
constmable stores and, inventories of raw
materials, the Receiver aids and abets the
bloke who plants more crops each year,
the one who establishes new orchards or
forest plantations, the one who builds up a
fodder bank and the one who buys his
fertiliser a year iri advance.

Avolding disclosure

By allowing a farmer to write off the:

total cost of new machinery in the year of
purchase, he is most generous to the hig
crop farmer who wants to replace hand
lahour and accelerate into the 21st Cen-
tury. By treating capital expenditure on
fixed improvements as though it was a
running cost, he eggs on the livestock
farmer who wants to emulate Rainbow
Chickens.

But each of these concessions is of only
temporary value in sheltering the farmer
who doesn’t continue to expand, One can't
accurnulate fodder banks and stocks of
fertiliser indefinitely. There is a limit to
the number of animals that can be held on
one farm. Nobody wants to replace all his
equipment two years running. So the tax
avoider soon reaches a stage where he
must purchase more land to avoid disclos-
ing the procrastinated profits that lie hid-
den beneath the paper work.

Already overcapitalised in stock, stores
and machinery, he has little difficulty in
finding the wherewithal to stock and oper-
ate a second farm. His existing one pro-

h g

4
I i
75

vides ideal collateral. And the agreeable
Receiver, who would pounce on any in-
come paid in partial compensation for the
declining value of a positive bank balance,
is ever eager to allow outflowing interest
as a deductible expense.

Thus the prudent and successful farmer
is encouraged tb borrow depreciating
money to acquire more appreciating land.
And since high output farming is a man-
agement intensive business, he generally
becomes a less efficient farmer to boot.

The fact that 47 000 independent farms
have been ahsorbed into larger units in the
last 30 years is not entirely due to the
errors and omissions of successive Minis-
ters of Finance. But tax policies and
inflation deserve a large share of the
blame. It is almost entirely due to these
that the land in question has gravitated
into the hands of a few thousand big and
ageing landholders when, for the henefit
and security of the country as a whole, it
would have been better if more of it had
heen occupied by smaller fry.

Unfortunately these are not problems
that can be solved by changes in the
provisions for income tax alone. A higher
rate of income tax or a closing of loop-
holes would destroy incentive and deflect
a lot of farmers from lahour intensive
enterprises which are only just worth the
candle at the moment. Lower taxes, in an
inflationary world, would put more funds
into the acquisitive hands of the largest
1andholders.

It is for this reason that some of our
agricultural economists have been taking
a tresh Jook as property taxes. A land or
site value, tax, levied on the rental value
of agricultural property, would seem to
offer several advantages if it could be
substituted for, or partially replace, in-
come tax for farmers. By hitting every
landowner, it would stop the idle from
resting on their laurels and tying up a
good deal of our agricultural potential in
the process. It would ensure that only the
genuinely efficient could continue to ex-
pand, It would shake unproductive land
out of the hands of the idle rich into those
of the industrious poor and encourage the
former to lease productive land to the
latter to recoup the taxes through rent. It
would help to keep property prices within
reach of the young agricultural graduates
who ought to be populating the platteland.
Tt would help alleviate rural unemploy-
ment by dissuading farmers from buying
expensive new machinery that they really
don’'t need. What's more, it would be
easier to collect and impossible

olect andm
id to possible exclusion from the

Vervaardig in Suid-Afrika
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RAND DAILY MAIL, Tuesday, May 21, 1880 )

THE ASSEMBLY. — The Min-
| ister of Finance, Senator Owen O d
Horwood, yesterday announced
new legislative proposals for
puilding society subseription S
- :
ac §

shares.

Speaking in committee on the
Finance Vote, he said détails of are
the proposals would be con- 7 FO !
tained in the Income Tax Bill,
soon to be introduced in Parlia- pI'O 0 a S
ment.

He said he would outline  This had created an unten-
some_details to enable inves- able position as a married cou-
tors in subscription shares to ple was able to make a tax-free
understand the implications investment of R300 000 through
clearly and to have another  subscription shares while other
look at their subscription share tax-free investments could only
investments. - provide for an investment of

For many years dividends on  R94 714.
subscription shares had been  Sen Horwood proposed the
totally ta.-free‘ This had'been following phasing out. pro-
an incentive for the middle- gramme: N
income group fo save regularly e 1981: Nochange.
and to build up capital. o 1062 gggaunus on & maximum invesimont
b oy 4 ‘e O o porson will be exempted.

In 1671 the Building Societies  any Onidends o investment ovor
Act had been amended to re- nhloouoo e porson will ba exerpted. as in

i the case of oth dividends, partially. d not

ito‘alcdt cg‘\gi‘:ﬁzl d\f\‘xilr)l,g geszg? morn than WO fk:iuil:lo:rs‘u:h‘:Iivi:eXd: il bo
- taxable.

od of 36 months to R150 000. lo'1583. As for 1982 but diidends will bo

Then, $0 called “snowball ::7mxeu on an amoun of RE0000 per

schemes” had developed, in ;s\osg;@a Duidonds on an fugtment of
3 i per t husb: d - wife
which a single amount could be (i wi e nd on
invested and re-invested in Sub- 1y femainder of the investmes ovar RS0 000
seription shares. will be partielly taxble. — 52p3-
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He said latest statistics
indicated that retajl sales
in May were €Xpected to
reach - R1 200-mi] ion for
the first time, This meant

at general sales tay

R50-million this month
and exceeq R500-miliion
for the year,

mate: demandg for adgj.
tional sources of revenue,!

It is clear that loca]
government cappgy mugh
onger continye to serve
the neeqs and provide ‘the
Services demandeq
existing Tevenue sources,’ L

HOMEOWNER 4
A plea was often made
for commerce and indus.

den than the homeowney,

NEW President of the Cape Town Chamber of

This is valig fo..
tain extent as | comm
and industyy can pasg'the

additional burdey fop g

the consumer and obtain
tax refjer by including

business ex. -
bense ang, thereby, tax’
e N

‘This relief is not avajl. .

. able to the homeowney,

‘But this will only be 5
palliative and js unlikely
to  provide long-term
solution,

‘The time has perhaps
arrived for the amalgama-
tion of various authoritieg

€ borne py the local
community,’

The issuing of Separate
Permits fop Specific cate.
goties of £oo0ds in place of
one permit for the impor-
ation of general ‘merchap.
dise would create unneces.

sary difficulties for impor. |
ters, i

ommerce, Mr Arthyr Swhrtz (right), of Beck.
man lnstruments, is welcomed to office by his
. .prédecessor, MrRM Friedlander,
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Treasury’s 36-month phased crackdown on
tax-free huilding society subseription
shares will be o good deal tougher than
I“inance Minister Horwood's terse Budget
statenment suggested.

Discussing the Finance vote in Parlia-
ment this week, Horwood reminded hold-
ers aof such shares that the tax-itee litit
is {o be volled down from RIGO0M per
person to RO0000 per tax-paver which,
tor some well-heeled family units, could
mean @ wind-down from 1300 000 to
R50 000,

But the phased switch should not he ton
painful. In the 1981 tax-vear there will be
no change; in the following vear the ceil-
ing comes down to RI100 000 per person.
but dividends on investments in excess of
this sum will be 330 tax-free.

In the 1983 tax-vear, the limit comes
down to R5O 000 per person and, as in
14982, not more than two-thirds of divi-

~dends earnced on sums in excess of R50 600
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will be faxed. In the 1984 vear the ceiling
drops ta RS0000 per tar-payer and divi-
dends on the excess will be 330 tax-free.

The effect of the change. soon to be
published in the Income Tax Bill. should
he something like the following example:
a hushand and wife combination locked
into a society scheme with R150 00 per
person at 7 tax-free, and assuming no
tax rate changes:

1981 year: no change — tax-free income
et ooo,

1902 77 tax-free on RI10G 000 each —
RI4600 for the familv unit. Tax payvable
on two-thirds of the R7 000 dividend
carned on the exeess R100 000 will be. say
S0 oon RAGET  R2 333.50 an effective tax
rate of 11,10 on the R21 000 gross income
of the family unit. Net income: R18 667

1483 71 tax-free on RI00 000« R30 000
cach R7000. Tax pavahle on 667 of
dividends received on the 13200000 *ex-
cessat 7 2:3nds of RI4 000 - RY 333,
Tax at 5070 - R4667 or 22,2 on total
income. Net income: RI16 3

134: 7% tax-free on R50 (\()l) (jointly)
RIG00. Tax paye lhl(‘ on 23 of 7'+ on

5] Cexeess’ 23 of RI7500
Rll 667, Therefore tax at 50 . R5 483 or
27770 of tolal investment income. Net
income: R15 117,

In view of these examples, savs Hor-
wood. there should he no great rush to pet
out of this type of investinent. He said the
reaxan for diluting the sugar in subscrip-
tion shares wus that Joep de Loor’s Stand-
ing Conunission on Taxation had conclud-
cd that its attractions far outweighed
those of other types of tax-free mvest-
ments, the sum total of which added up to
a mere R94 714 for a hushand and wife
combination, compared with a@ massive”




By GERALD REILLY
Pretoria Bureau -
BUSINESS leaders expect a
powerful new surge of con-
sumer spending - following
the introduction of the
reduced PAYE tax scales
from July.

The new scales reflect
the R909-million in income
tax concessions announced
in this year’s Budget. And,
when the loan levy conces-
sion is taken into account,
the ‘real benefit to’ taxpay-
ers will amount to a huge
R1 560-million.. -

The new PAYE tables re-
flect, at some income lev-
els, a more than 50% reduc-
tion compared with last

CORRFCTED
MEAN

man with two children who
earns R601 a month will
now have R7,71 deducted
from his pay — compared
with R38,78 last year.

Other examples in the
same category are: At an
income level of R801,
monthly PAYE deduection
will be R33,54, -compared
with R70,89 last year; at
R1201, . R109,88, compared

with R172,88; at R1501,

R184,87, compared with
R284,97 and at_R2001

72,0
40,00
60, Q0
Bt .09
6,09

9t

R321,58, compared with
R529,51.

The new tables take into
account the fact that PAYE
deductions have been paid
on the old, higher scale for
the first three months of the
new financial year.

Other factors strengthen-
ing consumer spending
from July are the R480-mil-.
lion in pay increases grant-
ed:to more than 800 000 pub-

_He" sector -workers“and the

higher wages .and salaries:

0

40,99
. 10
<13
<

negotiated by trade unions
for tens of thousands of
private sector workers.

However, economists
warned that increased con--
sumer demand would cause

unavoidable inflationary

pressures.

The Progressive Federal
Party’s financial spokes-
man, Mr Harry Schwarz,
MP, said at least some of
the effects of the

00

8,

54,10

ed

gr. 00

40,00
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Do

72,30
£0.00
40,00
76,00
b4 .00

16,
64,
28, 00
7,00
52. 00
00
67, 00

an

76 .90
£2.00

60,00

@ Consumers had already
spent more in anticipation
of tax relief and increased
earnings;

® The continued high infla-
tion rate would reduce the
effective purchasing power
of the concessions, and

® Some of the extra funds
would be used for liquidat-
ing accumulated debts.

Mr Sct 2 warned' that

spending spree had n._.nnw%

been discounted:

a shortage of certaip com-
modities was already devel-

ing su,

oping as factories took up
the production slack of the
years of recession. He said
this could lead to a danger-
ous inflationary period, ... _

The resultant increase in
demand for imported:goods -
would also aggravate infla-
tion -~ because the high in-
flation rate in most of the
countries involved would be
built into the prices.

Mr- Schwarz added that
there was no indication of a
decline in the inflation rate

all signals pointed
upwards,

The Johannesburg Cham-
ber of Commerce’s chief
economist, Mr E W Ver-
burg, agreed that the vol-
ume of spending had al-
ready increased because of
the expectation of the
concessions.

But he expected an up-
surge in consumer spending
after July.

Mr Verburg said another

factor contributing to the
predicted spending surge
was the 20% reduction in
income tax for hundreds of
thousands of blacks, which
also comes into effect from
July.

The Afrikaanse Handel-

— 1
ge ahead

He said this would aggra-
vate the already high infla-
tion rate. Like other leading
economists, Dr Viljoen ex-
pects the average inflation
rate for 1980 to be at least
15%.

The head of Pick 'n Pay,
Mr Raymond Ackerman,
said his organisation ex-
pected a big upsurge in con-
sumer spending and plans
had been made to meet the
demand.

‘“We have geared our-
selves to meet the new level
of d d. Not only will it

sinstitunt’s Dr P
J D Viljoen, said many fac-
tories had already reached
their maximum production
levels and shortages of cer-

- tain goods were beginning

to appear.

stimulate the retail trade,
but the consequent, predict-
ably quicker pace in indus-
try will also kelp relieve the
still very serious unemploy-
ment problem,” he said.




) TION-WEARY South Af- can expeet his tax burden to
rithns are now only weeks plummet by about 60 percent or
away from huge tax savings, 132, while a married taxpayet
whicly will provide the biggest  with no children earning R1 000
collec}ive boost to take-home a month will find his previous I
pay in the history of the PAYE deductions virtually
Republic. nalved at about R55 a month. It
This is evident from the new you're single and earning R400
PAYE tables, which come into a month, count-on extra pay of
effect from the beginning of about R17. '
next month and which will A weekly paid worker earn-
bring the practical effects of ing R51 a week will find no tax
the 1980 bonanza budget home deducted in terms of the new
with a bang. tables. A single person on this
pay level previously paid R3.68 .
workers will find they now pa while a married man with no
J no tax at all and bznnms pfos; children paid R1.62. Taxpayers
athers are tantamount to a Saamcnt%orime)?cl\?dei?é :elx:lsxf)‘:g
i i i edu S, s
massive national windtall. . reduced by RG:@ to R213.

20 percent cut Refunds

The July concessions also in- .
clude the 20 percent reduction ~., In afldlhon to the PAYE, sav- —
in black taxes announced by the ings, ‘axpayers can also look :
Minister of Finance, Senator forward o refunds fram the :
Owen Horwood, in his March Receiver of Revemie an, their Cm
Budget. : returns for the past fffancial -
. year, hecause concessions an-
ced in the, 1979 budget
weré not reflectett for the first
four months, A married person
with no children who earned
R8 000 last year, can anticipate .
a retund of about R8O from 'this R,
cffective over-charging. :
However, a spokesman for
the Department of Inland Rev-
enne told the Cape Times in an
interview from Pretoria yester-
day that the new PAYE tables
. do reflect a credit for the effec-
tive over-recovery in the first A
part of the current {inancial .
year.

&  ByGORDONKLING A married person with two -
I children earning R700 a month

Thousands of lower paid

New tables

This means new tables, wiel U=
slightly higher deductions from ;
pay cheques, will be necessary
next year bnless taxes are
again reduced.

cconomists believe the cuts,
which will pump about R1,56-
billion into the already buoyant
economy, will further stimulate _
consumer spending. This in
turn should cause industry to
jnvest in greater production
capacity with all the joh-creat-
g giowth implications this |
entails. It is also likely that the
spending surge will fuel infl
tion. now rupning at more
13,4 pm—cenl a year.

Tahle, page 2




PAYE: W

Akt on i m

hat you will save’/w

Monthly Single MARRIED (not over 60)
Salary Person No children One child Two children
R301 12,96 (13.22) 4.29 {10,56) —— {9.40). —— (5.45)
"{R401 20,58 {19,55) 11,30 (13,74) 1,60 {18,16) —— (14.85)
R501 26,97 (30,04} 17.34 (20,26} 7.99 (23,53) —— (25,98)
R601 35,97 (41,23) 26,04 (25,71) 16,92 (28,24) 7.71 {31.07)
R701 47,74 (52,64) 36,67 (32,45) 28,28 {32,63) 19,65 (33,59}
R801 " 62,04 (64,75) 49,31 (40,32) 41,69 (37.95) 33,54 (37.35)
R901 78,74 (78,25) 63,95 {49,10) 56.82 (45,23) 49,48 (42,04}
R1 001 97.49 (94,21) 80.55 {59.38) 74,08 (53,37} 67.47 (47.81)
R1 101 118,76 (112,31) 99,48 (70,53} 93,81 (61.93) 87,66 (54,92)
R1201 141,70 {133.92) 120,45 (82.,62) 116,31 {72,34) 109,88 (62.,98)
R1 301 167,77 (154,54) 143.20 (96,50) 138,81 (83.81) 134,15 (71,87)
R1 401 187,14 {173.67) 167,22 {113.82) 163,93 (97,57) 160,02 (83.31)
R1 501 227,12 (193.28) 191,18 {133.46) 188.02 (116,79} 184.87 (100,10}
R2 001 395,20 (309,57) 330,91 {231,57) 322,52 (231,74) 321,58 (207,93)

X

The above table,
which come into

applicable to taxpayers under the age of 60, reflects the new PAYE deductions, in rands and cents,

column is the new monthly PAYE deduction applicable.
gs over the previous tables. It should be noted, however, that any
eration before tax deductions are calculated. A person who earns
mount on which PAYE deductions are based to be about R 900. A[

to the taxpayer. The figures in brackets are the savin
pension payments are usually deducted from remun
R 960 a month, for example, should consider the a
single taxpayer earning R 960 a month will accor

affect on July 1. The first set of figures in each

dingly find his monthly saving to be about R78 as shown above




The RA55.-million in-
come tax bonanza pro-
mised by the Minister of
Finance, Senator Horwood,
in his March Budget
speech, will show on July
salary cheques with cuts
of up to 100 percent in
some cases.

The new Paye scales
have been sent to em-
ployers, according to 2
$pokesman for the Depart
ment of Inland Revenue.

In all cases the man ia
the street is paying less
than he has been used to.
In some instances he will
be paying no tax at .1l

Married men earning
R500 a month with two or
three children who have
been paying R2535 and

owe the Receiver nothing.

A married man with
three children and earn-
ing R600 a month has
been forking out R31,02 a
month to the tax man but
will be paying nothing
from next month on.

The same is the case for
a single parent with three
children earning R500 a
month who has been
taxed R32,28 to date.

KIND

The taxman has general-
ly been as kind to the
single parent as he has to
the married one.

For instance the mar-
ried man earning R800 a
month with one child has
been paying R78,68 but
will now pay 48 percent

The single
earning the same amount
who has one child has
been taxed R113,17 and
will now pay 54 percent
less, or R52,26 monthly.

Even in the highest
bracket for which scales
were available for ths
year and last reductions
have been considerable.

The married man bring-
ing in R2000 a wmonth
who has three children
has been taxed R497.95 a
month but now will be
taxed 35.5 percent less of
R321 each month.

His single counterpart
had been paying R651.22
every month and now will
be paying 43 percent
less or R372,62.

A spokesman for the
department’s research

parent

et Ao

+ Tax bonanza comes in

tax charged during the
four months since the M-
nister's announcement will
be repaid in stages
throughout the year.

GAP

The Government ap-
pears to be attempting te
close the taxation gap be-
tween different classes of
workers, whether they be
black, white or receivers
of fringe benefits.

Blacks pay a general
tax, the same amount le-
vied on each, irrespective
of whether they are mar-
ried, and taking no ae-
count of the number of
children they have. Their
new tax tables came into
operation on May 1 this
year.

Indian workers pay Paye
and have a sliding taxation
scale depending upon their
marital status and how
many -dependants they
have.

A Dblack person earning
R300 2 month would pay
R4,48 in tax, whereas a
white person, unmarried,
would pay R11,96. But if
the white person were
married with no children,
and under the age of 60
he would only pay R4,29.

A black earning R501 a
month would pay R21,08,
an unmarried white
R2697 and a married
white R17,34.

If the black earned
R601 he would pay R3597
compared with an unmar-
ried white at R35,87 and a

R19,29 respectively now less, or R40,96 a month. unit said that the excess But white, coloured and  married white at R26,04.
Monthly Single —,.\_m_._‘_mn_ Married Single Parent Married Single Parent Married Single Parent
Salary 1 child 1 chitd 2 children 2 children 3 children 3 children

Old New Old  New Oid New Old  New Old  New Old New Old New Old  New

5000 56,04 26.62 36,91 16,98 (30,85 7.63 (48,17 1566 25,35 —— 40,61 4,56 [19.29 — 132,28 -

600, 76,13 35.46(51,00 25,50 -|44.42 16,38 | 66,66 25,27 | 38,09 7.16 | 57.81 14,71 |31,02 —— | 48.41 4,44

700| 99,20 47.01|68.16 36,08 |60,06 27.65 | 88,20 37.46 | 52,39 19,02 | 78,10 27,51 [44,62 1043 66,83 18.08

800| 125,31 61,30| 88,48 48,63 |78.68 40,96 113,17 52.26 69,93 32.82 [101,37 42,08 | 60.29 25,07 | 88563 34,35

900]155,34 77.82[111,87 63,18 100,87 56,05 141,21 69,68 90,45 48,66|127,96 61,14 79,03 41,71 1113,54 53,13
1000]189,88 96,53} 138,62 79,64 126,07 73.16| 173,38 89,451114,03 66.50 158,20 81.75) 101,20 60,19141.61 74.75
1200)273.31 ._»o.hw, 201,36 119,33(185,95 114,18 252,61 135,30] 171,26 108,71] 232,86 129,60| 154,74 104,06]211,33 124,88
1400(368.31 195,61 , 278,89 166,01 /259,61 162,65 350,87 -188,96} 241,36 158,74 326,82 185,28] 221,38 155.64 299,90 182,20
1600470568 257.43 368,99 215,30|347,57 212,86 462,61 246,66 326,43 210,29 436,10 243,95/ 303,26 208,63 406,20 242,91
1800581,92 323,27 462,13 270,00| 445,04 »mm.ma. 581,92 308,77 421,95 263,91,556,05 305,91 395,46 263,75 mNN.NN. 306,41
2000]701,77 39%3,37. 559,90 329.38 , 651,53 321,06 701,77 378,87 426,78 320,11 ‘ 686,47 371,26| 497,95 321,00{661.,22 372,62

2200

472,20 |

392,44

380,36 Availale 457,70

ot

379,92 444,62 W

381,67 446,02

2400 —— 668,83

458,89

446,81

558,83 !

441,90

558,83 !

445,10 570,70

July




proposal becomes law.

The proposals are
contained in paper entitled
“Additional Taxation pro-
posal” which has been ta-
bled in Parliament.

The measures, if they are
approved, will effectively close
a loophole in the tax regula-
tions which have allowed share-

Tax shock for prlvate
company sharehol

By PAUL DOLD, Financial Editor *

necessarily to all of its share-
holders but to any one of them)
must be deemed to be a divi-
dend received by that
shareholder and subjected to
normal ‘tax on the same basis
and to the same extent as any
other- dividend provided that
the amount of such loan or ad-
vance is covered by the avail-

holders in private 1 to
obtain loans and advances tax
free. These loans and advances
will in terms of the proposals
be classed as dividends and
taxed as such.
% Tax expert Professor Aubrey
»Silke said last night that the
*proposals mean that any ad-
vance or loan made on or after
ﬂ/lay 28 by a private company
to any of its shareholders (not

e Ao
c)\ﬂ.%\c\k\c‘
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\oxwe—

v Xc¢
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able distributable profits or
reserves of the company.

“This is a very far-reaching
proposal that could affect every
shareholder of a private com-
pany that obtains an advance or
loan from such a company. Its
exact scope will depend upon
any conditions, exceptions and
exemptions that may be in-
cluded in the new legislation
and one will have to await the
publication of the 1980 Income
Tax Bill to be shortly in-
troduced in Parliament.

“In the meantime sharehold-
ers of private companies must
exercise extreme caution and

Loans or advances by private companies to their shareholders will be taxed

not borrow monies from their
companies until the new legis-
lation has been passed, since it
is intended to apply to any ad-
vance or loan made on or after
May 28, 1980.

*“The object of this proposal
is to close the present gap in
the income tax law whereby
shareholders in a private com-
pany can obtain the benefit of
the profits of the company by
taking an advance or loan
which is not taxable as such
instead of drawing a dividend
which is subject to tax and ulti-
mately when the company
ceases to trade, the sharehold-
ers mlght dispose of their com-
panies including their
distributable profits and re-
serves and the shareholders’
debit loan accounts without
creating any tax liability”

Professor Silke said that the
Appellate Division has ruled
that such a disposal which rids

the shareholders of their debit’
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loan ts is not a breach of
the anti-tax avoidance section
in the income tax law (S103)
where the sale of the shares
and” the disposal of the debit
loan is effected under an arms-
length transaction with an in-

dependent financial institution’

which charged a fee to the sell-
ing shareholder based on the
"y4lilg "of' the companies
distributable profits and
reserves.

“It is a matter for regret
that such a far-reaching pro-
posal has been introduced at
the tail end of the Parliamen-
tary session. The whole ques-
tion of the taxation of private
companies and their sharehold-
ers and the tax repercussions

X e,

adl.

\e e\ .
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as dividends if a new L

flowing from the drawing out of ’

profits by. way of loans to the
shareholders in lieu of divi-
dends, as well as the problems
created for innocent heirs upon
the death of the controlling
shareholder, arising from the
of distributabl
profits or reserves in the com-
pany and represented by debit
loans due by the shareholders,
ought to be examined with the
utmost care by the Standmg
Commission on Taxation.”

/\
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The full text of the proposal .

reads:
ADDITIONAL TAXATION
PROPOSAL

Income Tax (Normal Tax)
THAT, subject to the provisions
of the Income Tax Act, 1962
(Act No. 58 of 1962), and of an
Act to be passed during the
present session of Parliament
amending that Act and subject
to such definitions, conditions,
exceptions and exemptlons as
may be provided in the said

Acts, where on or after 28 May"

1980 any amount is paid. or. any

asset is distributed by a private .

company- to' any shareholder of
such company by way of any
advance or-loan or any pay-
ment is made by such company
on behalf of such shareholder,
*so much of the amount or value
of .such advance, loan-or pay-
ment as is equivalent to an,
amount, which could properly
have been paid or distributed
by way of a dividend out of the
available .distributable profits .
or reserves of such company at —
the relevant timie shall for nor-
mal tax purposes be deemed to
be a-dividend received by the
shareholder.
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Pretoria Bureau
ECONOMISTS fear that the im-
position of fringe benefit tax
next year will increase infla-
tion.

Most agree that inflation is
likely to reach 15% at the end
of the year. The influence of
fringe benefit tax could send
the inflation rate above this
tevel in the second half of next
ear. :

The financial proposals for
the tax and hgw perks like
P cars, entertai t
allowances, subsidised com-
pany loans and others are to be
ted, have been included
in the Income Tax Amendment
Bill which is expected to be
tabled in the Assembly next
week.

Commerce and industry have
agreed in principle that all in-
come should be taxed, but
there is serious opposition on
the evaluation of certain bene-

fits.

1t is estimated that up to a
third of the income of top and
middle management personnel
is made up of fringe benefits.

nance, Mr Harry Schwarz, said
that if the effect of the tax was
to deprive company employees
of real income, they would
have to be compensated by
higher salaries.

He said this would be infla-
tionary and care should be tak-
en to ensure that the effect of
the perks tax would not destroy
incentive and initiative.
A ——

The PFP's spokesman on Fi- |
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SOME ‘200 national and multi
national companies have given
the thumbs down to the pro-
posed fringe benefits tax, ac-
cording to a survey carried out
by manpower consultants, Per-
sonnel and Executive Place-
merits (PEP).

The survey shows “‘tremen-
dous confusion” about the like-
ly effects of the tax.

Some companies have al-
ready . increased their benefits

packages by up to 2% while ..

others reémrt ‘they are deter-

+mined to do “anytbing’;tb keep

ghetir valuakle kg%g%tgx 61 {n’f’ilthe
al or, manpowgrithat they
ink~ iﬁ”s;’fargas result

Efiployees want undertak-
ings that. their frinﬁe benefit
packages will be adjusted to
offset the effects. of the tax,
even though ‘at this stage there
is no clear indication of its
form, or.even that it will be
introducedl,” says Paul Langer-
man, eXecutive director of

Alihough most i

for perks tax

| By STEPHEN ORPEN I

will drop.

Main reason is an anticipated
hike in inflation as a result of
the perks tax — a result of
‘translating higher manpower
costs into price increases,

Some respondents to the

PEP survey have sent,teams
overseas to study ways arotind
frin%e benefit taxes.
,.4/%“The impact of the tax will
vary according to'the number
of senior people employed,”
says Langerman.
what comes through strongly is
that not .one survey respondent
gave even a qualified nod to the
perks tax idea.

‘The countrywide survey cov-
ers 200 major national and
multi-national companies, em-
p{oying more than 25 000 peo-

e

The survey, the second in a
monthly analysis of the man-
ower market, concludes that,
in desperation, acceptance
standards for many key posts

lan to offset the effects of the
%, there is a general feeling
living standards of senior men

have dropped.

““The result must be a lower-
ing of pri ivity, and a hike
for inflation”, comments Mr
Langerman.

It now takes up to five

“However, '

months to recruit a geologist,
three months to find an engi-
neer, and about four months for
a techhician.

Replacement costs are con-
sequently rising. It now costs
R33 000 to replace an engineer,
R18000 for a technician, and
R13 000 for an artisan, taking
into account recruitment costs,
orientation, training etc.

‘This is not significantly up on |

April, but is-expected to rise
steadily.

Moreover the survey indicat-
es that while general salary
increases recorded in April
were not repeated in May, a
new approach to valued man-
power emerged,

Thus, specific individuals
with specific skills are being
regarded as too valuable to lose
to the opposition and their sala-
ries are under constant review.

Not suprisingly, staff turn-
over is up in May compared
with April (which also showed
drastic increases).

Specific examples are engi-
neers turnover 22% (17,3% in
April). technicians 20% (18,7%)
and an average across-the-
board turnover of 22%, up five
percentage points én April.

Overall staff complements

increased 2% over April.
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income tax you will have
to pay when the new pay-
as-you-earn tax tables start
operating next month. The
figures in the top line are
the new rates. The figures
in the lower line in brack-
ets are the current rates.

The figures apply only
to taxpayers under 60.
Taxpayers over 60 pay. at
a lower rate.

To compute your taxable
income you must first
deduet ‘your pension pay-
ment as these are not sub-
ject to tax. If both the
husband and the wife work

THE table shows how much Monthily

income
200

250
300

Married
(5,10)
0,54
(9.00)
3.95
(14 31)

7.9
(19, 31)

{51 00)
36,09

One
child

(1.60)
(5.10)

9.00)
(13.31)
1,22
19, '31)

4,5
(24. 85)

7,63
(30 85)

16.38
(44.42)
27,65

Two
children

{1.60)
(5.10)
(9.00)
1431y
(19.59)
@3
15

(38,09)
19,02

children

(1.02)
(452)
(3%
(13.84)
930

(31.02)
10,43

(99,205

(68,16) (60,06} (52 39) (44,62) )]
Single 800 48.96 40,96 25,07 61,30
,83 (88,48)  (78.68) (69 93) (60,29) (125,34),
(11,77) 900 63,18 56,05 48,66 41.77 7,82
, (111, 87) (100, 84) (90,45)  (79,03) (155,34)
(18,94) 1000 79,6 73.16 66.5 60,19 96,53
12,57 (1'48 52) (126.07) (114.03) (101.20) (188,88)
(25,50) 1100 92,71 86,55 81,06 117,68
16,39 (168,41) (154,34) (141,17) (126,52) ' (228,86)
(32,31) 1200 119,33 114,19 108,71 104,0 40,4
20,18 (201.36) (18593) (171.26) (154.74) (273,31)
(39.48) 1400 166.01 162.65 158,74 155,64 195,68
23,62 (278.89) (359,51) (241.35) (221,88) (368,31)
(47.39) 1600 215,30 212,86 210,29 208,6 257,4
26.62 (36899) (347,57) (326,43) (308,28) (470,58}
(56,04) 800  270.00 65,61 63,91 63,75 23,27
35.46 (462,13) (445,04) (421,95) (395.46) (581,92)
(76.12) 2000 3293 21,0 g 321.00 393,37~
47.0t (529,90) (551,53) (526,78) (497,95) (701, 27)

then the working wife’s

allowance, equal to R100 a | ~

month,
deducted,

If a husband earns R800 |
a month and pays R56 in
pension contributions his
taxable income will he
R800 minus R56, equal to
R744, It his wife earns !
R500 a month, her taxable
income will . be R500 less
R100, equal to R400, Their

must .also be

s eI AL BPUT

" he heading on the Examination Paper)
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Initials
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comhined taxable income
will be R1 144 a month.

If: they have no children
their monthly tax bill from
July will be R1.07,66.
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; Eareful investigation and preparation, the government had merely

No “perks tax’
.Cf?/é T~ &

| 1 IR
this session =4

Political Corxgspondent

‘THE government appe 0 "have®dropped plans {0 Thiroduce
legislation this year providing for a tax on fringe benefits,

The controversial *‘perks tax™ strongly supported by the Min-
ister of Finance, Senator Owen Horwood, was expected to be
incl in the income tax bill which will be published today.
While details will only be known on publication, the bill’s long |
title gives no indication of what would have been lengthy provi- ;
sions for taxing hidden income such as expense accounts, com- |
pany cars and housing subsidies.

This does not necessarily mean, however, that the tax will not-
operate from March 1 next year as Senator Horwood proposed in
his Budget speech this year. The measure could still be passed
early next session. ’ ]
- The Opposition finance spokesman, Mr Harry Schwarz, said if
the tax was not introduced this year it would be because of
controversy over provisions which would affect commerce, indus- |
ry,-the working man and public servants. |
{t ® Senior bankers and businessmen in Johannesburg last night |
iwelcomed the dropping of the fringe benefits taxation proposals,
reflecting the prolonged campaign waged by interest groups in
commerce and industry to have the “perks tax” scrapped.
However, there was a widespread feeling that, after such

| postponed levying a tax on fringe benefits till less controversial

islation could be drawn up.

‘/._—A.,,,,, B e




e 17 (,/ S’O WLAVS

i e tax
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next year

Political Correspondant

TAXATION of fringe henelits has heen held
haek, but it will ofill he introduced next
vear, the Minister of Finanea, Senator Ower:
Hor wood. said today.

~ Infroducing  the third

Te e reading of the Budget de-

hate,  Senntor  Jlorwnod

said his department had

carried out intensive enn-

- sultation with the private
sector.

‘This is an important
tax measure. Not only will
it prevent the erosion of
the tax hase hv the
payment of so-called tax-
free heoefits, bt it will
strenpthen the  founda-
tiens on which fnrther tax
referm can be bnilt, said
Mr Horwood.,

Turthermore, it is an
important  meastre far
preserving the integritv of
the tax system in that all
faxpavers wil receive the
came tax freatment on
their eatnings.

MORE TIME

‘Althongh consensus
' Was reached on the prin-
! ciple, subject 1o condi
©tions not relafed to the
principle, there were still
some differences on detail
in the last round of views
expresee
June 5 — which could not
- L be resolved in the Jast

davs of tie session,

‘T have therefore de-
cided to allow more time

meacure of consensus as is
possible in a tax measure
of this kind.

—~ as late as I

for further discussions in |
. order to obtain as great |
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By HELEN ZiLLE

Political Correspondent
CAPE TOWN. — The
Covernment has
dropped its plan to
introduce sweeping new
taxes on fringe benefils
on March 1 next year.

This was reliably learnt
yesterday after the Minister
of Finance, Senator Cwen
Horwood, gave notice in
the Assembly that he would
introduce the Income Tax
today.

Although details will only be
available today. it is under-
stood that the provisions fer
wide-ranging taxes on fringe
benefits have been dropped
after strong protests from com-
merce, industry and in particu-
lar the public service.

This is a reversal of the
plans set out by Sen Horwcod
in his Budget speech in March.
when he announced sharp cuts
in direct taxes. but said legisla-
tion to tax fringe benefits
would be introduced before the

A.mmw@\..& Emumzmmamiw@mmm,
[, - - -

M The fringe benefit tax woul
have hit all perks, including
'] expense accounts. housing and

travel allowunces. low-interest
'{ loans, and bursaries.

‘fue tax was being introduced
to correct an ‘mdetensible
position thut hiad arisen over
the years”, Sen Horwood said
at the time.

1t is understood that a draft
Bill containing provisions for
far-reaching taxes on fringe
benefits was circulated — and
met with such strong opposition
that the contentious clauses
were dropped.

The strongest objections
snparently prne from publie
servunts, wver a propesal to tax
their uever
loans

Mr Harry Schwar
Oppusition spukesnl
nance, said yesterday he was
satisfied that the legislation on
fringe benefit taxes would not
be introduced this yeur

However, this did not mean
that the Government had aban-
doned the idea, which could be
introduced at a later stage, he
said.

“1 believe the tax is not
being introduced this year be-
cause of he coniroversy over
the provisions which affect
commerce, indusiry. e work-
ing man and the public ser-
vant,” Mr Schwarz added.

Y




INCOME TAX

Loans axed

The poised blade which tax dodging share-

" holders in private companies have been

watching so apprehensively since the deci-
sion in Hicklin’s case (FM November 23,
1979) has fallen at last. The Income Tax
Bill due to be passed by Parliament this
week contains provisions designed to
strike at the practice of avoiding tax on
dividends from private companies by
making loans to shareholders instead.

This practice (acknowledged as wide-
spread or even nearly universal) confines
the tax on private company profits to the
rate of company tax — at present 42%. If
dividends are declared to an individual
shareholder already paying income tax at
the post-budget top marginal rate of 50%,
income tax will be payable at 33,33%. So,
every R100 of company profits will end up
bearing aggregate tax at over 61%.

Consequently, shareholders prefer to ar-
range for their companies to lend them
money, establishing ‘‘debit loan ac-
counts”, which often accumulate for many
years, possibly until the death of a major
shareholder, when difficult problems may
be caused to his estate.

The fact that companies do not pay
income tax on dividends, coupled with the
existence of many dormant private com-
panies with debit loan accounts, has given
Tise to the profitable practice of “divi-
dend-stripping”’. Shareholders have been
enabled to dispose of the encumbrance of
dormant companies by accepting a small
discount (even less than 10% of the value
of their shares) from a public company
which takes over both shares and the debt
of the shareholder to the private company.

The principal motive of the purchasing
(public) company is its ability to declare
a dividend to itself out of the dormant
company it has acquired and take advan-
tage of the large assessed loss created if

 the private company shell is subsequently

sold, minus the value originally attribut-
able to the debit loan account.

Hicklin case

On the particular facts of the Hicklin
case, the Appeal Court held that the sale
of shares and cession of loan obligations
by the original shareholders did not ex-

* pose them to tax under the dragnet Sec-

\

1

!

tion 103. Post-Hicklin, there was a spate of
this type of sale, as shareholders indebted
to their companies rushed to escape what
they feared might be wide-ranging, even
retrospective legislative action designed
to neutralise the effects of that decision.
The draft proposals which have now
seen the light of day are, it seems, much
less fearsome than many experts had

Financial Mail June 13 1980

feared. For a start, they are not retro-
spective: loans and advances made by
private companies to their shareholders
on or after May 28 1980 are deemed to be
dividends, and become taxable as such in
the hands of individual shareholders. Pay-
ments made by a private. company on
behalf of its shareholders (presumably to
discharge the shareholder’s debt) are also
deemed to be dividends.

But debit loan accounts as at May 28
are unaffected. It still appears to be as
safe as previously (which may not, despite
Hicklin, have been completely safe) to
dispose of dormant companies with debit
loan accounts. However, one tax practi-
tioner has advised shareholders to proceed
with great caution until the amending
legislation is actually on the statute book
and its full implications can be studied.

Important concession

An exemption from the deeming provi-
sion is provided in the case where an
advance to a shareholder is set off during
the year of assessment by a later divi-
dend payment. This is a concession of
great practical importance, as interim
advances by private companies to their
shareholders or transient debit balances in
a group would otherwise have been hit
too.

Another exemption relates to the new
fringe benefit legislation. If the loan to a
shareholder also falls within the definition
of a fringe benefit (as it will if the
shareholder i also an employee) and the
shareholder has been taxed on that basis,
then the provision deeming the payment a
dividend is also excluded.

The new draft clause also creates an
impact in regard to undistributed profits
tax if the shareholder in the private com-
pany making the loan is itself a private
company.

Bob Woods, chairman of the Tax Com-
mittee of Assocom’s Cape Town Chamber,
says the business community is “not sur-
prised” the Revenue Department has
found it necessary to change the law in
the light of the Hicklin decision. Assocom
welcomes the fact that the Act only deems
to be dividends loans or advances made on
or after May 28 but considers that prob-
lems could arise with regard to the defini-
tion of distributable profit. There could
also be problems over bona fide loans
made to shareholders on which interest is
payable and possibly security is given.

A tax expert says the new legislation is
based .mainly on similar Australian legis-
lation, with some reference to Canadian
tax law, too. He cannot attack the princi-

ple of the draft, but feels it is *“still a little
vague", particularly the section providing
that the deeming provision will operate if
the Commissioner (subject to objection
and appeal) is satisfied that it is “‘equiv-
alent to an amount which could properly
have been paid or distributed by way of a
dividend out of the available distributable
profits or reserves” of the company. This
wording is felt to be too vague. The
section should, instead, state that the
payment ‘“‘represents a distribution”.

The net effect of the change is to load
the scales strongly against the private
company. A taxpayer who conducts his
business personally will pay tax at a
maximum marginal rate of 50%. But (as
already noted) if he earns profits in a
company and then pays dividends, his
aggregate taxes will exceed 61%. This
may not be regarded as inequitable if -the
company was formed only for the purpose
of tax avoidance. On the other hand, some
private companies are formed, bona fide,
to allow for limited liability as between
“partners” in a small business.

It would seem, therefore, reasonable to
argue that the present system of taxing
dividends should be reformed to avoid this
example (and others) of unfairness be-
tween different classes of taxpayers. This
is admittedly a wide issue, but one which
it is now very timely for Revenue to

consider.




™ HOUSE OF ASSEMBLY. —
- g,eglslatlon to tax fringe bene-_
+"fits has been delayed to allow”
vr ‘)‘pore discussion on the scheme,
the Minister of Finance, Sena-

) “"‘(or QOwen Horwood. said yester-

. He explained that the Gov-
» " ernment will not go ahead with
- vthe legislation to allow more
* time for discussion in order to
“gnsure “as much consensus as
d possible”. However he made it
e Ylear that the legislation would
* dome into effect in March next

| _yearas originally planned.
Introducing the Third Read-
ing Debate on the Budget, he
I aid there were still some dif-
ferences in detail in the last
7 Found of views expressed by
" “the private scctor which could
"ot be resolved in the last days

=" of the session.

! “There was a <urpri<ing
3 peasure of consensus in regard
to the principle that remunera-

nt

‘gion in kind or by means of .

allowances should be treated on
 “the same footing as cash remu-
“neration,”” Sapa reported him
.as saying.

Sen Horwood said new dis-
“tussions — which will be ar-
ranged by the Commissioner
. “for Inland Revenue — would
= take place soon after the begin-
- ""hing of the Parliamentary re-

spsac BN

G@vt m cdlmp fmngce
b@me‘ff’nt% tax plan

How the ‘Mail’ broke the good news yesterday.

cess sn that final proposals for
]p;zmlmmn coutd he submitted
carly in the new year.

*“As I had already announced
some time ago that the present-
Iy devised scheme to tax fringe
Lenefits would not come into
operation until March next
year, the decision to proceed orf
this basis will not mean a delav
in the application of the tax,
but a stitl more thorough inves-
tigation of its practical impli-
cations and virtues,” Sen Hor-
wood said.

The Rand Daily Mail's Pre-
toria Burean reported that As-
socom warned Sen Horwood of
the “‘potential damaging ef-
fects' of fringe benefit tax,
including increased inflation,
Jast week.,

Last night Assocom and the
Afrikaanse Handelsinstitunt
weleomed the postponement.

The executive director of As-

socom. Mr Raymond Parsons,
said it was a wise decision.

In represcntations to the
Minister last week Assocom
again warned that in their pre-
sent from the proposals would
be damaging to some sectors of
the economy. harmiul to cer-
tain kev groups of taxpayers,
and would aggravate inflation.

He saud it would be wise to
reconsider the proposed date of
implementation.

The president of the Afri-
kaans Handelsinstituut, Mr H A
Sloet. said the decision to have
further consuitations on the tax
was welcome.

This would give time for
greater clarity on the imple-
mentation of the legislation.

However. the fact that the .

fina! decision had been post-
poned shonld not be seen as the
green Hght for abuse of fringe
henefits.

1t said the authorities should
review the main reason for the
growth of frinpge henefits — the
high marginal personal tax
rate.




Appeal to ¢ nnel
'ﬁ %0 1oé oyt

PRETORIA BUREA! .

HER strong appeal for some of the revenue from GST to

be channelled to local authorities was made yesterday by Mr
Francois Oberholzer (NRP Rosettenville). :

He said it was essential that loi;u\l authorities be given sourcés
of revenue other than rates, which had a built-in growth factor.

He said the rates burden on house and property owners meant
some were paying more in rates than they paid in income tax.

If services were to be maintained and expanded other sources
of revenue were essential.

Referring to blacks’ share of GST, Mr Oberholzer said: “The
black man wants to know what has happened to the four cents he
pays in the Rand. His quality of life has not improved becanse of
the tax.”

Recently, he sald rents were almost doubled in Soweto.




THE ASSEMBLY. — Sales tax
had come fully up to expecta-
tions as a revenue-raiser and
the collections for the current
financial year were estimated
at R1550-million, the Deputy
Minister of Finance, Mr Pietie
du Plessis, said this weelk.
Introdueing the Second Read-
ing Nehate on the Sales Tax
. Amendment Bill, he said the
axpected inerease was due sole-
Iv to the upsurge in ecenomic
activity as the rate of the tax
had remained fixed at four per-
cent = a rate which, he said,
- compared more than favoura-
bly with other countries.

“The snccessful implementa-
tion of the Sales Tax Act has
been largely due to the fact

_. that it is a general tax, in the
sense that it is levied on all
transactions of the kinds men-

~ tioned in the Act, such as sales
of poods, financial leases, im-
| ports and so forth, without he-

‘lmg burdened with numerous
Texceptions . .. and to the fact

+ that the tax is levied at a single

This yegr’

.
55

rate.”

The chief Opposition spokes-
man on Finance, Mr Harry
Schwarz, said the Opposition
still felt very strongly that
foodstuffs and other essentials
of life should be exempt from
GST.

For that reason, he said, the
PFP would oppose the Second
Reading, although it brought
about several improvements in
the application of GST.

The tax was bringing in more
revenue than expected and
much of it came from poorer
people. It had been estimated
that people earning R150 a
month would pay GST on two-
thirds of that amount.

As the country was heading
for a very substantial surplus ~
on the Budget, there could he
no excuse for levying GST on
people whn could not afford it.

Mr Schwarz said it was time
the Government decided be-
tween the add-on and add-in
forms of GST. — Sapa.
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-Assocom sees unfalr
hardships in fringe

By GERALD REILLY
Pretoria Bureau
THE Association of Chambers

would be adhered to. Sen Hor-
wood said more time was need-
ed for discussions before final
ions were taken,

of C the cur-
rent fringe beneﬁt tax propos-
.als could fmpose unjustifiable
+hardships on many thousands of
. taxpayers. .

Yesterday Assocom and the
Airlkaanse Handelsinstituut

One of the major submis-
sions from commerce and in-
dustry is that none should suf-
fer financially because of the
tax. Compensatlon must come
in form of income tax

d they intended making
further strong submissiornis "to
have some of the harsher pro-
posals softened.

In the Assembly this week
the Minister of Finance, Sena-
,or Owen Horwood, announced
‘that legislation to implement
“the tax would not be introduced
“during the parliamentary ses-
'sion which ended yesterday.

However, the original inten-
“tion of introducing the tax from
the start of the 1981 tax year

Economists pointed out yes-
terday that the fringe benefit
system mushroomed under the
government’s nose because of
the high marginal tax rate,
which — a few years ago —was
more than 60% of all income in
excess of R28 000.

Yesterday an Assocom
spokesman said the most im-
portant area of disagreement
on which further negotiations

Fid

will take place are probablythe
proposals - for ; taxmg housmg
benefits.

“This includes cheap housing
loans as well as free and subsi-
dised housing.

There are also serious prob-
lems with the proposed taxing
of education bursaries. These
would expose to taxation legiti-
mate bursaries which merited
tax relief.

Assocom claims, too, -that
the tax-free’ entertainment
allowance limit has been set
too low. B

Another issue- Assocom_will
stress is the need to phase in
the taxation of residential
accommodation over a period
of several years. The value
placed on the private use of
vehicles is also too high, Asso-
com claims.

—_ - =




Financial Reporter
FURTHER tex cuts as part of
a continuing policy are antici-
pated in the revised Economic
Development Programme for
1978-87.

It says: “One of the funda-
mental policy assumpticns in
the EDP is that the country's
economic growth rate aver the
long term cen be increased
only if the share of the public
sector in the economy is re-
duced. )

“An important part of this
_strategy is that the tax burden
of individuals &nd companies
will also have to be reduced.

«Obviously this policy will
*stimulate private consumner de-
mand and more specifically iis
Gurable and semi-durable con-
sumer goods component.”

The EDP says it would be
“very dangerous at this stage to
project the long-term impact
of the gold and ofl price hikes
:on South Africa’s growth pres-

pects.

Unknown factors such as the
duration and extent of the re-
cession currently being exper-
- jenced in industrialised western
countries and naturally also po-
. litical developments could be of

crucial importance in- this re-

i wma. it says-

The EDP says: «“There are

" pevertheless indications that
even if the gold price merely

maintains the average level of

,the past year of s0 over the
yest of the programming peri-

od, this will undoubtedly have a

further positive effect on South

Africa’s long-term growth ex-

because of the normal
on in the domestic mar-

An important further reason

economic-strategic projects
. in any case, have on the
rate of increase in imports.
Especially important in this tors.’
connection is the substantial ef-
fect that Sascl 2 and 3 wiil have
on imports as crude oil and
several other chemical raw

prodocticn of compene!

i

ago.

¥ ®FlInis matter will, however, |,
m reguire thorough consideration
-85 e EDP can be nmﬁmmm

pectations which could not have
been foreseen 3 year of two

dustry considerably, the EDP
says, and the effect of this on
the preduction of the engineer-
ing incustry is already notice-
able and will continue over the
programming period.

into operation of phase 5 of the
Ihe local content programme for
ket for certain imported goods.  cars and Lght commercial ve-
LIIPO] t hicles, licked $¢ the Atlantis
for this view is the expected  project for diesel epgines, will
inhibiting effect that several certainly exert an irhportant di-
rect and indirect influence on
the growth of the production
and imports in certain sec-

At the same time, it is also
assumed that the ‘‘existing
trend regarding the narrowing
of the income gap” (between
whites and blacks) will contin-
we. which is expected to stimu-
late the consumer demand for
non-durable (foodstuffs, bever-
ages, tobacco, fuel etc.} and
semi-durable products (cloth-
ing, leather, medications, toile-

1t is expected, for example,
that imports of motor compo-
nents in velume terms will de-
4 I crease by an average of 14% a
materials which are based on  year during the 1980s while the
crude oi! and which will now be
produced locally, for example
certain plastic raw materials.

The EDP says: ‘‘The putting

Frasers Internations! a
nonnces the trezs
head office of its Freight For-
warding division to Johanoes-
burg. Tee diviston, headed by
managing director, Mr, Bruce
Furness, abeve, wa3l forme

increase by 10,7% a year.
South Africa is in the process
of diversifying its-weapons in-
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MELPED by a strong gold prico a

Einancial Fditor

nd o rapidly expanding eco-

nomy the Government’s tax revenues amo boaming, a Treasury

statemeont chows.

MR CONRAD NAGLE

‘hes heen appointed

group  insurance and

vick controller for the
Creatermans group.

Tax collections in the
two months cnded May
totalled D1 616,5-million.
This is 395,7-million
more than the Treasury
received in the same two
months last vear.

Tepresenting an in-
crease of 51,7 percent, it
ia almost three times the
10,8 pereent inerease in
tax trevenues this year
fovecast in the March
Budget.

Collection  on
yevenue accont in the
two months soeared 304
pereent from Rt 094-mil-
linn to R1524-million, up
R4304-million,

rut this increase was
partly offeet by a drop in
customs and excise
receipts from
R156,2-million last vear 1o
R122,1-mitlion this_ year,
mainly as a result of the
aholition of the import
surcharge.

RATES REDUCED

The hig increase in tax
rovenues 15 unlikely to be
fully maintained in Juiy
when the 'pny-a&,von-narn‘
income tax rates are
substantially redaced,

Nonetheless, il the ece-
nomy continues on its
present path, as there is

inland

avery indication that it~
that tax .

will, it ceoms
yeveoes this rear should

stitl he substantially

higher {han the Govern

ment expected. H
CUT AGATY »

One happy consequence
of this situation is that
South Africans might find
taxes cut apain in next
year’s Budget.

Annther probable conse-
quence is that Govern-
ment herrowing this year
is likely to he well below
the Budget forecast.

In his Budpet speech,
the Minister of Iimance,
Genator O P T Horwood,
ectimated this year's hor-
rowing  requirement at
around R700-million.

NEW ROOMS

Rut with takx revenues
running ahead of Budeet
requirements by  around
R135-million a month —
or by about R1 620-million
a year — the need for the
Government tn raise new
loans has beén greatly re-
duced. .

This is' good news for
other borrowers ‘as, Wwith
{he Gevornment like.y o

be out of the market, me- . -

dium and longterm
interest .rates are less

.- 1ikely to rise in, the imme-
_diate futfire,

The cofit of raising
Joans therefors, is. lkely
ta remain . comparatively
Jow fov of Teast thiz veat.
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o blew up, at a time that could not have

. . ‘yy is al) very well. But it must be done in

frovernment i< trving fo persuade them to

- '*4{“(’]'1‘“&(‘ eir investoents, it 1s bound to
o

kn(\ attempt by some officials to present
wovernment policy.

J‘omuncmtinns {hrough benefits that at-

The whisper around the Union Buldings
is that ence the storm over fringe benelits

heen economically more inapproprue.
capital gains were as pood as dead and
buried.

Taxation reform in the interests of equi-

accordance with the spirit of the tme. It
it is presented as a means of hashing

avaricions husinessmen at a time when

W cotroversial.
The controversy over the perks tag was
lanned hy what appeared to be a deliber-

ihe whole matter as an accepted item of

| At some stage the drift towards greater

ract low or negligible taxes will have to
‘w stopped and mayhe even reversed. But
pow is nof the time and next year s
mlikely to be cither - unless government
vants to splash mud in its own eye.

] FripiGE B é s (3;
| PRI 18 (320
o ;Uﬁ%\n ‘g@ﬁjaﬁr aggain

i With yet another delay in the fringe bene-
fit saga. the I°M is beginning to wonder
— whether the planned amendments to the

Income Tax Act will swrvive the retire-
ment soon of the nation’s chief tax collec-
tor. Michey van der Walt. who master-
minded the whole matter.

Tast week I'inance Minister Owen Hor-
wood withdrew the controversial Bill from
Partiunent to allow time for further re-
presentation and amendment . after angry
civil servants backed up the complaints of
organised business.

Instead, the Bill will now he considered

“77 next February — just a month before the

, threatened measures in the 1981 Budget to
— hring move of these perks within range of
© tax collectors,
. Any bets that the matter will be sorted
| out hy then?

After ail, look what happened to Hor-

1 wood's enmmitment a few years ago to
the introduction of a capital gains tax. Not
a word has heen heard ahout it since.

_igovernment policy, To reverse the whole
"procedure nvernight js tantamount to cut-
Iting wages and salaries for no apparent

-7 JT(‘.’ISOH.

Lot us not forget that until very recent-
the awarding of fax free perks was

lv.

Tax man Van der Walt . . . will the
perks tax survive his retirament?

ial Manl June 20 1980 i
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. The Mlmster of Finance, and hi
T 3 s opposumn to sub- been followed in 1975 md
‘PUTTY TRUTUO} ° Senator Owen Horwood, sidies as a lasting solu- 1976, inflation and the | ST
g_‘ast flx‘venc the assurance  tion. country’'s balance of L N
OTTTTI at. the. Govermment will Senator M i payments would have
TTHE T'¢yY Jo ° continue to look at its tne Gov;rnmgfl‘;mggs s:;’_ been far worsé than they | pxre
entcroacl'ément on the pri-  parked on a deliberate we‘}{e :oday
X U 3 vate sector, and take steps s far as exchange con-
‘Pex yoeoadde Te where necessary to reduce aﬁ%ﬁaﬁmdoﬁars’; l;erfeo;t?; trol relagation was concer- | 4500
. this. vigour in the economy, ned, Senator Horwood
RIS R Or 5{ In an interview with more production and said the Govemment
the SABC N i would like to go further.
4 on economic more economic activity. It had already come a 7R O
_— - %;tlgy l?i’;eth]‘)’ae"e ofTFtee Government  expendi- long way in the past 18
1SIBAOIENT SuTY da o Senat 4 OI-II‘ UeS-  yre had remained static months, but controls |,
agaiyn' stresseoé. thz?{wot](;g :in the past four years, would havento be relaxed : umx
Mo espite an improvement Systematically, and not
UTEN SU usygbuy Government was com-  j; economic growth,.and  overnight. f
mitted_to a free enter- j 4 g I:Pt w
prise eéonom 4 tod .it was a challenge not to On  Government  en-
to stren t; yi‘ﬂ wanted . cpend more at a timé croachment on the private
sectsor gthen the private when State income was sector, the Minister sald
He held out th rislIi‘n}%. lloudgetalry policy was ge |
out the pros- e past had also liberately aimed .at redu-
LTI € JNOTR I pect 'of continued disci- ~ shown that the Govern- Cing Government invol- . »
pline Government ment would not be temp- vemént in the economy. T ¥
. spending~further tax re- ted to create artificial There was also a De- !
forms, more improvements ~ prosperity in a time of partment o Industries
in  exchange controls, recession. committe¢ to hear prlvate '

greater efforts at training,

Had this policy not“

sector representations in
this respect, while the

TTett / 3acdrre st e
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mamtammg an

the SABC 'He
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a8 somethmg

-
tion in the Western ‘world
; h

Sre TERTEY

where, . governments.
‘become .1 and
croachmg Ll
oh :&conomic;*ac]

~recéntly formed competl- .
4 tion . board  was.a
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order in which it has
2ave columns (2) and

hal
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Mr Louis Francis, left, receives the Prime Minister's Award from the Minister of Justice, Mr Alwyn

Schiebusch, for 40 years’ continuous service in the Department of Justice. The presentaion was

made at a special function on Friday at the Johannesburg Magistrate’s Court, where Mr Francis
has just completed a three-year term as Chief Magistrate.

mmunicate with other
on except the invigilator.

paper
.amina
3. No part of an answer book is to be torn out.

THE Government will continue
to examine its encroachment
on the private sector and,
where neccessary, reduce this,
the Minister of Finance, Sena-
tor Owen Horwood, said
yesterday.

In an interview with the
SABC on economic policy —
Tuesday is Free Enterprise;
Day — Sen Horwood empha-
sised the Government was
committed to a free enterprise
economy and wanted to
strengthen the private sector.

He said the Government
aimed at continued discipline in
Government spending, further
tax reforms, improvements in
exchange controls, greater ef-
forts at training, and opposed

the ques'

‘subsidies as lasting solutions.

The Government's policy of
tax reform would cause greater
vigour in the economy and
more production, he said.

Government expenditure had
remained static in the past four
years, despite an improvement
in economic growth and it was
a challenge not to spend more
at a time when State income
was rising.

The past had also shown that
the Government would not be
tempted to create artificial
prosperity in a time of reces-
sion, he said. — Sapa.
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By GERALD REILLY
Pretoria Bureau
THE Government has not aban-
doned the idea of a capital
gains tax as par of its fiscal
reform programme, it was
learnt from a Government
source in Pretoria yesterday.

Until now the Department of
Inland Revenue has been preoc-
cupied with the run-up to the
introduction of a tighter tax-
ation of fringe benefits — “hyt
the gains tax is still a live
issue”, it was stated. .

The likelihood is that after
the fringe benefit tax has been
cleared from the Minister of
Finance’s desk, attention will

be focused on the capital gains

—

‘Gains tax’
o 4
0 _I'aWIIlg[S

tax as a possible next move in
tax reform,

The Minister has indicated
that legislation will go through
Parliament next year to make
the imposition of the perks tax
possible. He has not, however,
said when it would come into
operation, although it-is expect-
ed to be launched during -the
1981-62 tax year.

Further discussions between
organised commerce and indus-
try and the Secretary for In-
land Revenue, Mr Mickey van
der Walt, on details of the tax
are to be held next month,

Capital gains tax was recom-
mended by the Franszen Com-

R

mission on Fiscal and Mone-
tary Policy, and although the
Government has not so far
committed itself to implement-
ing it, *it is still on the
agenda”,

The tax, which would be
mainly on gains on the sale of
shares and property, has been
condemned outrighf by the As-
sociation of Chambers of
Commerce,

Yesterday, Assocom’s chief
economist, Mr G W Tyler, said
a capital gains tax would have
an adverse effect on both local
and overseas investment,

Mr Tyler said the adminis-
tration of ‘the tax would be a
costly operation, and its value

still |
ﬁoards

as a source of revenue would
be limited. .

Assocom was opposed to the
introduction of the tax ‘“‘now, or
at any time in the future”, Mr
Tyler said.

A Federated Chamber of In-
dustries spokesman said the
FCI would want to see how the
capital gains tax would fit into
the package of tax reform,

“We have not taken up a

—position of rejecting the tax.
We want to hear more about its
structure and how it would be
applied.”

The FCI was more concerned
with the rate of the tax than
with the principle. J




High e‘arn%
220)

out of

fiscal kra,

By SIMON WILLSON

THIS year’s income-tax redue-
tions have ended the discrimi.

| natory system which locked
1-high income:earners in a high-
| tax “fiscal kraal” while leyying
; relatively low rates of tax-on
| says Busi an’s

| Law, - :
The journal says a study of
past. Income Tax Acts' shows
that while'companies; particu-
larly. non-mining companies,
have: been taxed at relatively
. low fates, dindividuals. earning
| What are deemed high incomes
I havebeen subjected to-high =
and at times almost penal —
rates, - Coem
i “The .idea “‘behind . this idis-
crimination hetween companies
and individuals seems-to haye
.been. that. companies, which
traditionally are" the vehicles
or -ecdnomic progress in coun-
tries, that have reached a -cer-
tain -stage ’ developrhent,
should b left as free.as possi-
ble to accumulate and reinvest
capital and:thus stréngthen the,
economy ‘while individuals,
whose personal wealth is not so
obviously Jinked with the pros-
perity of ai economy, could 'be
relied on to. make good; dny
shortfall in‘desired-revenues.”
The joirnal adds that the
high incoine-earner was an ob-
vious targetfor a Government
which placed  politics and its
statist philosophy before
ecoriomjcs, ol
.. “He was chosen as vietim
because it was administratively
cheap, politically feasible and,

the

" had as far' ag possible to:be

locked into his “fiseal kraal”,
but his escape was simple if he

was able and willing to incorpo- |

rate his economic activities
and enjoy the lower company
rate of tax, et
And it was the second defi-
ciency which built up pressure
for the present reforms,
“There were too few cap-
tives in the high-income kraal
to sustain burgeoning State ex-
penditures. The increases in
rates of tax needed to milk any
substantial increment to State
reverues out of this-group be-
came increasingly difficult,
certainly in economice although
perhaps not in political terms,”
So more revenue was ob-
tained by spreading - the high
rates of personal tax down the

income scales. This was done’

partly by revising the tax ta-
bles, but mainly by “fiscal
drag” — letting inflation haul
earners into higher tax
brackets. L

But then the State’s reventies
became  more secure and its
expenditures stabilised, and in:
come-tax rates stopped rising
and began to fall, a series of
developments hailed by Busi-
nessman'’s Law, >

“The maximum marginal

rate itself - has fallen from
60,5% to an incredible 50%, At
all levels of income, personal
marginal and average rates of
tax have come crashing down,

“Our excessive dependence
on the higher income-earner
has apparently been significant-
ly dimini

above all, * philosoy ac-
ceptable to dig' deep 'into his
Ppockets,

tween company rates and

‘maximum persondl rates has

been

““He contributed a sut

ably reduced.”

d, and the gap be- |

y

and at times an zingly
large percentage 6f income tax,
es_collecte indivi
and _hence
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ByGERALD BEILLY
Pretorla Burean
"THE. fempo of South Aftica’s
- economic hoom ds escalating,
'ai_ecordmg to the’ General Sales

ax, .

; :The- Secrctary ibr Intand”

- Hevenue, Mr. Mickey van. der
Walt, said yesterday that there
was no better indicator of the
health and vigaur of the econo-
my than the rising GST collec-
tion figures.

To reach this financial year's.
target of R1 530-miltion, ntonths -;
ly collections' must- average
R129-million. Tms is qulte
possible, *

Some econotmists beheve that
the total. collection for the
financial year could come close |
to equalling the estimated revs:
enue from individual income
tax — Rt §05-million.

. Though expenditure patterns

are - difficult to forecast, Mr
Van der. Walt said, spendmg
during the second half of the -
year. would also-tie pushed: up
by consumer .spending swollen
by the R908-million in tax
coneessions. -
. :The GST target figure of
R1 850-millioh - 1s 26%  higher
than- lagt- June’s actual collec-
tions of Ri 250~milhon, .,

. retajl sales in money terms had

@my in |
@@mmg

an de,,‘\ alt sald the
1ncreas spenging tempu was
 reflected from&July igst year
Wwhen:monthlyéollections began
‘to. excéad Rwo-mlllmn
consxste y,

. Ahothér stabistic pmrmng to
the economy’s escalating’ mo-
meritiiim i the huge R6-million §
increase in GST -collections
during April and Mey, In that

eriod the Treasury reaped

40nillion from sales tax —
34, s#hore than for. the same
twq‘n'mmhs in 1979,

* Barclays Bank’s chief econo-

mist, Dr Johanh Cldete, said

increased by- abouf (2% He
wartied, however, thatspendmg
could not continme o increase
indefinitely. The big. retrirns
from GST indicated the larger
volume of spending and the es-
calating prices of goods. ', .

Many consumers were spend

ing money fast: in‘at effort io, |’
beat inflation. Howévér, a point |
womld be reached when supply .

-difficulties would be encoup-
‘tered — “ahd- it i3 then that
;lnflatmn eould ;get:, ouﬁ'of

. D Claete: sees"this s *
distinet possthility” i the
. quarter of next year..

il




INCOME TAX
Smoothing the troughs
moothing the trough

he 1980 Income Tax Act contains”one
provision (not mentioned in the Budget
speech) which will be welcomed by build-
ing and engineering companies in particu-
lar, but also by any concern with long-
iterm contracts stretching over several
years of assessment.

Under the tax law as it was, building
and other companies with long-term con-
tracts had trouble with the “‘front-end
loading” of payments — the receipt of
payments in advance. If a significant pro-
portion of expenses becomes deductible
only in later years, there can be grave tax
disadvantages (FM November 16 1979).
The obvious inequity of this state of af-
fairs led to many divergent practices (not
all of them good tax law) at different
Receivers’ offices.

Deducting future costs

Now, a much-needed amendment (Sec-
tion 24C) should remedy this difficulty.
Where taxable income for the year of
assessment includes any amount which
will be used either partially or in full to
finance future obligations in terms of the
contract, the taxpayer may deduct the
estimated amount of the future costs. One
limitation on the concession is that it is
not given as of right: it is subject to the
discretion of the Commissioner, who must
be satisfied that the deduction allowed
will be used in whole or in part by the
taxpayer to finance future expenditure to
meet its obligations under the contract.

The amount of the deduction may not
exceed the income derived from that con-

tract in the year of assessment. To avoid
giving the taxpayer a double deduction,
any deduction awarded under the new
section must be added back as additional
income in the following year of assess-
ment. But should the actual costs not be
ingurred in that year, a new allowance for
future costs will be claimable.

Including allowances

The definition of expenditure claimable
in advance includes a reference to expen-
diture ““in respect of any asset in respect
of which any deduction will be admissi-
ble” under the Income Tax Act. This
definition would obviously include the or-
dinary wear and tear allowance and the
initial and investment allowances.

Another unusual and important conces-
sion in the section relates to past assess-
ments. It applies to all tax years which
have been assessed on or after July 1,
1977, even if the assessment has become
“final and conclusive” under the Act — in
other words, prescribed under the three
year rule. But taxpayers wishing to have a
prescribed assessment reopened must ap-
ply in writing to the Commissioner of
Inland Revenue (formerly the Secretary),
on or before June 30, 1981.

As years earlier than 1977 could have
been assessed only after July 1, 1977, the
concession makes it possible to reopen
assessments for even earlier tax years. It
may be that the Commissioner will regard
this wording as wide enough to apply to
revised assessments issued after July 1,
1977, where the original assessment was
issued before that date.

As with any important new amendment,
it will take time to establish, in practice,
the exact scope of the new section 24C.
But its real benefit to companies involved
in long-term contracts must be very
considerable.
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" Some South Africans

feel people must pay a
higli price for doing
what is socially and
morally acceptable,
and their opinions are
revealed in a survey
placed in the hands of
the Prime Minister to-

day.

The Markinor research

report. on Joint Taxation
and Marriage was presen-
ted to the Prime Minister

- by Action '75 Aksie, a

women’s action group, as

. part of their submission
. for South African women

to retain separate taxation

status when they marry.

" It revealed that many

"' people feel the financial

g

rewards for being di-

. vorced or living together

in . South Africa are sub-
stantial under the present

. system of joint taxation.

They see this as not only
unfair but morally gbjec-
tionable, and {feel South

" Africans must pay dearly

for getting married.
TAX BRACKET

. One hundred: white
Afrikaans- and English-
speaking men and women
on the Witwatersrand
were interviewed personal-
ly. They were between 20

- and 55 years of age and

earned R1200 or more a
month, putting them in
the income bracket most
affected by joint taxation.

The thrust of the inves-
tigation was to see if the

‘ _average man and woman

on . the street felt the
present tax system had an
effect on their moral eval-

. uation of marriage.

Joint taxation generally

ter five years of con-
stently lobbying the
‘Minister of Finance for
separate taxation for
married couples, Ac

. tion 75 Aksie has de-
"cided to take the mat.
. ter directly to the
-~ Prime Minister,

.n.Longtime  campaigner
“Adele van der Spuy and
three other members of
the action group tfoday
met Prime Minister Botha
n Pretoria to discuss the
taxation issue. They spe-

.- cifically requested that all

South African women,
when they marry, be

- ‘allowed to retain their

own separate taxation
status, and backed up
their submission with a

.. Scientific research report.

Prepared by Markinor

~+for Cosmos Associates and

- financed by
. interested businesses, -the
.- :survey exposes public feel-

several

ings concerning marriage

. in general and with re-
* gard to joint taxation in
. particular.

“The emphasis was not
on the financial aspects of
joint taxation, but on
whether the present taxa-

' tion system affects the

moral evaluation of mar-
riage,” Mrs van der Spuy

- gajd.

“And I was very sur
prised to see that .80

" percent of the people
questioned still value mar-

riage as an institution of
great value to society.”

. She was not surprised

-
0 The Star Friday July 18 1980 3‘2*0

oi

means higher taxation and
it is for this reason that
efforts have been made
for many years by Adele
van der Spuy and her
Action '75 Aksie group to
change the system from
joint to separate taxation,

While 40 percent of
those questioned said they
felt people did their own
thing generally, regardless
of Government legislation,
67 percent stressed that
the present tax system
discouraged marriage.

Respondents became
‘‘quite vehement and
eloquent” when explaining
why they felt this way,
the survey states, Com-
ments included:

@ To avoid joint taxa-
tion you have to live
together or get divorced.

@ It doesn't pay a

, married woman to work.

@ Married people get

ADELE VAN DER SPUY
- “Time Is ripe for a new
and better position for
South Africa’s women.”

overwhelming majority of

people also condemned
the Government for ig-
noring important social

issues such as taxation,
which seriously affects the
status of marriage,

Joint taxation is an
ethical issue, Mrs van der
Spuy said, and the
Government must decide
on ethical as well as polr-
ical isswes.

She said many represen-
tations had been made
before to the Department
of Finance, Which had
“completely ignored them
because of the lack of
stgtus of those represen:
fed.

“But this is a matter of
national importance. We
represent 300000 South
Africans and we would
like the status of white,
coloured and Asian women
to_be brought into line

punished for being mar-
ried.

Regardless of the lan-
guage spoken, the men
and women surveyed were
very similar in their feel-
ing of frustration and in-
justice concerning Jjoint
taxation.

Findings showed: 88
percent felt joint taxation
prevented many married
women from working; 68
percent felt joint tazation
was an insult to a
woman’s status in society;
75 percent felt joint taxa-
tion was directly respons-
ible for some couples deci-
ding to live together and
not get married.

Only nine percent felt
women should not work
because they took jobs
away from men, while 17
percent felt married
women should stay at
home per se.

The large majority of
respondents felt the com-
bination of marriage and
working women was not
only possible but accep-
table.

Most believed joint taxa-
tion had a detrimental
effect on the economy by
dissuading highly trained
women from entering the
work force and it was an
insult to women’s status.
Both men and women said
the woman should have
the same rights and du-
ties as a man and should

State condemned for
ignoring ‘moral’

1ssue

PRIME MINISTER
BOTHA — Will he agree?

Mrg van der Spuy be-
leves the use of market
research might be a key
to a favourable Govern-
ment decision.

“The Government tends
to think petitions are
emotional, But we have
drawn their attention to a
moral issue with a scien-
tifie study and such stu-
dies cannot be refuted.”

She is “very gratified
that the Prime Minister
agreed to see Uus, as
women’s issues are almost
invariably ignored because
of the pressures to re-
adjust racial issues.”

With other members of
Action °75 Aksie, Gwen
Pirie, Jean Corbett and
Joan Paul, all business
women, she handed over a
copy of the Markinor Sur-
vey on Joint Taxation and
Marriage to the Prime
Minister today. One will
be sent to each b

today

be a legal major with
regard to tax.

A high proportion of:
men and women, English-
and Afrikaans-speaking,
agreed that joint taxation
led to a loosening of mor-
als, with people living
together rather than get-
ting married.

“Even young people
realise that getting mar-
ried in this society is an
expensive pleasure and a
privilege,” the survey
states.

Only seven percent of
the total sample rejected
marriage and denied its
value. Eight-four percent
of women and 76 percent
of men, 92 percent of
Afrikaans-speaking and 68
percent of English-
speaking respondents felt
marriage was of great val-
ue to individuals, to the
family and to society as &
whole. :

Comments
received such as:

@® Marriage gives per-
manence and security, is a
stabiliser for mankind.

© Marriage makes a
person more mature, more
responsible and a better
person.

@© Marriage is essen-
tial for bringing up child-
ren.

® Marriage is a Chris-
tian institution and is im-
portant from a Christian
point of view.

® Marriage is a tradi-
tion, the social norm, and
benefits society as a
whole. .

The values of marriage,
says the survey, are clear
ly recognised and fully
accepted by the very large
majority of South Afri-
cans.

The major reason given
by 67 percent of respon-
dents for saying the
Government and its laws
actively discourage mar-
riage related to tax prob-
lems, They cited people
living together to avoid
high taxation, young
people having no Incen-
tive to marry because
joint tax would make a
big difference to their
earnings, and those in
high income groups suf-
fering most.

“DISCOURAGED”

On the economic aspect,
both men and women felt
that qualified women who
would earn a good salary
were discouraged from’
working by joint taxation.
They rejected any sugges-
tion that women might
take away good jobs from
men, saying it was especi-
ally ludicrous in view of
the present shortage of
skilled labour.

The survey states that
when people were ques-
tioned, first on their feel-
ings and opinions concern-
ing marriage, no mention
was made of taxation.
Joint taxation and its ef-
fects on marriage and
morals was first raised in
almost all instances by
those questioned, showing
the topicality and concern
with regard to the tax
system,

Copies of the Markinor
survey are being sent to
2ll members of the Cab-
inet and handed personal-
ly to Prime Minister Bo-
tha. The survey was com-
missioned by Cosmos As-

were

and fi d by /
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taxation for
couples ‘on

By Molly Harding
.The Prime Minister, Mr
P W Botha, has agreed to
consider separate taxation
for marrjed couples.

After listening to a sub-
mission yesterday in Pre-

_toria from Adele van der
Spuy and three other mem-
bers of Action '75 Aksie, a
women'’s action group, Mr
Botha said the Government
had already accepted it in
prineiple. :

“We feel sure that sep-
‘arate taxation will be a
fact next year,” Mrs.van
der Spuy said.,

Action '75 asked the Gov-
ernment, through Mr
Botha, to allow women to
retain .their separate-taxa-
tion status when they
marry. They backed up
their request by giving the
Prime Minister a copy of a
Markinor survey on joint
taxation and marriage.

lighted with his response.
FEEDBACK

“Qur reception was ex-
ceptional,” Mrs van der
Spuy said. “We've opened
the dogr now for women's
issues to be considered. -

“Mr Botha ftreated us
seriously and with respect
and promised to give us 2
personal feedback and an-
other personal interview

what we' asked and the re-
port we gave him.”

The women were de:

after he has considered

When Mr Botha asked

the cards’

fipe for separate taxation,
they replied with a

ungninous “Yes!”, . Mrs

van der Spuy said.

..“L referred him' to-lead- '

ing Afrikaners today who
constantly ask why women
are not coming forward
to take part in today’s,is-
sues. And I told him we
don’t come forward be-
cause of our lack of
status.”

'STATUS

The Prime Minister
drew the women’s atten-
tior. to the fact that even
before -he was the coun-
try’s. leader, he was con-
cerned with promoting
women,” In the Defence
Force he :aw to it that
men and women were

‘treated equally on merit,

he said.
“We told him that if

women get better status,

they will co-ordinate soci-
ety and unite the country,”
said Mrs van der Spuy.
Mr Botha disagreed with
the women’s view that
they should be represent-
ed as a group in the -new

conctitution, saying he -

felt women should be ad-
vanced only on merit.

“He  also said women
don’t promote themselves
enough in government,
and said this year’s tax
concessions favoured mar-
ried couples.”

With Mrs van der Spuy

were Gwen Pirig, Jean

Corbett and Joan Paul, all

the women if-the time was

N i

businesswomen.
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SA boom? -

By GERALD REILLY
THE tempo of South Africa’s
economic bodm as reflected in
the General Sales Tax collec-
tions is escalating,

The Secretary for Inland
Revenue, Mr Mickey van der
Walt, said there was no better
indicator of the health and vig-
our of the economy than the
rising collection figures.

To attain this financial year’s
target of R1 550000, monthly
collections will have to average
R129-million. This, according to
Mr Van der Walt, is infinitely
possible.

Some economists helieve that
total collections for the finan-
cial year could come close to
equalling ' the estimated rev-
enue from individual income
tax, which is R1 805 000.

Although expenditure pat-

terns were difficult to forecast,
Mr Van der Walt said, spending
during the second half of the
year, which would include the
Christmas spree, and consumer
spending would be swollen by
the R900-million in tax conces-
sions, which started from the
beginning of this month.

The target figure of
R1550 000 is 26% higher than
last year’s actual collections of
R1 250 000.

Mr Van der Walt said the
increased spending tempo was
reflected from July last year

. when monthly collections began

consistently to exceed RI100-
million. Another statistic point-
ing to the economy's escalating
momentum is the huge R6I-
million increase in GST collec-
tions during April and May.
During the two months, the

—fust

an

Treasury reaped R#0-million i
from the taxpayer - 34% more
than collections for the same
two months in 1979.

Barclays Bank’s chief econo-
mist; Dr Johan Cloete, said re-
tail sales in money terms had
increased by about 22%,

He warned, however, that
spending could not continue to
increase indefinitely. The big
returns from GST indicated the
larger volume of spending, and
the escalating prices of goods.

Many consumers were spend-
ing money fast i an effort to
beat inflation. However, a point
would be reached when supply
difficulties would be encoun-
tered, “‘and it is then that infla-
tion could get out of hand.”

Dr Cloete sees this as “a
distinet possibility’” in the first
quarter of next year.




! Pretoria Bureau -
TAXPAYERS will get their fat
Government “‘rises” .in their
salary cheques at the end of
this month. ‘

" Hundreds ‘of * thousands ‘of
‘workers: will: benefit by a total
of nearly R800-miliion ffom
this. year’s Budget ax-and lodn

] ut'the ¢
e cash ayailable for retdi
reate a demar

P Ihe, Afrikganse, Handelsinsti
tuiat reckonsthat industry is at
:present working at nearly’ full

relauye_l
still available is likely
ken up in the'iew wave
ending. -~ . "
"“The AHI warned that unless
eveiyone — individuals® and
Government included — . spent
less and saved-more, *‘we:can-
not hope tp win-the vital strug-
gle against*inflation”. .

. The - AHFs’ ‘chief économist,
DrPJD Viljoen, said the tax
congessions! vould bring the
uJ o demand

Afid ‘he Bélibyes theré has
been extra consumer -spending
in anticipation of the higger

take:home pay due at the end

of the;month.

. The-president of the’Associ-
ation; of: ‘Chambers of- Com-

7 merce, Mr Bob Goodwin, said
the additional spending power’
would be inflationary. - K
Economists were .already
warning of demand-pull
inflation.
And motor dealers were
complaining of stock shortages.
“We have seen some of the
more unfortunate results of our
high and ever-increasing infla-
tion rate’ — ridiculously high
building costs, .prices rising
beyond the reach of most peo-
ple and clothing and food prices
‘becoming prohibitive — all
leading to salary.and wage
inarease: demands. to:keep-pace.
with the soaring price levels.”
These were some of the con- |
, iséqiiences of a vieious eycle of!
inflation. . T .
1t was’ vital tha éveryorie,’|
including the Governiment,
made a greater effort to find
some effective strategy, to'halt”
the accelerating increase in

¥Here are some €xamp
reductions ‘in’ Payé . deductions
you-car expéct at the end of the
miopth:” LR
he deduction for a matried
pérson earning R800 a..month
will be R48,63 compared with
R88,48 in the previousitax year..
Single, earning R800 a month,
the deduetion will be.R61,30
(R125,34). v . .
Married, earning R1000 —
R79,64 (R138;52);" unmarried
R96,53 (R189,88)) " - . .
'Married, earning  R1200 —
R119,33 (R201,36); “unmarried
R140,49 (R213,31). ... "2, "
Married, earning R1 600 —
R215,30 (R368,99); unmartied
R257,43 (R470,58).
_ Maried, earning R2 000 —
R329,30 (R529,90); unmarried
R303,37 (RI0L7T), .

v v
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INCOME TAX ) Y
{ M 2517 B0
What yo ill pay’
The new tax tables — reflecting the 1980 budget concessions — are now in force.
The excerpts set out below indicate the monthly deductions for the major classes of taxpayers.
Note: widows and widowers are classified as married.
Anyone over sixty, or with more than three dependants (if married) or more than two
dependants (if unmarried) should consult the full tables. So too should married women and part-
time employees.
In the case of annual income exceeding R40000, for married taxpayers, or R28 000, for
unmarried taxpayers, add 50% of the income in excess of these amounts to the deductions shown in
the last line. )
A comparison of the new scale of deductions with the old scale (not shown for reasons of space)
will indicate to the individual taxpayer how he scored from the 1980 budget.
ANOUNT TO BE DEDUCTED MONTHLY
Married Unmarried
Monthly Annual D :d D
remuneration equivalent o 1 2 3 4 0 1 2
R R R R R R R R R
701-705 8436 36,67 28,28 19,65 11,11 2,36 47,74 38,19 28,28
751-755 9035 42,53 34,42 26,08 18,05 9,44 54,22 45,04 35,49
801-805 9 635 49,31 41,69 33,54 25,85 17,81 62,04 53,08 43,95
851-855 10 235 56,34 48,56 41,29 33,90 26,14 70,08 61,54 52,60
901-905 10 835 63,95 56,82 49,48 42,57 35,11 78,74 70,71 62,14
951-955 11 435 72,15 65,49 58,35 51,76 44,88 88,18 80,48 72,48
1001-1 005 12 035 80,565 74,08 87,47 61,19 54,57 97,49 90,41 82,78
1051-1 055 12 635 89,96 83,80 77.41 71,70 65,39 107,92 101,36 94,29
11011105 13 235 99,48 93,81 87,66 82,22 76,44 118,76 112,50 106,02
1151-1 155 13 835 109,60 104,14 98,50 53,37 87,90 129,89 124,28 118,09
1201-1 205 14435 120,45 115,31 109,88 105,28 100,13 141,70 136,565 130,97
1251-1 255 15 035 131,30 128,60 121,45 117,16 112,53 153,75 148,89 143,84
1.301-1 305 15 635 143,20 138,81 134,15 130,13 125,80 167,77 162,56 157,84
1351-1 355 16 235 155,08 151,17 146,84 143,39 139,37 182,18 176,25 172,13
1401-1 405 16 835 167,22 163,53 160,02 156,99 153,51 197:14 190,39 186,79
1451-1 455 17 435 179,16 176,00 172,78 170,22 167,15 212,11 204,23 200,87
1501-1 505 18 035 191,18 188,02 184,87 183,10 180,54 227,12 218,15 214,79
1551-1 555 18 635 203,97 201,41 198,26 196,56 194,75 243,02 233,20 230,36
1601-1 605 19 235 216,55 214,14 211,85 209,95 208,25 259,04 248,07 245,45
1661-1 655 19 835 229,16 226,71 224,26 223,34 221,68 274,95 262,78 260,17
1701-1 705 20 435 242,92 240,33 237,93 237,09 236,12 291,45 278,18 276,17
1751-1 755 21035 257,18 253,71 251,95 251,95 250,32 308,20 203,70 292,00
1 801-1 805 21 635 271,45 266,92 265,22 265,14 264,34 - 324,90 310,40 307,42
1.851-1 855 22 235 285,97 280,69 279,03 279,06 278,93 341,95 327,45 323,45
1.901-1 905 22835 300,94 294,73 293,69 293,72 293,78 359,75 345,25 340,21
1 951-1 955 23 435 315,90 308,56 307,62 308,41 308,44 377,43 362,93 356,51
2001-2 005 24 035 330,91 322,52 321,58 322,47 323,18 395,20 380,70 372,93
2 051-2 056 24 635 346,57 337,21 336,87 337,80 338,69 414,70 400,20 391,07
2101-2105 25 235 " 362,23 351,68 351,49 353,08 353,97 434,07 419,57 409,06
2151-2 155 25 835 377,89 366,15 365,96 367,75 369,30 453,57 439,07 427,21
2 201-2 205 26 435 394,08 382,00 381,48 383,27 385,06 474,24 459,74 446,52
2 251-2 256 27 035 410,48 398,40 396,76 399,19 400,98 495,42 480,92 466,42
2 301-2 305 27 635 426,84 414,76 411,86 414,51 416,90 516,61 502,11 487,61
2 351-2 355 28 235 443,51 431,43 427,57 430,18 432,84 538,46 538,46 538,46
2 401-2 405 28 835 460,57 448,49 443,50 446,77 449,39 561,10 561,10 561,10
2 501-2 505 30 035 494,84 482,76 475,05 478,57 482,09 606,38 606,38 606,38
26512 555 30 635 513,13 501,05 492,05 495,76 499,27 629,01 629,01 629,01
2 601-2 605 31235 531,42 519,33 508,99 612,77 516,49 651,65 651,65 651,65
2 651-2 655 31 835 549,71 537,62 525,93 529,71 533,52 674,29 674,29 674,29
2 701-2 705 32 435 569,04 556,96 544,88 547,70 551,47 696,93 696,93 696,93
2751-2 755 33 035 588,78 576,70 564,62 566,05 569,86 719,56 719,56 719,56
2 801-2 805 33 635 608,52 596,44 584,35 584,43 588,25 742,20 742,20 742,20
2 851-2 855 34 235 628,54 616,46 604,37 603,10 606,88 764,84 764,84. 764,84
2901-2 905 34 835 649,00 636,92 624,84 622,22 626,00 787,48 787,48 787,48
2 951-2 955 35 435 669,47 667,38 645,30 641,29 645,11 810,11 810,11 810,11
3 001-3 005 36 035 689,97 677,89 665,80 660,45 664,22 832,75 832,75 832,75
3051-3 055 36 635 711,16 699,07 686,99 680,28 684,06 855,39 865,39 855,39
3101-3 105 37 235 732,35 720,26 708,18 700,08 703,90 878,03 878,03 878,03
3161-3 155 37835 753,53 741,45 729,37 719,92 723,74 900,66 900,66 900,66
3201-3 205 38435 775,26 763,16 751,08 740,28 744,06 923,30 923,30 923,30
3 261-3 255 39035 797,16 785,08 772,99 760,91 764,63 945,94 945,94 945,94
3 296-3 300 39575 816,87 804,79 792,70 780,62 83,11 966,30 966,30 966,30
Note: For further information the full tax tables must be consulted.




THE annual winter sales
have coincided with tax
reductions and Cape Town
is on a spending spree.

Supermarkets, stores,
furniture shops and many
other businesses have re-
ported a considerable up-
swing in sales over the
past month.

‘It started a few weeks
az0 when the weekly paid
pecple received their
wages. There is definitely
a lot more money around,
said Mr J Barry, general
manager of Pick 'n Pay.
‘And it seems that peopie
have been going for the

MR M TOPOROWSKI

‘Remove sales tax on
food and clothing —
that would be a help.*

Tax ﬂm_mm.%nu.._ and

larger,
items.’
Mr L R Clench, regional
general manager of Check-
ers, said there had beed a
tremendeous increase in
sales since last Thursday,
Both stores had taken

more expensive

the precaution of bringing

‘gional manager of ©

MISS A V.
Abeele . . .

in extra stock.
Mr S J Rosenberg, Hmm.
said July had
_great _month and

Y e E2

Bazaars,
been a
RS

N DEN
had a ‘nice

pPay cheque this

‘month’.

‘big-ticket’ items suel as
furniture and electrical
appliances had sold well.

Dick’s Stores’ turnover
for July rose by 15
Dercent and directer Mr G
Dick said he expected the
figures to be higher for
“August. .

However, Mr Hugh
Mathew, managing direc-
tor of the Foschini Group,
said: ‘We have yet 1o feel

MR M S CLOETE, a
civil servant. He is en-
joying a double bene-
fit.

2/ 7.[30

the full influence of the
H.mm:azo:. but everybody
is doing well and cus-
tomer demand has in-
cpéased on the whole.”

Several _ people inter-
<Mm<~mm\u~mmﬂmau@. _ said
they were reluctant to
spend more than usual.
But in spite of this most
were enthusiastic about
the tax reduction,

MR A SAMUELS did
not notice much dif-
ference in his pay.

VAT

‘After all”it makes
things a little bit better
for us,” said Mr E Bailey.

Mr A Samuels, a head
waiter, and Mrs A Hefer,
a secretary, said they had
not noticed much dif-
ference in -their cheques
this month.

But Mr M S Cloete ,a
civil servant, was deligh-
ted with his double bene-

50 02

MR N McKAY . ..

a
good ‘thing, but is it
not perhaps en-

couraging inflation?

city goes't

%

silary increase
and the tax reduction.

‘I am building 'a house
at the moment so all my

fit — a

money will be
(it he said,

A pensioner, Mr N
McKay, said that although
the tax reduction was a
good thing, he felt it
would encourage inflation.

Mr M Toporowski said
the reduction seemed to

going intg

MRS A HEFER, se

tary, says it has not

affected her very
much.

benefit many who did nat
‘really need it. B
‘The removal -of sales
tax on food ang clothing
would he a far greater
help” :
However, most firms
‘agreed that the financial
situation was improving,
and if city people ‘conti~
nued to spend as much as
they did in July, Cape-
Town could be in for a
mini-boom. o

MR E BAILEY: It has
‘made things a little bit
better for us.”




By Jean Moon

Pay clerks may have been
greeted with wide smiles
from many employees who
received generous tax cuts
this month, but scowls
remained on the faces of
married women.

White, Asfatie and
coloured women are still
severely penalised for
being married.

The large discrepancy
between the monthly tax
of a married woman and
her single colleague earn-
ing the same salary is
illustrated as follows:

Monthly

Salary Single tax
(R) (R)

551— 555 31,83

701— 705 47,74

1001—1 005 97.49

“Apart from fhis higher
monthly deduction, at the
end of the year the hus
band’s and wife’s salaries
are combined, and addi-
tional tax is levied. This
amount is calculated as if
it were only one person
earning the total amount,
and takes little account
(only R1200 a year) for
the additional expenses of
working such as transport,
clothes and child care
which becomes necessary
when a wife works.

At a time when skilled
manpower shortages are

causing great concern and
threatening to signific.
antly slow down the eco-
nomic growth in South
Africa, the present tax
system is totally counter-
productive.

Adele van der Spuy, a
wellknown fighter for
women’s causes recently
headed a group Action '75
Aksie, which succeeded in
making representation
directly to the Prime Mi-
nister after five fruitless

Married Percentage
woman'stax  difference
(R)
73,28 133
104,78 118
167,78 72

years of Iobbying the Mi.
nister of Finance on the
Question of married
women’s taxation. ,

Following the meeting,
Mrs van der Spuy has
high hopes that the situa.
tion will change in the
very near future.’

CosT

But at a recent Press
conference, Minister of Fi-
nance Owen Horwood of-
fered little hope towards
a change. He indicated
that the cost would be too
great.

The Commissioner for

Inland Revenue, Mr W J
H van der Walt, put the

cost at R198m, but in 1675
Senator Horwood put it at
R30m. Therefore, if de-
layed miich Ionger the
figure will rise substan-
tially.

It emerged in a recent
enquiry by The Star that
the staffing problem of
the implementation of ge-
parate taxation was more
serious than the cost. Per-
haps Mr van der Walt has
not yet thought of em-
bloying married women to
do the job,

SURVEY

The cost of educating a
woman is the same as for
educating a man. The basis
for a capitalist society is
to place your money
where you get the best
return _on your invest-
ment. But South Africa is
not getting a return on
the money spent on
women’s education,

In 1974, research con.
sultant Dr Dina Wessels
conducted a survey on
incentives to get married
women back to work, This
report was tabled in Par-
liament in 1976. But her
later report, undertaken
for the Human Sciences
Research Council on
women’s taxation was
never released. If
married women were
needed in the job force
then, surely the need is
even greater now.

Richard Wiener, consul-

tant at Colin Katz and
Associates, said while
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Even before taxation
market. The graph,

is levied, the woman
which appeared in Dr E

TO STANDARD 7"

generally comes off the worst in the Job
G Malherbe’s work “Ed ucation in

South Africa” (part IV vol 2) published in 1977, iHustrates the u nequality of

South Africa’s tax sytem
tends to discourage
women from working, in-
dustry has become a beg-
gar that cannot be a
chooser.

CEILING

While a single woman
pays the same amount of
tax as a single man, and
tax tables allow for earn-
ings of R3 300 for married
and single men and single
women, the tax table for
married women only gives
a ceiling of R1355 a
month.

Most companies still pay
women less than men. In
“Education in South
Africa” by Dr E G Mal-
herbe, published in 1977,
it was pointed out that
women with a bachelor’s
degree earn less than a
white man with education
up to Standard 7.

“To pay women less
than men is not a busi-

women'’s pay.

ness proposition,” said
Mrs van der Spuy, “and
then not to allow them
the fringe benefits and
furthermore to take the
Cream away in taxation is
counter-productive,”

She is amazed that un-
der the circumstances
there are so many mar-
ried women willing to
work “but of course we
are working because we
have to.”

HOLLOW

“The purpose of the
vote is to get representa.
tion, and if the founda. _
tion of Government is the
spending  of taxpayers’
money, then the vote i5 a
completely hollow thing
to gi ve without being
given tax paying status,”
said Mrs van der Spuy.
“They might as well take
the vote back.” -

Prime Minister P W
Botha can be considered a

* partments

pioneer in the move to
bring male and female .
pPay scales in line. He
recently incorporated this'~
policy for the Defence’
Force. “We are relying oni-
him to see that this trend’
goes right through the"
Spectrum,” said Mrs van
der Spuy. -

But Mr S P Botha,
Minister of Manpower Uti. ,
lisation, said at both the
1978 and the 1979 Nation.
al Party congresses that
in most cases women get
the same pay as men —_—
except in certain excep.

tions where physical
strength is needed, But .
many women in the'

public sector would gisa-
gree with this, as many .
Jobs in Government gde. |
are reserved |
for men, even if a woman :
has to teach a man the
job in the first place
before he can become her
“boss.”
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SOWETQ

So near. . .

The residents of Soweto — and, indeed,
those of the other major urban townships
— have in recent years won a very pro-
found political victory. It is that govern-
ment has acknowledged their right to live,
work and lease property in what is, to all
infents and purposes, their homeland.

This, in turn, has paved the way for
cach of these townships to become more
tinaneially self-sufficient and less depen-
dent on the white central government.

Not only should their citizens gain, in
consequence, in dignity and self-reliance,
but they should he able to have a much
more significant sav in their own and
their children's future material well-be-
ing. Unhappily, that is not yet happening
in the most important township, Soweto,
and others - although not in all.

There may be understandable reasons’

why these uppertunities are beirg passed.

For instance, they claim their “rev-
enues from sales fax, licences of atl kinds,
meome fax, the gold bonus cte should
maintain us.” Moreover, Counciilor J Ma-
jola 1s quoted in Post (June 28) as saving:
e don't say we do not want o pay for
water, sewerage, refuse and elecetrieity.
What we, are saving is that we want to
have the leasehold right which will oifset
the frequent rent increases.”

The tact of the matter is that Greater
Soweto this year faces a R30m budget
deficit tof which unnualised electricity
losses are Rim, water losses R6.5m and
sewerage R4.5my which would he covered
if the average tamily in the townships had
its “'rent” increased from an average K15
o month 1o K45

But the Soweto Community Council is
not asking for that — at least not yet.
Instead, “rents’ are being increased to

ing self-sufficiency

Wesz Rand’s Knoetze . . .

Ignorance is cqe. (Poor communications
another. And the scars of years of Bantu
Administration may make any form of co-
operation -with the authorities repugnant
to other *ownship citizens.

But the fact remains that elforts fo
encovrage a greater degree of financial
self sufticiency are not yet falling on ter-

tile ground — ,as the repetitive hue and  present his case each month to obtain the the

cry of increased ‘‘rents” in Soweto
‘exemplifies.

No one doubts that this is a highly
sensitive political matter. The Soweto Civ-
e Association and the Azanian Peoples

Organisation have already urged their

- members to ignore the modest increases

that took effect last Friday. But theirs and
other responses have not been altogether
rational.

cover R11.25m of the R15m aimed at lor
1980781, which on this year represents a
70'.. increase. This is half the R30m need-
ed to meet the deficit on current running
costs. Moreover, it is being increased on a
monthly differentiated basis, which means
that if an occupier cannot payv the in-
crease, he can be Txempted. But he has to

exemption.

There are some other points that need
clarification. The term ' rent 1s a musho-
mer. What is being discussed is an in-
crease in charges for essential services
for they constitute the bulk of the rents.
‘That is the townships' basic income. Al-
though turnover from other trading activi-
ties (including the sale 6t beer) is about
Rstm, the net profit acermng to Soweto

is only about RIm.

i makes no ditference whether that
income 1s levied in the form of rates on
leaschold (op? freehold) property or as a
service charge. As the cost of providing
the services rises, so will the rates or the
charges.

The next question is whether Soweto
resulents can afford to pay these in-
creases. That 1s much less clear, especial-
Iv as the average income ot the breadwin-
ner is close 1o the Poverty Datum Line or
its equivalent, ’

On ffie other hand. black wages general-
Iy have risen over the past tive years
much faster than service charges. And,
according to WRAB officials. the level of
charges before V'riday’s icrease was less
than 7% of the average breadwinner’'s
income, which js R3000 a year (R250 a
monthy. Even if rents were at Rd5 a
month. they would comsume only 18'¢ of
the average hreadwinner's earnings and
16+ of average lanmily mcome.

Fast wages rise -

Those average ligares suggest that
there are a substantial nuimber of Sowe-
tans who can alford to pav a percentage ot
their income closer to the 27 generally

~aceepted as the norm for housing. And.
?i'\ndowl. as the increases are being Jevied
on a ditferentiated basis,

L able o make up any shorttall ereated by

they should he

the very paor who are able to obtim
exemption.

The atihity of many Sowetans o pay
more is horne out, too, byvoan Urban

loundation survey which takes the range
ot income mto aceount. It found that about
700, of residents were paving hetween 7
and 24 of their meome under the old
rents.

Morvaver. in the Vaal Triangle town-
ship. ciizens who are on average less well
off are paying about 18« of their average
imeomes in rents or service charges,
which enables them to {inance the running
cost, Whereas in other developing coun-
tries, up to 40 of average income is
spent on housing and, moreover. 1t 1s done
willingly.

Indeed. the new WRAB chief. John
Knoetze. who pionecred scli-sutficiency in
Vaal Triangle, believes that 75« of the
residents of Soweto and other townships in
the West Rand and last Rand, in Pretoria
and Port Elizabeth should be capable of
providing 75 of their township's operat-
ing revenues. Thix estimate éxcludes the
cost of capital works on essential ser-
vices, which like the operating revenue
shortfall should come from government.

Ut eours as Conerce atd wdustry s
encouraged mnto the townships, rateable

[
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income will rise and the revenue charges
paid by occuprers should, as a result,
merease less rapidly, But that s some
way ofl. It won't help to pay this vear's
bills.

Perhaps the most burning question,
however, is  whether township citizens
stould be expected to contribute more
lowards their own selt-sufficiency in the
provision of services.

Une argument against it is that after so
many years of deprivation, government
should m recompense meet the bulk of the
revenue charges in the form of subsidies.

Another argument sceks to justify a
large subsidy for this purpose on the
grounds that township residents, whatever
therr incomes might be, have no choice in
law but to hive m and sutfer the depriva-
tions ol the townships, so long neglected
by a governnient loath to acknowledge
their very cxistence,

There is a fear, too that the more
selt-suftieient the townships hecome, the
fess of total national resources govern-
ment will be prepared to devote to their
uplifting. This will be assuaged. only hy
turther political reform,

It would be churlish not to concede that
there is an element of equity in these
arguments, given the legal restraints on
blacks™ freedom of movement, employ-
ment and occupation. But the case for
scli-sufficiency is also compelling.

Take. for example. the middle class or
wealthy Sowetan who claims the right to a

—_—
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subsidy  because he would not live in
Soweto oul of choice, What, in clfect, he iy
doing is penalising his own poorer people
and helping to exacerbate an already seri-
ous black housing problem.

By foreing goverminent to pay a larger
subsidy Lo cover township service costs.
he is inhibiting forward planning and thus
detracting from the housing  standards
that his offspring could otherwise hope to
enjoy.

The chances are, too, that by insisting
on enjoving subsidies as recompense for
living in a townshlip, he runs the risk of
depriving “the really imfigent township
dweller. as well as black homeland citi-
zens, of a greater share of the outlays of
the Department of Co-operation and De-
velopment -~ and they unquestionably
need the money, more than township
residents,

Difficult to adjust
e must remember, also, that the larg-
er (he subswdy he enjoys and the longer he

Ldoes so, the more ditficult will (e inevita-

ble pracess be of having to adjust in time
Lo paying amounts reflecting the real cost
of services. That process he may delay,
hut he'will never escape it altogether. He
has only 4o look at what is happening to
poorer whites now that rent control is
being phased out. -

Finally, there should be the pride and
satistaction that increased self-sutficiency
in townships finance is likely to bring to

its citizens, and the rising degree to which
it should tead to autonomy in township
atfaws.

Township residents should never furget
that he who pays the piper inevitably calls
the tune. The faster they can reduce their
tinancial dependence on government, the
sooner will self-determination within the
township become a reality.

The FM beligves that the sooner town-
ship resident§ — especially the more
wealthy among them — realise this, the
greater are the chances of the victory to
which we referred earlier becoming less
oi a Pyrrhic one. But it requires increased
financing from government, too. Only then
will the question of township self-suffi-
ciency be seen in economic rather than
political perspective. .

Of caurse, for the townships to be sclf-
sullicient in the provision of the running
costs of services cannot be an overall
solution to the financing of these dormi-
tory towns, particularly so far as the
provision of capital works is concerned.
Fhat must come {rom government. But it
is an advance, even if it means
compromising, .

Nor in advocating self-sufficiency does
the "M endorse the continued existence
of these unfortunate arcas. IFar better to
integrate them within a new greater Jo-
hannesburg authority and let blacks live
where they choose according to their
nieans.
® See also P497. N
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BLACK FREEHOLD

Pretoria

Government may be about to announce a
tundamental policy shift by granting tull
treehold rights to blacks in the common
area.

This is in response to clear leads by the
Browne Committee (on local authority
finance) and Soweto planner Louis Rive
and it is hoped that such a move will have
a multiplier effect, with more stable resi-

_dential conditions in urban areas bringing

more settled conditions on the labour
front.

The Browne Committee urged govern-
ment to commit itself to freehold property
rights for hlacks to provide a stable vet
tlexsble tax hase for autonomous local
authorities. The committee said that un-
less a system could be devised whereby
property taxes could provide at least half
total projected current revenue ol black
local authorities (R230m out of RéMm in
financial 1989-90) severe strains would de-
velop in their finances.

It would mean that local authorities
would have to continue to rely increasing-
ly on liquor operations and -sharply in-
creased levies on employees of black
labour. .

Employer levies

Assuming that government follows
through its apparent intention to hand
over township liquor business, including
the production of sorghum beer, to local
free enterprise, emplover levy contribu-
tions would have to be increased to
R201.8m in financial 1989-90, or R52 per
worker.

In terms of the existing system of site
rentals, the Browne Committee calculated
that local authorities would be hard
pressed to raise more than R37.2im from
this source in 1989-90. This is equal to
about 7% of projected current revenue in
that year. To raiserrents to more econom-
ic levels would be politically difficult.

The Browne Committce says a freehold
property system provides a sound, conve-
nient and effective hasis for tax revenue
and urges that it be developed as soon as
possible to reduce the excessive reliance
on employer levy contributions which, the
committee says, is an unnecessary cost
inflator in the production sector.

It adds that it would be unreasonable to
expect township dwellers to develop a
sense of civic pride or a sense of involve-
nent in local authority politics if resi-
dents are denied a vested interest through
property ownership.

Without granting frechold rights and
introducing  while-type municipal rates
and taxes in the towns and cities, black

nks again

local authorities will continue to have to -
rely on liquor profits to keep going —

about R32m in 1990 on a 127 retail mark-

up, provided local authorities are relieved

of the impost whereby 20¢ of liquor

profits hgve to be paid {o the Department

of Co-operation and Development as a

transport subsidy to commuters between

the non-independent homelands and the

common area.

As a further step to hasten the financial
self-reliance of black local authorities, the
Browne Committee suggests they be re-
lieved of their responsibility to operate
agency services on behall of government.
This includes work done on hehalf of the
SA Development Trust, interest and re-
demptions on loans in respect of schools,

Gerald Browne . . . advocating
freehold rights for blacks

labour bureaus, aid centres and inspection
services and administration costs in con- -
nection with these services.

In financial 1977-78, the burden amount-
ed to R52.5m {or community councils and
administration boards. The committee
recommends that these duties be taken
over by the Department of Co-operation
and Development. According to the com-
mittee. these services were run at a loss
of R41,5m in 1977-78.
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Consumers e

are oppﬂsed

By -Maud Motanyane

- Fair Deal Reporter
Consumer  organisations
are opposed to an
increase in general sales
tax but local authorities
are- appealing to' the
Government for an
increase of 0,5 percent.

Mr J F Oberhiolzer,
chairman of the Johannes-
burg City Council ma-
nagement committee, said
the United Mumclpal Exe-
cutive. had presented. a
proposal to ‘the Browne
Committee that rates on
domestic property - should
be serapped and replaced
"By that increase.

‘He said the executive
saw the propusal which

‘he"first made in Novem-

" ber last year, as a viable
source of additional  in-
‘comie for local authorities
badly needmg revenue.

GST" income this year is
éxpected to ‘be

" RL500-million . and local
authotmes are asking for
one¢ percent of it. :

Last -week the. Deputy

- Minister of Finance, Mr P

T Cdu Plessis, reJected a

. National Party’ congress in

Durban that GST bé
increased. He said thé
Government wanted  to
keep it as'low as possible,

“1 agree with the Minis-
ter fully. GST should not
be increased uniess the
poor can benefit directly
from the increase,” said
Mr Koos du Plessw, public
relations officer for the
Consumer Council,

He said an increasé

would mostly affect’

people in the lower in-
come group who spent a
large percentage of their
income on food - 36
percent as agamst the
higher group’s shghtly
more than 20 percen

“I don’t see why]
people from -Soweto

should provide revenue .|

for Johannesburg

re,
-sidents,” -said Mrs Joy

Hurwitz, president .of the
Housewives* League.

Most of © Soweto’s re-
sidents buy from .central
Johannesburg but would

not benefit from GST col-

lected there, she added.

What the, Housewives'

League wouId xke to’.see
GST

on hasic 1tems




INCOME TAX (32 FI aglsleo
Capital gains again

Joep de Toor, Finance Direetor-General
and charrman of the Standing (‘oranssion
on Taxation, raised the spectre of the
capital gainx tax (CGTY during a leeture
on tax reform fo stwtents ol the Stelien-
bosch Graduate School of Business

In calling for “a thorough and honest
public debate on the issue.” De Loor
conceded it was Chighly emational.” In
principle. though. he satd there could bhe
no reason why income (net of losses
generated hy i person’s captil and enter-
¢ should not he taxed

“Ower the vears, however, captial gains
have developed a kind of sanefity, hosed
an the theory that such gains are reinvest-
od as a rule and that a freead impost would
inhibit investment.” argaed Do Loty
~Bul cannot the same be sad ol earned
income, the diseretionary portion of which
is atfected by faxation?

De Laor conceded that a CGTL it intre-
dueed, woukd have o fake mfo account (he
cxtent to which nominal gains weve ren
dered illusory by inflation. The need fo

-~ MARRIED WOMEN — NO CHANGE

hetd out Jittle hope for the separate taxation of married
e abjections against joint taxation of hushand and wife

i De Loor, in his address
. women. Although many of t
i had been removed i the past
§ o maximum marginal rate and by
¢ scparate taxation was
the Receiver.

L

4 But. said De Loor, as 1ax liahility thresholds are
{ phased mto the same ax svstem ax whites on an equal hasis 1{o happen next vear),
Yor further mevement will nerease.” 4
: What this ervptic phrose could mean must be a matter for speculation. Coutd it’ﬁ'
an anfention to raise the tax-free allowance tor married women (eurrently ?
form af coneession”

¢ the seope

L signily
}] R1 2000 or coukd 1t hint at some other

oo vears -
raising commeneenent veilings
Jimited heeause of Sjusarmatiatable logi

Jeave Tumds available for reinvestment
would aleo have to be considered.

He acknmeledged the existence of argu-
ments that o CGT would retard growth in
oyonng country like SA and that, where 1t
fae heen miradueed abroad it has ed o
Al knds ol malprictice and even hastened
the thght ol eaptt 7 Bat the arguments
apamet the fas shoulit nef necessariy har
it trom further Fosearel T, the mter-
esls of vetorm, wonld resuit 3noa
raader diethatnn of e L burden.”

The hints confamed in fhs ddress cer-
fatnty eapey an oot tendeney. 1 they
cventualhe materialise in dratt legisiation
for o CGTL they will Jearl o a tussle
hefween government and the private sece-
far cven more act HNOUS H\.II] Il\.’l‘ OV
{ringe benetits

One pomt should not he vertooked: (he
dividing hne hetween capital and inconiey

cunder cnrrent e law s toan extent,
arprtrary amd capricions, Tnoany future
dobate over CGT the prvate seetor

Chould nake every etfort o achieve o
sytonatie and, objeetive way ot
defermunmg whether gamson shares or
property are copital or mesme. There
Jhenld At be aomajor etortin soeure the
quid pro it of Tnwer fop niavgnal income
Lax rates

But 1t s diffiendt o resist the funda-
yental conchison that a CGTowonld be
Thoronehlis - coanter-productive at a4 time
when SA nesds nothimg nore than {o
aiimulate entreprencurial spivit. To mira-

mnre

Auce at for obxessional ideologieal rea-
wms ean oniv do Lromere harm than
g

e sneceessive reduetions o the,
the scope for
istical problems™ for:

raised and hlack taxpavers are.,

¥
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At issue in

allows for rebates of up to
reference t0
the property
use or zoning.

Act.

The Durban City Council
and granted
roperty-
and industry

tfie ful WwiaCk.

Durban is & 1978 amendment
the Loca Authorities Ordinance which
the Administrator as long as
is distingu'\shable by class,

Businessmen contend that its purpose

was to allow tor relief 0 Indian oWners,
particularly in Durban’s
who were

cause the vaiue
artificially inflated by the Group Areas

Grey Street ared,
unduly beavy rates be-

paying
lue of their land had been

went further
on all residential
commerce
raise

rebates
What has outraged
is the latest decision to

e3P tou £ponr| " the rebate on houses trom 10% to 28% and

ydnows xeop] OB flats from 5% 0 12,5%. This leaves

ydnous business to carry the full weight of a {pusen {sButgaay
proposed 15,7% rates rise. 1 uado,, s ur

pETH]
{18070 218 N0S Jo pd:

paysnessip
paysnes
Paysh
paysues
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) 0
.ll!{mmlp“;dsm 01 pasanboz 21w oym ‘opd - i h ratio O
HezIuedio oy Jo ageloAo ya ‘odoad o buildings. They also state that “the large
atow yonw ® 3¢ Swianns o Zp!'“ put oneway  majority © householders are Wage or | L0AMIAQ
alowr z st oang ‘°[<i051 0bIuydo danEIUEL salary earners whose incomes increase 1eziuedio
ur Suiqord 10§ oml d jo sduipoy o yds take account of the increased cost of ‘pras oy
oy, “uonezurSio & 55 10U S0P Jrewuonsan living.” So it's fair, they argué that jwow jo
sip 4 o 13 Jo squaw [z t N homeowners should accept an apnual in- s
. 'a,wf“a“b”qns st aareuuonsanb lsla 03 pomqu  crease in their raie liability. 1f necessarys ll.pql;[;
s‘r‘s E“q ”lji)}_lsonb SOPNIEIE,, UE 10 umm‘gﬂl}""‘ffj}‘u ilgwgl::lgﬂd equal the increase in the cost of 5y 0-“‘5(:
SMITAL , So far, the council bas shown n¢ signs of pIsuod
210§249 DL!RBAN M Q,q\g/lgu relenting, nor is it likely to do so as “uonez
11e moL, councillors are returned by househiolds  PIsuod
" Rates squabble rather than businesses: And while local 31awq
apqissod authorities have to finance a high propor- Iivn .
- Commerce and {ndustry have a16P€ and-  tion of the (municipal budget from rates — s
Jo prexy ing quarrel with the Durban rating sys- 60% in Durban’s case = they have lite ST
sty ssoxq tem. ‘Now it has taken on a new acidity- choice but 10 touch their largest rate jdood
s jo The Durbad gripe is familiar to organ payers first. . oy
ayy, 9 ised business in Johannesburg and several  Perhaps Durban should follow Johan- . AUM
other cities and towns = homeowners get  nesburg and ask for corporate representa- M
rebates while commerce and industry car tion. Let's hope it has better uck. u .”W

drastic as it
revaluation,

been pumped
commercial and 21,8% on industrial prop-

erties. Vacant 1and values
duced ¢ractionally.

Tax deductible

deductible,

In effect, the position is not quite as T, ‘uol a
appears pecause in the latest ELAq !I;’Z!ugmo
residential properties have pouriogiad
up 38,9% agains 13% quious jpuonez
BM 183G A4y,

loneziuesio oyl
nowy Apipqnd
) e 1(0!{1 pue
The council’s case is that rates aré tax 0’29“} Apygnd
that they form only @ small 2°d P Koy
art of the final cost of goods and services
and that they can be passed on in the form oneziuedio jo

of higher prices of rents. noqey ur dog
In a joint ‘memorandum to the City i jo 25d P
Council, the Durbat Chamber of Com” 0o
j ued oYM

merce, the Durhanse Afrikaanse Sake-
Natal Chamber of In us- O Suisons
.2 OSEUXBP 2

have been re-

U0 235310J pue

that  jo s3uredy

it is not always possible to pass on 1

creased costs to the consum 83 oy ey
Slightly more convincing is their claim % guny
that higher overheads hurt small busin- 1anonpoid
esses and owners of older and low-rise do 21 03

buildings suffer hardship because of the ns jewio]
{ rates on land as opposed 0wy yoym

- qe v+ niy "IUOfE WIDYL
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No. 1776 - 20 Augustus 1980

KANGWANE-WET OP ONTWIKKELINGS-
BELASTING, 1980 (WFT 4 VAN j080)

Hierby word bekendpemaak dat die Staatspresident
sy goedhenring peheg het aun die volgeade Wet wat
dewr die KaMgwane- Wetgewende Verpadering aange-
neem s en wat hierby vir algemene inligting geputli-
seer word:

GEBIED VAN DIE KANGWANE- WETGE-
WENDE VERGADERING

WET -

Om ‘n belasting op burpers van KaNpwane te hef en
om die KaNpwanc-wet op Ontwilkelingshelasting,
1979 te herroep.

Daar word deur die KaNgwane- Wetgewende Ver-
gadering verorden:

Woordomskrywing

1. In hierdic Wet, tensy nit dic samehang anders
blyk, beteken—

“belasting”  die  KaNpwanc Ontwikkelingshelasting
gehef by artikel 2:

“belastingjaar” 'n tydperk wat op dic cerste dap
van Januaric van 'njaar begin en op dic Jaaste dag
van Desember van dieselfde jaar cindig:

“helastingpligtige™ “n manlike burger wat dic ouder-
dom van 18 jaar bereik het;

“hurper™ *n persoon wat ingevolge die hepalings van
dic Vet op Burgershap van Swart Ftats, 1070 (Wet
26 van 1970 'n burger van KaNgwane js;

“Direkteur™ die Direktenr van Owerheidsake en
Finansies;

“Inkomstefonds™ die Inkomstefonds ingestel hy atti-
kel 6 van die Grondwet van diz Swart State. 1971
(Wet 21 van 1971);

“KaNgwane" die gebied waarvoor die KaNgwane-
Wetgewende Vergadering ingestel is en soos van tyd
tot tyd gewysig;

“magistraat’—

(@) ten opsigtc van ‘n distrik hinne KaNgwane,
’n magistraat, addisionele magistraat en assistent-
magistraat aangestel kragtens artikel & van dic Wet
op Landdroshowe, 1944 (Wet 32 van 1944);

No. 1776 €-(~ 194 20 Augnst 1980
KANGWANE DEVELOPMENT TAX
(ACT 4 0)F 1980
Tt is hereby notified that the Sta deat” has
approved of the following Act which was passed by the
KaNgwane 1egislative Assembly and which 1. herebv
published for general information:
AREA OF THE KANGWANE LEGISLATIVE
ASSEMBLY -

&ACH‘

To fevy a tax on citizens of KaNgwane and to repeal
the KaNgwane Develepment Tax Act, 1970,

Be it cnacted by the KaNgwane Iegislative
Assembly:

Definitions

1. In this Act, unless the context otherwise indica-
feg-—~

“citizen™ means any person who is a citizen of
KalMgwane in terms of ihe provisions of the Black
States Citizenship Act, 1970 (Act 26 of 1970y,

“Counaillor™ means the Fxeentive Councillor respon-
sible for the department of Authority  Affairs and
Finance;

“Director™ means the Director of Anthority Affairs
and Finance;

“Kallgwane™ means the arca for which the Ka-
Ngwane [ egistative Assembly has heen cstabliched as
amended from time to tme;

“Magistrale™ means—

(a) in respect of any district in KaNgwane, a
magistrate, additional magistrate and assistant magis-
trate appointed in terms of section 8 of (he Magis-
trates’ Courts Act, 1944 (Act 32 of 1944y,

(b) in respect of a district outside KaNgwane, a
Commissioner, Additional Commissioner and Assis-
tant Commissioner appointed in terms of section 2 (2)
of the Black Administration Act, 1927 (Act 38 of
1927) and where there is no such Commissioner, the
magistrate, additional magistrate, and assistant magis-
trate;

“receiver” means any magistrate and any person
appointed under section 11 (1) (a) to collect tax;




“which had to be over-
. come.

Snags in

. women lose not only their

. tution of wmarriage and !,

)
separate’ 5 | ¢
taxation

—Du Plessis

Political Correspondent . .

The Government was in
favour. of the principle of I
some form of separate tax-"
ation for married women |
but could not implement !
it at this stage because-of

administrative snags.

This was a gist- of ‘the'!
meéssage to. the' Transvaal
National Party. congress |.
yesterday by the .Deputy"
Minister of - Finance, 1Mr
du Plessis.

He was ‘replying to
strong plea for separt
taxation by Mrs. Adele’
der Spuy, -a_delegdtion
from Von Brandis.

Mr du Plessis saj
was not in favour of.
ried ‘women -being treaf
as single’ women, as th
contributed to a
household income. -

TAX  FORMS

Butsome system
possibly be worked out.

He said there would
a 25 percent  increase
the number of tax forms
to the Receiver if wivés
were taxed separately.

This was one of “the
administrative snags

Mrs ‘van ‘der Spuy asked
that white. women receive
the same tax treatment as
black women.

STATUS B
“South African ‘hite

Y

legal tax status when they
marry but suffer an in-
come loss through the
artificial system of joint
taxation of husbands and
wives,” she said." :
“This leads to a. drastic
undermining of the insti

actrally encourages living '
together by making mar-'|-

riage expensive taxwise.”




discussi
- Polifical Corrésp@ﬁﬂen't‘

BLOEMFONTEIN.-= The
) Government -5 ‘ot bound
Ttoa capital gains ta%x, but

will be publishing 2 Draft
Bill to allow the public to,
debate the issue, Senator
Horwood, the Minister of
Finance told the. congress.. |,

At this -stage .0t was. .
impossible to. say whe i
the “Bill - would ,be -publi
;shed, as fan more urgent:
‘matters ‘still ‘had “to be- |

o delt with. |
STRESSED- -
_«af must’ be” stresse
that the Governiient i i
no way bound to bringing. |
in @ tax on -capital gains
in - any’ -form, and when
the .matter IS Gonsidered
- ftrwill be with an open
-mind,” Senator Horwood
“said. A
' “He.' said uiifounded
specilation. about the tax
,should be replaced  with™
operi-hearted and ‘unemo- |-
tional discussion and - ar- [
gumént.

. SIGHTLOST.

In .an interview after-. |.
wards he said this tax had
been one of the ayenues:
for, exploration ,sgggested'
by ‘the “commission ipvesti <

.« gating -Ahe "country’s . tax’
structure, .the 'same, com-
“nission which’had Sugges-

. ted general: sales tax an '

. a tax on fringe benefits.

 People’ often lost sight
| of the fact thet capital’
l ‘gains . were additional .
| “earnings which improved |
| individusl’ wealth and i
“ should therefore logically
be taxed: .

Replying to other mo-
tions affecting. his portiol-’
io, he. said-provisional tax
was not an extra source of
reyenue but @ ‘method of
collectihg -tax: during the
year in which the’ comeé
. was earned. ' R

=

. ;
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has support from certain Johannesburg -

share dealers who hope it would enable:

them to pay tax on share realisations at a

lower capital tax rate than the higher

right

e JUSTTD 383Uyl SABSs UB:

woxI S9TITATIOR 309l

tempt to tax it
earned income. h
and not know whether the tax rate will be
0% or 50%. Such
size of gains on the sale of assets has
unsettling effects I
vestment trusts which need to budget in
advance.

marginal income tax rate.

St%)ckbrokers, investment and trust
managers are e fa
that i%x the absence of a formal definition
of capital gains,

some who dislike the fact
the Receiver has the
to challenge a transaction and at-
at the marginal rate for
A seller can realise shares
uncertainty about the

— for exampleyon in-

One prominent banker says: *‘Prefer-

ably there should be )
Receiver should not query share dealings
where uncertainty exists over whether it .
is a capital or income gain.
“Jf ‘the Receivér wants to
CGT,” the banker continues,

no CGT, but then the

introduce 2
“he should

INCOME TAX .

STANOP 30 3W3M The CGT debat
ur  *AKeuo FM 5 qL&O
Should a capital gains tax (CGT) be intro-
duced? Every few years, governmept has
hinted at its desirability, which is nqt
surprising from people whose business it
. is to raise money. Now it seems a CGT

* juswe beurw

istinguish between the long-te{m inves-
(goi, \5;‘10 pays the reduced capital rate,
and the short-term {rader, whp would be
taxed on his speculative gains at the
inal ihcome rate.”
mag‘i as Editor of Businessman’s Law,
Costa Divaris, argues, the stock market
does not have the political clout to per-

a93yb1a I0F

——

exempting certain share gains from the
marginal tax rate. “Share dealers,” he
claims, “would still pay normal tax as
they would-be making revenue profits out
of shares, while people who hold shares as
capital assets would now have to pay
tax.” B

Divaris also rejects other ar
advanced for a CGT as "nothinggunr:(?rtg
than a political gesture to show that the

suade government to forgo income by

.Far‘from providing certainty, he be-
lieves a CGT will encourage litigation
between tax-gatherers and payers, with
the latter’s obvious interest in paying tax
at the lower rate. '

Neither does he think that a CGT will
broaden the tax base. making reductions
in the top marginal rate possible. In West-
ern countries which have a CGT, the tax

inadequate to fund revenue forgone on
other taxes.

Moreover making only certain assets
liable for CGT, such as shares and fixed
property, would have a depressing effect
on their prices, so reducing tax takes and
inhibiting investment and property
development.

Nervous share dealers might be better

nets negligible returns (1% to 1,5% of
total tax revenue). In SA, this would be

state is not unduly favouring the rich,"

. ]
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3By Colin Campbell;‘ )
ty Financial Editor
Vernment collécked

i in general
n the four
<July—which
African:

%.gnvisages from g
gold price must 1€
renewed pressures he
ajithorities {0 alleviate still
Tiher the overall burden
of -tax — -especially:in |
jew of mounting com- |3
*  plaints “about’ high prifes
~:vapg1; a high rate of .

‘tioh.
.""The GST “eollectio
Tinning 35 percent higheér
than in the same period’of+
1979, and suggests that the
Treasury. will easily over-
‘shoot the estimate §] it
would' gather in R 0
‘million from this sourceiin
“thie Government’s full ,

* ¢ ending next March-31
The collection " Vi
ome tax during the perioct
“rApril 1 to July. 31 ‘was
Rl 847,9-million, according
“to-.a Department of i
ance .anrouncement

nt

ral sales tax is runnk

‘just over, a, quarter .0
collection of tax ‘on

L ovomIe, 1 e
. “The latest figures

the, .£irst, full

¢ And a’few signs that
consumer sboom 'is losing
any of its steam, the Gav-
eérnment 18 setvto report
flow by the

Hing on the -authg
at least “consi
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Balancing the m|
Nearly half of total tax revenues
coming from indirect taxes, whi(;h include
the two-year-old general sales tax. This
relative balance between direct and indi-
rect taxation has for some years been the
target of official moves towards tax
reform.

This aspect of taxation was put under
the microscope by the Franzsen Commis-
sion of Inquiry into Monetary and Fiscal
Policy in 1970, when the share of total
revenue contributed by direct taxation
stood .at 60%, about the same level that
had prevailed in 1910,

The imbalance had been created by a
number of factors, according to Senbank
economist Hans Fatkena. Fiscal drag, a
result of inflation, had pulled income-tax
payers into ever. higher tax brackets. The
implementation of import substitution
policies meant a reduction in indirect
revenue from customs and excise sources,
and GATT obligations restricted duties on
certain imported goods. In addition, the
sales duty then in force was applied to
only a small number of luxury goods,
about 20 in all.

This meant that the elasticity of indi-
rect taxation relative to national income
was low. In other words, the percentage

r Balancing the tax mix l

fm
90004

8900+
7000
60007
5000
40007

mn
= ,'

[ Direct tax

Indirect tax

0 " m T T8 T T8 T 'EU

contribution of indirect taxation to total
revenue increased at a slower rate than
the increase in gnp.

The principle behind decreasing the
share of direct taxation, says Nedbank
economist Merton Dagut, is that it tends
to place the bulk of the burden of taxation
on a relatively small group of higher
income earners. This burden, at the mar-
gin; can increase to a point where it
becomes counter-productive and a disin-
centive. Indirect taxation, he adds, not
only spreads the load over a wider base,
but in effect indexes taxation to the infla-
tion rate, eliminating the problem of fis-
cal drag.
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Destructive democrats

By Melvyn B Krauss, professor of eco-
nomics at New York University. The arti-
cle was written for the Wall Street
Journal.

The Brandt Commission recently released
its report on north-south relations under
the self-effacing title of ““A Programme
for Survival.” This alone should alert the
reader. R .

When Social Democrats like Willy
Brandt, former chancellor of West Ger-
many, and Olof Palme, former Prime
Minister of Sweden, get together t_o pub-
lish a report on the Third World with the
word “‘survival” in the title, one knpws,
instinctively, some new assault on prlvate
wallets is about to be launched. I_n this,
the Brandt report does not disappoint. \

Written by Social Democrats, for Social
Democrats, the report closely follows the
party line throughout its 304 pages.

The Social Democrats, for examp}e,
have unshakeable faith in the curative

Powers, of income transfer. The report,
therefore, concentrates its recommenda-
tions on means of transferring income
internationally, rather than creating it.

Social democracies — like the Nether-
lands and Sweden — are “‘peace loving”” —
that is, they believe in letting the other
8uy pay for their defence. The Brandt
report, therefore, supports the idea that
military spending is an obstacle to eco-
Rnomic development; “for the price of one
Jet fighter one could set up about 40 000
village pharmacies” (hopefully not in the
same village). It recommends that mili-
tary expenditure be taxed.

The Social Democrats believe in a clean
environment, The report, therefore, fa-
vours worldwide environmental controls,
even though it is well known that environ.
mental control taxes the capacity of the
economy to produce income and wealth.
The European welfare states may well be
able to afford such “‘taxation,” but can the
less developed?

ing a suitable form of taxation on a sliding
scale according to countries’ ability to
pay? It is our conviction that we will have
to face more seriously the need for a
transfer of funds
automaticity and predictability discon-
nected from the uncertainties of nationa)
budgets and their underlying constraints,”

1t is characteristic of Social Democrats
fo not fully appreciate the “incentive ef-
fects” of their Proposals — that is, the
effects their Proposals have on the behay-
four of the concerned economic actors,
The Brandt report contains several rec.
ommendations where incentive effects
would be negative not only for the world
€conomy, but for less-developed countries
(LDCs) themselves,

Here are some examples:
Q The report urges that loans be made on
the most Ienient terms to countries that
Seems commend-
able. But what the report fails to consider
is that usually there is a reason a country
needs the lpan most, and that reason often
I8 irresponsible économic management,
By rewarding economic irresponsibﬂity,
the Brandt report encourages it,
0 The report js rightly impressed with
the contributions that “guest workers” in
the industrialised countries make to the
economic development of the Third World
countries from whijch they migrate. Byt
by insisting that “migrants have their

with a degree of -

M lll"'%t)

Income transfer essentially is a ‘‘zero-
sum’’ game. For one to gain from. it,
another must lose. Government coercion,
therefore, is needed to effect income
transfer. But the absence of world govern-
ment means that nation states cannot be
coerced into the international income
transfer the Social Democrats desire,

The report, which advocates massive
income transfers from rich to poor coun-
tries as a matter of the utmost urgency,
attempts to surmount this obstacle by
introducing mechanisms that create the
effect of world government without creat-
ing world government itself.

For example, the report proposes ‘‘the
introduction of automatic revenue transfer
through international taxes on ... interna-
tional trade, arms production or exports,
travel and the global commons.”

In addition, it advocates an internation-
al income tax based on ability to.payA
Willy Brandt writes: “Why should it be
unrealistic to entertain the idea of impos-
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Willy Brandt . | - tewarding
economic irresponsibility?

rights too,” the report serves to increage
the cost of migrant workers to Prospective
employers and thus decrease their em-
ployment opportunities,

O The report recommends “legislation to
regulate transnational corporation activi-
ties in matters such as ethical behaviour,
disclosure of information, restrictive busi-
ness practices and labour standards.”” Byt

caanime

by increasing the cost of doing business
for the multinationals, less business, in
fact, will be done by them. This hurts the
LDCs as well as the multinationals,

The Brandt report has not been well
received — and with good reasons, Even
Social Democratic

International Economic Order Preceding
it, the Brandt report arrived on the scene
well after the party had ended. It js
repetitive of the others, impractical and,
most important, irrelevant to the needs of
the Third World in the Eighties.

Simply put, what the LDCs need most
“for survival™ in the Eighties is economic
growth, not international income transfer.

Poverty in the Third World can be
reduced not only by growth in the LDCs,
but by growth in the advanced countries
as well. The Brandt report does realise
that economic growth in the industrialiseq
countries is good for the LDCs, but fails to
recognise that it is precisely welfare-state
high-tax egalitarian policies that have con-
strained economic growth in the advanced
countries to unacceptably low levels dur-
ing the Seventies.

If the Social Democrats who wrote the
Brandt report took time off from lecturing
others on how to manage world affairs to
put their own house in order, the Third
World — among others — would benefit
immensely.
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Staff Reporter

THE Progressive Federal Par-
ty candidate in Johannesburg’s
Newtown municipal election,
Mrs Molly Kopel, yesterday
attacked the Independent Rate-
payers Association (IRA) plan
to raise money by increasing
sales tax to five percent.

The chairman of Johannes-
burg’s management committee

and IRA leader, Mr J Frgber-

"holzer, wants to serap munici-
pal rates and taxes and funnel
revenue from the proposed GST
increase to local anthorities.

But Mrs Kopel says thig
would send inflation and the
cost of living soaring.

“To expect people to endure
a higher cost of living for
something rejected both by the
Provincial Council and the Gov-
ernment is nothing less than a
pipe-dream,” Mrs Kopel said.

taxes should be scrapped, but
not at the consumer’s. expense,
““The PFP believes that Gov-
ernment huildings and mining
properties should be taxed, so
that no further burden would be
necessary for the man in the
street to bear.!”
* Mrs Kopel said Mr Ober-
holzer was asking the consumer
to provide another R1500-mil-
lion a year in taxes.




MR EKSTEEN

change

By Kevin Murtay

and Kerry Clarke
The Director-General
of Transport, Mr A B
Eksteen, has announ-
ced wide-ranging pians
to streamline the com-
muting patterns of all
South Africans to
save fuel — from cred-
it cards on buses to
specialised lift clubs
and city cycle paths.

He said the Govern-
ment had embarked on
a series’ of projects
aimed at enticing
people away from their
cars.

About R4.5-million is
to be gpent on making
alternative modes of

transport more attrac-
tive to commuters.

Speaking at the
Rand Afrikaans Uni-
versity in Johannes-
burg last night, Mr Ek-
steen also said the
Government would in-
troduce duties; levies
and taxes on fuel and
vehicles to steer the
eountry’s transport de-
vewpment ‘‘in the
right direction.”

The projects he an-
nounced include high-
technology trolly
buses, eycle paths in
cities and towns, bus
services to high-income
areas with high car
ownership, specialised

7

lift clubs, public trans-
port credit card facili-
ties and greater bus
standardisation.

“The National Trans-
port Commission, with
the approval of the
Minister (of Trans-
port) has agreed to a
number of demonstra-
fion projects which, it
is believed, will pro-
mole  certain of the
necessary changes in
directions that will be
required in the Repub-
lic in the decade
ahead,” he said.

He said the high
fuel price and availabi-
lity of fuel had fo-

G%ﬁ S

comimnu
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~

tmg

trolley bus. Two
single-decker and five
double-decker  trolley
buses incorporating the
latest technology were
being built.

These would initially

operate on the-

Hillbrow-Forest Hill
route in Johannesburg
and, if successful,
would be encouraged
in other cities in South
Africa.

The provision of safe
cvcle paths would en-
courage greater use of
the bicycle among
schoolchildren, and
possibly also for daily

To Page 3, Col.10
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~— to start in Novem- -
ber this year ‘= would
be launched to get

mote ‘people : th
' uge buses, . -

<used attention on' the

A high. pnonty was.
ehicle’

mputer to
‘match possﬂJIe pa.rt 1‘-
pants.

tA pm]ect L3 use
‘eredit’ cdrds” foF T 1he
‘purchase of bus cou-
pons wauld be - intro. .
duced in Durban. -

"Water ‘transport
dlong  South: Africa’s
coastline would aiso be
infroduced to reduce
-the demands on oﬂher
forms of transport. -

Mr  Eksteen pnedlc-
ted that - -transport ‘in
South: Affrica * betwestt

. now and’ the year 2000

would undergo a meta-
morphosis’ whwh wmﬂd
mclude- .

reduce deépendence on

- imborted- crude ou
- Th

Lper- .
form more; effxexenﬂy

~-and-use different fuels. -

® The . ‘significarit ;
penstration - of ~the
second-car market by
battery-dnven ‘vehicles.
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The Minister of Manpawer

s 1 Utilisation, Mr ¥anie Bo-

tha, has announced tax
coneessions - respeet of
the {raining of appren-
tices,

In a statement in Pre-
toria Jast might, he sud
these concessions, which
would apply from Qctaber
1, last year, had heen
decided on te stimulate
the indenturing of appren-
tices and alleviate the ac-
wle shortage of artisans.
© He had, therefore, in

Ut

[38)

torms of the In-Service
Training Act, 1979, and

P B the Black Employees' In-

' Service Training Act 1975,
approved of the {raining
of apprentices for pir-
poses of tax coneessions
in~ terms of Section 11
Sept of the Income Tax

© The attendance hy
their apprentices of tech-
nical clasres  at  institu.
tions mmntained wholly
or pattly from public
funds, or the foltowing of
correspondence courses i

Where Act, 1962,
aThis approval applies
only in respect of training
expenses incurred by em-
Let: ‘ ployers in connection with’

t

Then number of orders

Araining ="

n
terms of their prescribed

Apprent ce

< 14//‘ I2)

~,

tax euls —#

conditions  of apprenfica-
chin

The first voluntary
and the compulsory trade
test undergone h¥ appren-
tices in terms of their

proserihed comditions  of

apprenticeship.

“<Phis approval will
enable employers ta de-
dnet from their jncome,
in addition to the normal
dednetion  in respect  of
training expenses, an
allowanee equal  fo 100
pereent of the remumera-
{ion paid to their appren-
tices while attending tech-
pical classes  and while
they are absent from work
for the purpose of under-
uoing the ahevementioned
Trade tests, and also any

clags, course and examina-

tion fees paid hy com-
plovers on behalf of {heir
apprentices and which the
employers are not entitled
to recover {from their ap-
prentices.

“This in effect means that
200 percent of the ex-
penges  in question  is
allowed as a deduction for
tax purpeses.” - Sapa.

US gold sh

Fomestaka .. 107
AsA ltdy .. 85

9

Assume a constant rate of consumption

= —_ = }—O‘ == 6
5
End of time period
0
1
2
3
4
>
Total

rders.

1.evel of Inventory




Unionist

waris
§MR 23 7/
)
misuse (&2
d = o
(d) Inventory co @sz FS _2@ “ion and purchasing
n econamic - I memic lot )
vepresens th Lahour Editor oy : imi
: ) roduce to mi ine
costs. DURBAN -- The 283000 to minimize
strong Trade Union Coun-
12 cil of South Africa (Tucsa)
2.1 Purposes of Tnvente  yesterdav zave notice of its

A stock of inventory is kept

1 TO MAINTAIN

If a supply «
centre and if
not immediate
flexibility i
are costs for
independence
ment tm cons:
Within the p
units are ca

2 TO MEET VARI,

If the demanc
is feasible

vigerous  oppesifion  to
municipal efforts to use
Gene ral Sales Tax to offsct
imereases in property rates
and taxes.

A unanimous resolution
adopted at ifs annual con-
ference here warned that:

“Any increase in the
General Sales Tax — par-
ticularly for a purpose of
this nature — will most
certainly cause serious dis-
satisfaction and could pes-
sibly lead to civil unrest.”

Tuesa’s  vice-president,
Mr Ronniec Webb, des-
cribed the “massive public
campaign” ‘of Johannes-
burg’s Mr Francois Oher-
helzer to increase GST or
take part of it to offset
rates as a “diabolical
scheme.”

This amounted to asking
“the poor to subsidise the

ring needs:
"TONS

© kept at a work
that centre is
se, there is some
Since there
uction set-up this
re allows manage-—
n lot sizes,
ially completed

re.,

D

wown precisely, it

more affluent,” Mr Webb ronemical) to pro-
duce the proe 4 s T oa O o
The Administrator of the 1 oxactly, In the

usual case, b
and a sajety
tained to ahs
because of pr
can be planne
a more dradua
this higher d

The maintenanc

Cape had also suggested
what he called other
sources of revenue for
local anthorities, Other
municipalities had climbed
on the bandwagon too, the
conference was told.

Mr Webb noted that
Tucsa had apposed «GST,
particularly on basic foods.

gencral sales tax or its use
to offset rates.

inventory ralieves the pressure on

system tn get the goods out,

cempletely known

cherefore be main-

rases in demand

* seasonal demands
wentory allows

. anticipatinon of

ro stable employ-

ment level wid Now another ugly mon- - fment,
ster was rearing its head
ST 1Y in the form of a massive
3 TO ALLOW FLEXT  ampaign for increased SCTEDULING

finished goods
the prodtuction

This gives longer lead

times, wnich allow not only production planning for

smoother flow but po
morae cconrmical lot sise productien,

lower—cost operation through

High set-up

costs, for example, favour the proluction of a lavger

number of units once the soh-up Lias heen made.
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By STEVEN FRIEDMAN
Labour Reporter
THE Minister of Manpower
Utilisation, Mr Fanie Botha,
last night anncunced large tax
concessions for empleyers who

train apprentices.

The move reveals increased
* Government concern about the
skilled manpower shortage and
the fact that few employers are
using official training facilities

- for black workers.

According to Mr Botha, the
new concession will enable
employers to deduct 2005 of
their expenses on the thecreti-
cal training of apprentices of
all races at institutions main-
tained wholly or partly by pub-
lic funds.

The concessicn is added to
existing tax benefits employers
may claim for training workers

tin private “in-service” training
schemes registered with the
Government. These concessions
amount to almest 100% of

training expenses.

The new incentive comes into
effect retrospectively from
Octeber 1 last vear.

Employvers will now also be
able to deduct expenses
incurred by apprentices who
obtain their theoretica! training
through correspondence
courses.

All apprentices must nndergo
a period of theoretical training
before they may take their
trade tests and qualify to
become ariisans.

Beeause colleges in the
“white” areas are not open to

blacks. it is expected blacks
will receive their thecretica
training either by correspen-
dence or in the Government's
separate black training centres.

Ar Botha said he had intro-
-duced the new ccncessions “to
stimulate the indenturing of
apprentices and alleviate the
acute shortage of artisans’.

Governmert spcl.esmen have
complained for some time that
employers are not making suf-
ficient use of official artisan
training facilities. .

It is also known that somie
employers have preferred to

train black artisans privately
because of the difficulties in
finding adequate official train-
ing facilities for blacks,

Mr Botha's move is an
attempt te ercourage employ-
ers to use the official training
facilities.

According to his statement,
employers will be able to
deduct {rom their income for
tax purposes not orly the nor
ma! deduction for tralning ex-
penses, but the full sum paid to
apprentices while they attend
technical classes.

They will alsc be able to

&

claim the full pay of appren-
tices while they are away
undergoing their first trade
tests.

It appears, howev that if
apprentices fail their tests and
have to undergo subseguent
ones, the emgloyer will not be
eligible for the concession

In additicn. employers will
be able to claim the full
amount of any ‘class, course
and examination fees paid by
employers on behalf ¢f therr
apprentices ard which emplay-
ers arc not entitled to reccver
from their apprextices’

Y Mr Botha said the Goverg

4

3 \,.\Bm.ﬂ would also conslder the'
\ = training of apprentices when
~they were ‘‘non-productive” L

when they were being trained
in classrooms at a training cen-
tre or under a private z.ww:nm '
scheme. wv.
However. in this case tha
centre or scheme would have t¢d,
be recognised or registered
with the Department of Man;,
power Utilisation in terms of
either the Black In-Sepvicg
Training Act or the In-Servicd
Training Act. z
Ii is these two Acts which
allow employers to deduct
expenses incurred on private
“in-gervice training’
Li order to qualify. employ;
ers raust include in their tax
returnsta {ull statement of the
1sture and amount of training
cxperses claimed and proof ot
their apprentices’ atten mnnm\

at a technical institution.




“Tax evasion no
sin—it’s our

/#"” =

national sport

' By Sieg Hannig
Lahour Editor
DURBAN —— Tax evasion
was not a sin but a natio-
nal sport, Mr Mickey van
der Walt, Commissioner
for Inland Revenue told
the annual conference of
the Trade Union Council
of South Africa (Tucsa)

in Durban yesterday.

A new term had been
coined — tax “avoision”
— {0 cover the grey area
between the avoidance
and evasion, of tax. Plato
had said that an honest
man paid more tax than a
dishonest one, and this
was still true.

" But the Government’s

_proposed taxing of fringe *

nefits was'no” witchHunt

treat everybody ahke

Guld’ be’ conm:lted befdre

big 'business  would force
the Goverriment to: aban-
‘don Jringe berefit taxa-
‘tion; “Mr van der  Walt
. 'said--the - Minister ‘of ‘Fi-
,nan - had; said thgt legis-

spendmg R400 on- food

“was: designed to

an d employers :

. d
‘. Dealing with fears “that

L—-—m?ﬁpﬂﬂiﬂm

would spend only R16 on
GST a year and RIL,33

monthly.

On separate tazation for
married women, he said
the present system did
not militate against all
married women. Some
were better off under
joint taxation.

. Separate
quired extra paper work
and a “watchdog” to co-
ordinate the separate re-
turns.

Taxation was not a pe-
nal measure but the price
paid for a civilised society
and its amenities, Mr van
der Walt said.

Miss Dulcie Hartwell, &

taxation re-’

* veteran - shopworkers™ un-

ionist, said “too many”
people were wondering
what amenities they were
being taxed for.

A resolution- calling  for
the rectification of the
“high rates of marginal
taxation and the inequi-
table . taxation structure
for married women” was

“agcepted: but referred’ to

Tucsa’y ‘executive for fur-
ther action.
W was pomted out that

.only those earning more

than R14 000 a year stood
to gain from separateé tax-
ation of married couples.
That meant 86 percent of
all taxpayers would lose.
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4.8 Figsion and Fusion 5. Interactions and Measurements of Nuclear Radiations
In the stable nuclei the nuclear binding energy Baz increases We consider only radiations (particles) having kinetic energies
as the nucleon number 4 increases. To show the rate of increase in the energy range (between ~ 0.1 MeV and a few x 10 MeV)
typical of nuclear physics. The interactions of these
radiations with matter are basic to many phenomena and to
Examples are the

many aspects of nuclear technology.
detection of nuclear radiation, the design of radiation

we plot the ratiaq (B /4) 1
shielding and the assessment of radiation dose.

versus 4 in fig. 22. The ratio is
approximately constant mS&ﬁQ}nmp
maximum of ~8 MeV nucleon™ for

"medium" nuclei (4 = 40-120).
5.1 Interaction of radiation with matter
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g
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As a representative group of particles {radiations) we will

consider the electron, proton, alpha particle, neutron and

gamma photon (e, P, o« n,y). Within these the charged

particles form a natural group or subset which it is convenient

to consider together.

articles (e.g. e, p and @) interact predominantly
Their interactions with

B

The lower values for light nuclei
~=n ha attributed to enhanced

&

*}

thereby

(a) Charged
with the atomic electrons in matter.
nuclei are extremely rare, in comparison, at the energies
% we are considering. The interactions lead to the ionization
and electronic excitation of the atoms in matter in a process
which can be viewed as a series of collisions between the
incident particle (e, p or a) and the electrons of the
absorber atoms. The particle loses kinetic energy in these
processes and it will carry on losing energy until it is

£

(4]
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blacks’

administrative

Page 5

GST ...
no

and
in

black taxation,

“And this might

m!{!,
r

He said four percent
can easily be shoulder-

ed”.
thMr Van der Waldt toid

e conference that th
Government was makmg

brought to rest (assuming that the absorbing medium is
The distance

thick enough to completely stop the particle).
(thickness) reguired to bring the particle to rest is called

the range of that particle (in that particular medium) at
that particular incident energy.
The range of the particle therefore depends on the rate
at which it loses energy along its path of travel, that is
on the energy loss per unit distance (-dE/dz) along this
‘ path. The energy loss (-dE/dx) depends on the density of the
! medium and the charge and the velocity of the particle. It is
higher for a higher charge or a lower velocity. If we
i compare alphas and protons at the same energy,for example,
the alphas have a higher charge and (owing to their Hmnomﬁ mass)
(-dE/dx) is

on basic foods could mean

additiona)

work,
mean an increased price

structure,
nullify the concession and

€ven increase the cost of
other goods.”
progress

"
a

conference in Durban

that

Mr

foods

by

the Bureau of Market
year

spend R400 on

if hasic
had shown ‘that

a black family spends
20 percent of its in-

Mr Van der Waldt
come on food.

said a study done
He said a family

~fearning R2 000 a
Mr Van der Waldt said

W J H van der Waldt
abolishing the saJes’ tay

rica

THE Commissioner of
Inland  Revenue
Yesterday told a Tues
were exempted from
sales tax, the effect on
back families would
be negligible,
Research at the Un-
iversity of South Af-
percent tax on this js
'R16 a year, or R1,33 a
month.

would
2 basic foods, The four

a lower velocity. Therefore, in a given medium,
larger for alphas than for protons of the same energy and the
alpha range is less than the proton range for the same incident

energy (see tables below and fig.24(a)). Furthermore,
for either particle, the velocity decreases, and hence (=dE/dx)
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TAX REFORMS

The tough edges P 2o

Last year’s reduction (from 55%4‘?0 50%)
in the top marginal rate for personal tax,
the abolition of the loan levy and other
smaller changes in the tax system have
brought SA a lot closer to a rational tax
system. But the bureaucracy still appears
to cherish hopes of a capital gains tax
(CGT) (FM August 29) while there re-
main major anomalies in the system of
taxing personal income. Some of these
demand urgent attention.

First of all, and let it be said very
explicitly: SA does not need another tax
on capital, like the CGT. It already has
two — estate duty and the related dona-
tions tax, neither of which is at all effec-
tive as a revenue raiser. Estate duty
collections, for example, run at around
only R50m.,

Overseas experience confirms the inef-
fectiveness of the CGT as a revenue-
raiser. It is a complex and expensive tax
to administer, necessitating all sorts of
complex exemptions (like those relating
to the sale of personal dwellings in the US,
for example). So revenue is never com-
mensurate with the number of bureaucrat-
hours required for its collection. Then
there is the serious risk that a CGT
introduced at a low and seemingly innoc-
uous rate will show a subsequent tendency
to creep up until it reaches dangerously
disincentive levels.

The only real reason for the introduc-
tion of a CGT, therefore, must be as a
craven concession to the ‘‘politics of
envy,” an attitude of mind which has its
local adherents too. To be completely
rational, SA should eliminate the other
two capital taxes, rather than introduce a
third, but this is asking more than is
politically realistic.

It can be claimed, probably with only a
little cynicism, that SA’s income tax sys-
tem already has a kind of CGT, in sub-
stance if not in form. And it is dangerous-
ly imprecise and unpredictable in
operation.

Every investor in shares or property
knows of the hazard described colloquially

These (-;xamples show 7it is perfectly
possible to cobble together an equitable,
workable and predictable system to gov-

- ern the tax treatment of gains on shares

and property (and on other investment
assets like Krugerrands). Such a system
should also allow for the effects of infla-
tion on long-term capital appreciation.

Significantly, it has been rumoured in
the past that the Receiver does secretly
apply a turnover test to quoted share
portfolios to provide a test for dealing
versus capital realisation. But to operate
to a formula of this sort while keeping it
secret, if indeed this is the case, is far
less desirable than to have a firm statu-
tory formula known to taxpayers and
therefore available for advance planning,

With boom conditions far advanced in
SA, the need for a reform of this sort is
now very urgent,

Another set of intractable income tax
Problems centres on the taxation of divi-
dends. The recently enacted section 8B
(FM June 13), which taxes as dividends
loans from private companies to their
shareholders, although generally regarded
as necessary to block a loophole, is also
seen by tax practitioners as a blunderbuss
vrovision, unfair to operate and already
ng difficulties in its application.

= . ki

as “being declared a dealer.” The same
risk applies, at least in theory, to anyone
buying and selling assets of any sort, from
Krugerrands to stamps or old furniture.

Expressed more accurately, this term
means the Receiver can and does scrutin-
ise all transactions for the sale or ex-
change of a capital asset to determine the
intention behind the transaction. If the
Receiver’s scrutiny draws him to the con-
clusion that the asset in question was sold
or exchanged as part of a scheme of
profit-making, then the profit will be
taxed as income.

The trouble is that judgment on this
vital point is so subjective and indeed
arbitrary, as the run of reported cases on
the subject shows. So, an investor is often
in doubt whether he will be taxed at 0% or
50% (if his aggregate income including the
capital gain at issue pushes him into the
top marginal rate bracket). To make mat-
ters worse, the onus of proof to demon-
strate the capital nature of the transaction
lies with the taxpayer if he decides to
challenge the Receiver’s decision in court.

Then, too, inflation means many nomi-
nal capital gains are not anything of the
sort, if the purchasing power of the cap-
ital gain is considered, rather than its
nominal value.

Important industrial countries deal with
this problem by imposing effectively ob-
jective tests for the capital nature of a
realised gain on investments, So, the US
employs a simple time test. Gains rea-
lised within a year of purchase are taxed
as income, those accruing over a longer
period as capital (with the CGT rate
currently one half of the income tax rate
and a maximum at 35%).

But the US also recognises the category
of “‘market maker” or full-time profes-
sional speculator, who is taxed on all
Bains as income. It is, though, relatively
easy to determine whether an individual is
a dealer in this strict sense, so all the
cogitation over “intention’’ required under
the SA system is side-stepped.

One continental country, France, ap-

One of the problems here is that the
reduction in the maximum marginal rate
on individuals has generated a rating
anomaly. If a taxpayer trades in his own
name, he cannot be taxed at more than
the top marginal rate of 50%. But suppos-
ing that, for good reason — like a need for
limited liability — he operates through a
company, he will be taxed at the margin
at over 61%. This inequitable result comes
about through the effect of two taxes.

Of each R100 earned in the company,
income tax takes 42%. If the remaining
R58 is distributed as or deemed a dividend
(which since section 8B, it must be, to
reach the taxpayer’s hands at all), then it
will attract income tax in his own hands.
Allowing for the one third deduction and
tax at the maximum marginal rate, the
tax will be one third of RS58, or R19,33. So,
all that is left is R38,67.

There are many possible ways to cor-
rect this anomaly, which goes against the
equitable rejection of double tax underly-
ing our law. For example, an increase in
the proportion of dividend income exempt-
ed from income tax would achieve this
result. But this might be regarded as
politically unacceptable.

Another option would be a reduction in
the rate of company income {ax, But, if

R ——

Inland Revenue’s Van der Walt
-+« @ few more reforms, please

plies level of turnover as its main test, If
the aggregate of purchases and sales of
shares by an individual during a tax year
exceeds a certain percentage of the value
of his portfolio at the beginning of the
year, then his aggregate gains will be
treated as income. But if the turnover
ceiling is not exceeded, the gains are
treated as capital. France also recognises
the category of professional speculator,
who will be taxed generally, while small
investors (up to a certain limit) are
exempted from the turnover rule
altogether.

.

further reductions in taxes do take place
next year, there are probably good argu-
ments why there should be a further
reduction in personal rates instead.

So, we are very probably thrown back
on a system of apportionment of income
from private companies, treating them in
effect as partnerships for tax purposes,
There is not really any fundamental rea-
son why SA cannot revert to some or
other system of this sort. It would also
continue to motivate, as the present rating
differences probably do already, that com-
panies will in future only be registered
where they are really needed to ensure
limited liability or for other good business
reason. The past proliferation of private
companies registered only for tax reasons
is an administrative nightmare best
forgotten,

These two major problem areas are far
from exhausting the scope for tax reform
relating to tax on individuals. The system
of taxing public company dividends is not
in all respects perfect. And the problems
of married women taxpayers need little
additional publicity at the moment. But if
the Commissioner for Iniand Revenue can
focus objectively on these two big problem
areas, he will have maae a very good
start indeed, -



'Little hope of tax cutsjd

say economic expert

By HOWARD PREECE
Financial Editor
ECONOMISTS now hold out lit-
tle hope of any big tax cuts in
the next budget, expected in

March 1981. .

They say the inflation threat
is such that firm tax and mone-
tary policies will be needed.

The gold boom this year will
mean, however, that Senator
Owen Horwood, the Minister of
Finance, will have another
huge surplus to report when the
state finances for 1980-81 are
completed.

Two major economic surveys
have been .published, by Stan-
dard Bank and, jointly, by Sen-
bank and the Bureau for Eco-
nomic Research of Stellenbosch
University. :

Points put forward include:

@ Real growth next year will
slow to 5,4% from 6,8% expect-
‘ed for 1980. But this will stili be
way above the 1975-79 average.

@ Inflation will continue next
year in the 13% to 14% range.

@ Interest rates are likely to
harden in 1981. (That could
mean a hike in mortgage rates
eventually).

@ Shortages of skilled work-
ers will become more acute on
the one hand, while on the oth-

er unemployment among the
unskilled will remain high.

® The mixture of inflation
and real growth means .the
country's total salary and wage
bil} shoutd increase by 21% this
year and by 19,1% in 1981

@ The corrent account of the
balance of payments will move
back into deficit next year {un-
less the gold price goes roaring
up again) but this'is no reason
for alarm. )

South Africa has repaid so
much foreign debt. that she is
“ynder-borrowed”. and could
easily. raise loans averseas, if

‘necessary.

There are different views
about gold, however. "

Standard thinks the price will
average $619 next year and $615

30)

this year.

Senbank/BER sees ‘gold at
$600 this year but slipjfing to
average $500 in 198L.

“If that lower forecast is cor-
ect it would certainly hit eco-
nomic confidence and the stock
exchange.

South Africa has sucked in
imports to such an extent in the
present boom that we are al-
ready living on a gold price of
over $500. .

But there are other econo-
mists and gold market experts
who believe gold will average
well above $600 next year:in
another surge.

What is common ground,
however, is that South Africa’s
ecoripmic fortunes are-still

overwhelmingly related to gold.

- We.are also one of the few
non-oil economies in the world
to be booming. — just as we
were one of the worst-hit by

" recegsion three years ago.

' @ SooPage 15




LOCAL AU%%ES

No aid ZM 10

“There is no reason to believe that the
place Jocal authorities occupy in the
national cconomy at present is unduly
small,”" says former Secretury for Fi-
nance Gerald Browne, who headed the
enguiry into local authorities’ finances.
Speaking at the 1980 congress of the
Transvaal Municipal Association (TMA)
in Nelspruit this week, Browne noted that
the share of local authorities in the total
output of general government services
increased from 17.8% in 1970-1 to 182" in
1977-8. while the output of general govern-
ment services as a proportion of GDP fell
in the same period from 9.9'% to 9.6".. And
the contribution of the local authorities’
general government services to GDP has
remained relatively constant in the 27
years to 1978 at around 1.8%.

The Committee thus found it impossible
to recommend state subsidies for general
relief to the local authorities because they
are getting “poorer.” Instead. it suggests
an intensive etfort hy municipalities to
hoost productivity and economixe on ex-
penditure. And while rejecting general
relief, it proposes government aid for
specific municipal work such as sewage
construction and fire, ambulance and
heatth services. The benefit is estimaled
at R26,Im.

Browne rejects the argument that fail-
ure to provide municipalities with alterna-
tive sources of income makes them over-
reliant on property taxes and hits the
homeowner especially hard. He defends
property taxes, as they are raised on land
in the local authority’s jurisdi tion.

Moreover, claims Browne, property tax-
es here are not excessive. In SA. they
accounted for only 5% of total tax receipts
in 1977-8 compared with 147 in Britain in
1974-5. while the ratio between property
taxes paid on husiness undertakings to

total company tax was just 77 compared
with 52 in the UK.

But outgoing TMA president Stevn van
der Spuy condemned the Browne Commit-
tee for paying lip-service {o municipal
!democracy while in reality ignoring the
ineed for a new constitutional dispensation
which will decentralise power and maxt-

"mise self-government for the different
ractal groups.

“It seems clear.” he commented, *‘that
the Browne Committee still clings to the
principle of a highly centratised unitarv
svstem and that all faxing power will he
retained by the central authoritv.”

Subsidies. argues Van der Spuy, are no
solution. Municipalities witl he reduced to
the status of “heggars,” subject to hand-

couts from the central authority at its
whim.

And exhortations to greater productivity
are small relief to local anthorities which
claim to have heen doing that for vears.
Johanneshurg Management committee
chairman  I'rancois Oberholzer, in this
vear's budget address, revealed that the |
city has saved R5.2m since 1975 through
cuiting its black labour foree hy 107, . “We
have been efficient.”” said Oberholzer,
“and saved money but there are 2000
families starving in the homelands.™

Oherholzer  caleulates  that  Browne's
monetary benefits for Johanneshurg will
come to no more than about R3.2m - an |
insignificant amount considered against
the heavy restraints on capital spending in |
the last few vears. which have hit road, |
sewage and electricity provisions. ,




UNDIK?{BUTED PROFITS TAX

A tax too many

SA is now firmly committed to tax re-
form. If the objects of that reform are
simplicity, equity and the encouragement
of investment, the revenue authorities
need to re-examine the cumbersome un-
distributed profits tax (UPT). In particu-
lar, there is no longer any fiscal justifica-
tion (if there ever was) for the application
of UPT to public companies,

Most fiscal systems have some or other
form of UPT, the need for which arises to
prevent tax avoidance through the dam-
ming up of dividends in private compan-
ies. If this is permitted without fiscal
penalty, the only tax payable is then in the
company’s hands, at a flat rate. This
policy avoids the substantial additional
income tax payable on dividends in the
hands of a shareholder with a large in-
come and, therefore, a high marginal rate
of tax. (The current rate of UPT itself is
33,3%.)

There was a time when the UPT provi-
sions obliged private companies (as de-
fined for UPT purposes) to distribute a
proportion of trading profits as well as
dividend income, but the current rating
basis for UPT is designed to penalise
undistributed dividend income only. This
flows from the relationship between the
company tax rate (now 42%) and the
plough-back allowance (58% of pre-tax
profits) which exempts all trading
income.

Loans banned

Until recently in SA, money accumulat-
ed in private companies in thig way was
channelled to shareholders in the form of
loans (that is after any loans due to the
shareholders by the company had been
repaid). This formula for tax avoidance
has now been invalidated by the enact-
ment of section 8B, which, very broadly
speaking, deems such loans to private
company shareholders to be dividends.

But UPT still performs a residual anti-
tax avoidance function, as some taxpayers
will probably still find it attractive to
accumulate dividends in private compan-
ies. It is therefore difficult to see how it
can be abolished completely under the
present system of private company tax-
ation. Two major objections to UPT can
be made, however. The first is its applica-
tion to public companies. The second is its
complexity,

The issue of public company UPT can
be disposed of very simply. At present, a
public company, as defined for income tax
purposes, must distribute 65% of its divi-
dend income to avoid liability for UPT.
Although this penal provision is mitigated,

i tc\w\zo
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for example, by an allowance for expendi-

ture on prospecting, it imposes a con-

straint on investment policy
which is particularly onerous in
the case of mining investment
companies (as indeed was com- g
plained of recently by Adrian %%
Louw, outgoing GFSA chairman),

A mining holding company with a clutch
of ageing gold mines receives dividend
income which actually include a large
element of amortisation of capital. A ra-
tional policy would provide for heavy re-
tentions to generate working capital for
new ventures, and such retentions might
often exceed the 35% plough back
allowance permitted for UPT purposes.

Bear in mind, too, that in this particular
case, many of those dividends would (un-
der formula tax and lease) have already
attracted tax at a much heavier overall
rate than the non-mining company rate of
42%. Why should a mining holding com-
pany in these circumstances be obliged to
distribute nearly two-thirds of dividend
income, possibly necessitating a rights
issue to raise fresh capital?

Nor can it seriously be argued that tax
avoidance is a major issue with public
companies, in view of their dispersed
shareholdings.

The case for the complete repeal of
UPT on public company dividends in pre-
sent circumstances of fiscal buoyaney is
irrefutable.

The UPT on private companies requires
elaborate provisions to block off loopholes.
Thus the Act contains detailed provisions
defining public companies for tax pur-
poses. The definition is narrower than the
definition in the Companies Act — by no
means all public companies according to
that Act, or even all quoted companies,
qualify as public for UPT purposes.

Special rules

Another provision”allows as a deduction
for UPT purposes certain classes of ex-
penditure not deductible for ordinary in-
come tax purposes. On the other hand, the
normat restrictive SA tax rules on source
do not apply to UPT, which is levied on
worldwide dividend income.

There are also special allowances for
farming companies and for purchases of
machinery by companies,

The question of timing is rather in-
volved and requires detailed provisions,
Approximately speaking, a dividend must
be declared within six months before or
after the end of the company’s fiscal year
o avoid UPT. But the Act has special
rules to cover all sorts of timing
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contingencies.

Then, too, foreign-controlled companies
are exempt from UPT. But this definition
also involves considerable complications.
There are various other categories of
exempt companies, including certain
classes of insurance companies.

There are also special rules for the
bringing forward of assessed losses for
UPT purposes. For these purposes, there
is a definition of “‘deficit” which does not
coincide with the definition of ‘‘assessed
losses’” which may be brought forward for
income tax purposes.

Exempt income

Lastly, there is a set of exemptions
from UPT only available to companies
whose non-dividend income in the year of
assessment exceeds their dividend in-
come. These exemptions apply to compan-
ies whose reserves do not exceed R50 000
or 40% of their paid-up capital (whichever
is the greater) and to companies whose
profits for the year of assessment do not
exceed 5% of their paid-up capital.

The intention is to restrict this set of
exemptions essentially to trading compan-
fes. Otherwise, it would be too easy for
taxpayers to shelter dividend income from
UPT, through setting up a multiplicity of
companies for shareholding purposes.

All in all, abolition of the UPT would
effect a great simplification of a compli-
cated Income Tax Act and alleviate pres-
sure on over-worked accountants and rev-
enue officials.

It is necessary to recognise, however
(as already explained), that the UPT still
performs an anti-avoidance function, if
more limited than in the past as the result
of the enactment of section 8B and the
complete exclusion of trading income. So
its summary abolition, without concurrent
reform of the whole method of private
company taxation, is not a plausible op-
tion (FM September 26).

Any reform of this sort would involve
deep surgery on the present Income Tax
Act, but there are other cogent reasons
for such a bold move, quite apart from the
need to eliminate UPT. The Commissioner
should therefore take a deep breath and
make a firm commitment to plan for this
large area of reform.
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THE FUTURE OF TAX TAW IN SOUTH AFRICA

Annual Lecture delivered by Senator the Honourable Owen Herwood,
Minister of Finance, at the Tax and Business Law Centre,
University of South Africa, Pretoria,

on 14 October 1980

Introduction

I am particularly pleased to be invited to deliver the Annual Lecture
at the Tax and Business Law Centre of the admirable University of
South Africa on the subject of "The future of tax law in South Africa®.

As the Minister whose doubtful pleasure it is to introduce from time
to time legislation imposing taxes, it is gratifying to see the

importance attached to thé subject of taxation and to the education
of students in the intricacies qf tax legislation; but what is more

important/....
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important is that through the work done at your Centre as well as

through seminars of thig nature, people are made tax conscious or
become tax orientated.

This is particularly welcomed by the tax authorities as tax adminis=
tration is greatly assisted if taxpayers are aware of their rights and
obligations under the various tax statutes and are knowledgeable atout
the provisions of such statutes; this helps to ensure sound tax
legislation.

I notice, however, that the curriculum of your tax law programme for
1980 is silent on general sales tax. This is perhaps a pity as sales
tax is an important component of our tax structure and, as a new tax,
it is necessary not only that continued research per se should be
carried out to improve the tax but that students who are employed in
commerce, industry and banking, and who are responsible for the
application of the provisions of the Act in their business activities
should be enlightened on this branch of indirect taxation. T am sure
that the Commissioner for Inland Revenue would welcome suggestions
arising from any studies you may pursue for the improvement of this tax.
Theme/....
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a little earlier, a tax of 5 per cent on the net profit of gold mines
under Transvaal Republic regulations of 1899 was re-imposed at

10 per cent in 1902. The tax formula governing gold mining taxation
was imposed in 1936 as an additional tax over and above a 15 per cent
basic tax rate.

Tncome tax as we know it today was first imposed in South Africa in
1914, From 1914 its importance steadily increased and by 1938 the
ratio of income tax to indirect taxes was 45:55 and by 1978, before
the advent of general sales tax, the ratio (excluding gold) was 70:30.
Based on the estimates for 1980/81 the ratio for this year is expected
to be 67:33. This clearly illustrates the measure of the redressing
of the imbalance that was becoming very marked in our tax structure.
We have now reached the turning point where the overloading of one
source of revenue has been arrested and the question is, where do we
go from here?

Before looking ahead, however, let us restate the purpose of taxation.
It cannot be too often said that taxation is not an end in itself but

a means to an end,/....
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a means to an end, that is, the financing of state expenditure, and
in the least inflationary mamner; it has no profit motive and it
should be so levied that "the subjects'of every state ought to
contribute towards the support of the Government as nearly as possible
in proportion to their respective abilities, that is, in proportion

to the revenue which they respectively enjoy under the protection of
the state" - to use the immortal words of Adam Smith.

Tax has also been described by Samuel Jolnson in his Taxation No Tyranny
as "a payment exacted by authority from part of the community for the
benefit of the whole”.

Bearing this in mind, let us look at -

The road ahead and examine each of the main sources of revenue, their
shortcomings and possible improvements.

Income tax, which has been described as "intrinsically the most just
of all taxes", is also the tax which is most closely related to all

spheres/....
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assistance is used to best advantage. These days there are many kinds
of incentive allowances, such as those for the encouragement of
productivity (investment and training allowances); for exports‘(export
allowances); for economic development (such as special deductions

for industrial undertakings in economic development areas), to name

but three. Some of these concessions may, of course, have a stimulatory
effect resulting in an increase in tax yield in the long term, but
there are also other types of deductions which do not fall within the
ambit of expenditure directly linked with the earning of income.

My own view is that the final say in all fiscal matters must rest with
the fiscal authority (Treasury), including the granting of "tax
expenditures”.

Another area which will require attention (and is in fact receiving
attention) is the removal of arbitrary determinations of the value

of the income which is to be taxed. The ideal is to have fixed rules
for the determination of the value of taxable income and to remove
any subjective judgment. TFixed rules can, however, if they are

inflexibly applied,/...
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inflexibly applied, cause hardship, which must also be guarded against.
In this context I may say that I consider that the current proposals
for valuing fringe benefits, derived by employees and holders of office,
measure up very well to the criterion set, namely, that the valuation
will generally be founded on fixed rules but that there will be enough
flexibility in practice to meet the exceptional case where hardship

may otherwise be experienced.

From time %o time pleas are made for the effects of inflation to be
accounted for in the income tax law. The main burden of the repre=
sentations is that, under conditions of inflation, conventional methods
for the depreciation of assets, as laid down in the Income Tax Act, are
inadequate to provide for the replacement of assets and inventories.
This is a large subject in which I have been closely interested for
many years, but it cannot possibly be treated here. Suffice it to say
that although these pleas are partly met through the investment
allowances on machinery and plant (in addition to normal depreciation
provisions), and through the system of valuation of stock-in-trade on-

the L.I.F.0. basis,/....



- 13 -

The aspects of private company taxation which should receive special
consideration in the future are, firstly, the private company as a
vehicle for tax avoidance (or is it "avoision" - that grey area between
avoidance and evasion?) and, secondly, the necessity for neutrality

in the tax treatment of different forms of undertakings, for example,
the company versus the partnership or sole proprietor forms of under=
taking.

Does the classical necessity for the establishment of a private company,
namely, limited liability, the mobilising of capital, ease of succession,
and so forth, still hold good in this modern age? 4nd is it equitable
that by the creation of a legal entity such as a company to carry on

an enterprise a taxpayer can minimise his tax while other economic
activities such as remunerated personal services and certain

professions are incapable of enjoying an equal advantage?

A theoretically ideal means of taxing private companies was in vogue
in South Africa from 19441 to 1951. That was the system of apportions
ment whereby the taxable income of a private company was apportioned

among/ . ...
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among its shareholders and taxed in their hands at the rates of tax
applicable to the individual shareholder on his total taxable income
including the apportioned amount. The apportionment was made
irrespective of whether or not dividends were paid by the company.

The system was fraught with certain administrative difficulties but it
did attain neutrality in the taxation of business enterprise, whatever
the form of the undertaking, and obviated the need for trying to force
out’ a reasonable dividend declaration for taxation in the hands of the
shareholder. The apportionment system, as it was then applied, had
certain practical disadvantages and was abandoned because of those
shortcomings, and for other reasons. With the advent of computers

it is quite feasible that the previous administrative difficulties

can be overcome and this approach to the taxing of private companies
merits closer scrutiny for future years.

Other matters which will continue to receive attention are, first, the
efficacy of the concept of "source" as a basis for arriving at taxable
income and, second, whether the machinery for the collection of income

tax can be improved.
The alternative/....
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or separately to the taxpayers, while in Belgium, France and Portugal
the unit is the family. In South Africa the unit has, since income
tax was first levied, always been the married couple. This system
whereby the incomes of the spouses are aggregated and taxed in the
hands of the husband, is not, as is often alleged, based on an old-
fashioned concept of the inferiority of the married woman, but merely
follows the general practice of the majority of South African couples
that the income of the wife supplements that of the husband to form
the combined means of the household.

The taxation of the income of married women which has long been a
vexed question, especially with those in the higher income brackets,
has been considered repeatedly by various commissions and committees.
Although they have consistently recommended the retention of the
existing system, nothing in this changing world is static and least
of all tax systems. Accordingly, the tax position of married women
i3 constantly being reviewed as is evident from the design of the
latest income tax return forms which is aimed, inter alia, at
obtaining greater clarity in regard to the incomes of married women.

The Franzsen Commission/....
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The Franzsen Commission of Enquiry into Fiscal and Monetary Policy

in South Africa, while recommending the retention of the existing
system, also conceded that, when a married woman leaves the house to
earn income, the family has to do without her domestic services and
thus has additional expenses. The Commission accordingly expressed
the opinion that in such a case the contribution made to the unit's
means by the wife should be regarded as gross and not net and that,

in comparison with the family in which there is only one breadwinmer,
this family's ability to pay tax is smaller in respect of an equal
gross income. The Commission's recommendation that, to compensate

for this situation, a maximum amount of R500 of the wife's earnings
should not be taxed, was accepted and the exempt amount has since been -
increased from time to time until, for the 1981 tax year, it comes v
to R1 200. In practice this has the effect of reducing the couple's
tax burden in the lowest income categories by R96 and in the highest
brackets by as much as R600. -

In a report/....
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married couples without children whose combined incomes do not exceed
R12 000, will have to pay more tax than at present. This is the
category into which most newly-weds fall. The tax will only be reduced
in those cases where the combined income exceeds that amount. When
cognisance is taken of the fact that, according to the latest available
statistics, 82,77 per cent of all married texpayers have incomes of

R12 000 or less and that the minority of married persons will benefit
therefrom, it is e¢lear that such a system will not be acceptable.

When the taxation of the incomes of married couples is considered,
the equity principle must never be disregarded. Apart from the
concession made upon the recommendation of the Franzsen Commission
to compensate for additional expenses, there should be no difference
between the tax psyable on equal incomes by different family units.
It cannot be justified that 'a household with only one breadwinner
who through increased efforts earns a given amount of income, should
pay more tax thereon than the unit where the spouses jointly earn

an equal/....
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an equal expendable amount, merely because in the latter case the
incomes are taxed separately and, therefore, at lower rates. TIncome
tax, as the name indicates, is a levy on income and the composition
thereof or social factors should not affect the amount of the tax
payable.

It is, however, not only the problem of finding an acceptable system
which has to be taken into account. There are also serious practical
and logistic difficulties which will have to be overcome. It is
estimated that the introduction of any system of separate taxation

of spouses will result in an immediate increase of approximately

25 per cent in the fotal number of taxpayers from whom returns of
income will have to be obtained and to whom assessments will have to
be issued. To accomplish this would not only require additional
accommodation, but will also necessitate a substantial increase in
staff. Serious difficulties have for many years been experienced in
recruiting sufficient and suitable staff to handle the existing work-load
as well as firding sufficient accommodation to satisfy existing needs

and these problems/....
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As a country becomes more self-supporting and is less dependent on
imports, so the fiscal role of customs duty diminishes. Excise, because
of the limited range of goods it can be applied to has a restricted
growth potential and can run into the danger of overloaded rates which
in turn can prove to be counter-productive.

Taxes on consumption are nothing new and there are indications that
they existed in the middle ages (probably in the form of a tax at
production level). In his In Praise of Folly, Desiderius Erasmus,
the Dutch humanist, said -

"A good prince will tax as lightly as possible those commodities
which are used by the poorest members of society, for example,
grain, bread, wine, clothing and all other staples without
which human life could not exist".

I think that we have succeeded in meeting Erasmus's wish in that our
rate of sales tax is ome of the lowest in the world and for as long
as it is possible, I intend keeping it that way. Any additiomal yield

that may be required/....
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that may be required from this tax should rather first be sought from
the broadening of the tax base by including more services in the tax
net and by the economies derived from the ever more efficient
administration of the measure. A sales tax, in whatever shape or form,
is by nature regressive and it is therefore a tax which must be closely
watched %o prevent it from becoming burdensome.

I believe we have succeeded in making the administration of the general
sales tax for the private sector, which has to collect the tax, as
simple as possible so that the cost of tax collection to the business
enterprise is minimal and does not affect the prices of commodities.
The general sales tax has been in operation for just over two years,
and I am glad to say, due to the thorough preparations made in advance
of its introduction, as well as the close co-operation received from
the business community, very few amendments to the principles contained
in the Sales Tax Act have had to be made.

The sales tax/ce..
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on wealth as such is not commendable. When, however, enrichment takes
place either by the realisation of capital assets or the transfer of
capital assets from one person to another on death or by donation
inter vivos, a new situation arises and consideration should be given
as to whether, and if so how, the realised gain or the transference

of wealth should be taxed. Transfer of assets from one person to
another is already covered by donations tax or estate duty and for
purposes of this lecture we need only concern ourselves with the
question of gains (and losses) on the realisation of capital assets.

The taxation of transferred wealth or realised capital gains has
exercised the minds of tax authorities and tax commissions all over
the world for many years. The variations on the theme are legion and
range from the views of the Royal Commission on Taxation ~ Canada
(the Carter Commission) on the one extreme, namely, the comprehensive
tax system whereby 'capital' gains on the disposition of property are
to be included in the ordinary income tax base, to the views of the
Franzsen Commission in South Africa, which recommended a very limited

capital gains tax/....
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capital gains tax on gains arising from the disposal of marketable
securities and fixed property, which tax would be levied at the
comparatively modest rate of 20 per cent.

It is interesting %o note the concluding remarks by the Commission
in making their recommendation, namely, paragraph 312 of the
Commission's First Report -~

"An evaluation of any tax viewed in isoclation can easily lead to
either condemnation or excessive commendation of the tax beyond
the limits of the impact and purpose intended. The proposed tax
on capital gains should be seen as part of a comprehensive
arrangement in connection with a reformed tax system ve.evec..
When relief of normal taxation on earned income and profits
which are not of a capital nature is recommended, it follows
that a broader base will have to be sought in order to maintain
the fiscal productivity of the system as a whole and to build
equity into the system as a whole'.

No final decision/....
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Wat moet ons langtermyn beskouing oor fiskale maatrefls wees?

In die eerste instansie moet belasting nie m politieke speelbal wees
nie soos ons in die jongste verlede sien gebeur elders in die wéreld
waar n verkiesing voorhande is. Belastingtoegewings wat in sulke
omstandighede gemaak word het eerder politieke bevoordeling as bevoors=
deling van die belastingbetaler in gedagte en kan enersyds van korte
duur wees tot na die verkiesing of kan andersyds nadelige ekonomiese
gevolge hé. Verder moet tydelike meevallers nie as grondslag dien
vir belastinghervorming nie. Meevallers is soos mdre-mis en kan net
so gou verdwyn terwyl hervorming standhoudend moet wees ten einde
beplanning deur belastingbetalers te vergemaklik; dJdaar moet dus
sekerheid en stabiliteit in m belastingstelsel wees.

Omdat belastings in een of ander vorm indring in alle fasette van
ekonomiese bedrywighede is dit noodsaaklik dat daar voortdurend
krities na gekyk word dat hulle tred hou by veranderende omstandighede.
In hierdie verband kan u Sentrum n waardevolle bydrae mask deur die
resultate van u objektiewe navorsing in die belastingreg aan die

belastingowerhede/....
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belastingowerhede ocor te dra. Ek kan u verseker dat deeglike aandag
daaraan gegee sal word.

Daar word dikwels gevra of ons nie m eenvoudiger belastingstelsel kan
invoer nie. Dit is so dat dit nodig gevind word om van tyd tot tyd
hoogs tegniese bepalings in ons belastingwette in te voeg. Die rede
daarvoor is dat die groei van die landsekonomie nuwe situasies tot
stand bring en belastingwette; net soos ander wette, nie stagnant ken
bly nie en gewysig moet word om met die nuwe situasies tred te hou.

In Suid-Afrika, soos in ander lande, word belastingwette al hoe meer
gebruik vir ekonomiese doeleindes en is nie meer suiwer belasting=
maatreéls nie. Die noodsaaklikheid van billikheid, sekerheid en
helderheid in ons wetgewing is m ideaal waarna ons voortdurend moet
streef, Hierdie probleem word ook in ander lande ondervind. Im ™
oorgese tydskrif lees ek dat "the three main canons of taxation are
equity, certainty and intelligibility ..... There has been a failure
to strike the right balance. ZEquity must be balanced with simplicity
and intelligibility. However, we accept that it is unrealistic to
suppose that a taxation system in a complex society can be simple, as

the word is generally understood"”. i
- Daar is nie/....
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Daar is nie so-iets scos n volmaakte belastingstelsel nie. Wat vir
die een aanvaarbaar is, is vir die ander aamnstootlik. Daar is ook

nie so~iets socos ' onveranderlike belastingstelsel nie; die lewe en
ekonomiese aktiwiteite bly nie staties nie; hoe kan m staatsaksie wat
juls alle fasette van die menslike en ekonomiese aktiwiteite deurdring
of asntas, dan staties bly?

Die toekoms van belastingreg in Suid-Afrika sal dus daarin geleg wees
dat belastinghervorming 'm deurlopende taak moet wees in ons strewe om
die bepaling van belasbare inkomste vir inkomstebelasting duidelik en
eenvoudig te formuleer; om by die belasting van verbruiksbesteding
die doelstellings van eenvoud en billikheid steeds na te jaag; om

in die geval van ander belastings te wask teen proliferasie maar om
doeltreffende eksploitasie van bronne na te streef en om deur middel
van al hierdie ideale ' lae totale belastinglas tot stand te bring.

Dit is voorwaar m formidabele taask om n algemeen aanvaarbare ideale
stelsel te vind wat Burke so lank gelede as 1775 genoop het om te sé
dat om te belas en almal tevrede te stel net so onmoontlik is as om

terselfdertyd/....
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terselfdertyd verlief en rasioneel te wees. Dit is net nie vir
' mens beskore nie.

I have sought, in the space of one short lecture, %o give you an
insight into official thinking at this time on some issues affecting
tax law in South Africa. It goes without saying that there are a
number of other fiscal issues - both actual and potential - which

the exigencies of time and space prevent my mentioning, but which are
under constant surveillance by the Standing Commission on Taxation
Policy and the Commissionersfor Inland Revenue and for Customs and
Excise and their dedicated staff, to all of whom I pay tribute on
this appropriate occasion.

ISSUED BY THE INFORMATION SERVICE OF SOUTH AFRICA AT THE REQUEST
OF THE MINISTRY OF FINANCE.

UITGEREIK DEUR DIE INLIGTINGSDIENS VAN SUID-APRIKA OP VERSOEK VAN
DIE MINISTERIE VAN FINANSIES.

PRETORIA

14 Qktober 1980
14 October 1980
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No final decision on this recommendation of the Frangsen Commission
was ever taken, but the Standing Commission on Taxation Policy
recently considered the matter and made recommendations to me.

Although the introduction of a capital gains tax will not automatically
resolve the question of distinguishing between capital snd revenue
accruals - the matter is far too complicated (as is evidenced by the
mass of cases decided by the Courts on this issue) to lend itself to
a generally acceptable definition ~ it is not inconceivable that as
experience is gained, gains made within certain parameters could be
more closely defined as being of a capital nature and brought four
square within the ambit of a capital gains tax, thereby removing them
from any question of liability for normal income tax. To that extent
the element of doubt and uncertainty attaching to all capital
transactions would at least be removed from transactions falling
within the defined parameters.

The Govermment is in no way committed as to a possible tax on capital
gains, however the concept may be defined. Nevertheless, I believe

a useful purpose/....
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a useful purpose can be served by having a public debate on the issue,
as was the case with sales tax and the proposed taxation of fringe
benefits. But first it is necessary to complete the last round of
consultations on the fringe benefits tax issue, and to resolve that
issue for the future.

Belasting op trangaksies is seker een van die takke van belasting=
heffing wat nie na reg aangeslaan word nie; dit word geheel en al
geringskat. Die belastingreg met betrekking tot seélregte, hereregte,
belasting op koop en verkoop van handelseffekte word maar stiefmoederlik
behandel en ditis hoog tyd dat ons weer hierdie belastingbronne van
naderby en krities beskou of hulle in n moderne belastingopset nog
bestaansreg het en, indien wel, of hulle ten volle eksploiteer word.

m Belastingstelsel kan mank gaan aan n proliferasie van belastings

wat nie alleen administrasie bemoeilik nie maar ook m ergenis vir die
belastingbetalersbevolking kan inhou.

Wat moet ons/....
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The sales tax is likely to play an ever-increasing role in budgetary
considerations and, as I said in my introductory remarks, more attention
should be given to it in any academic research into taxation. The
philosophy underlying it is completely different from that of a tax

on income. Where the latter is based on a concept of taxable income
arrived at by the deduction from income of expenditure and losses
incurred in producing that income, a sales tax does not depend on the
profitability of the commodity sold or taxable service rendered.
Exclusions from the tax are based mainly on considerations of preventing
an undue escalation of the tax in the form of a tax on tax as the
commodity passes through the various manufacturing and distribution
channels.

The question may well arise in the future whether a value added tax
system (VAT) of sales tax might be preferable to that which we have
and then the same test will have to be applied as was done at the time
when the choice fell on the general sales tax. VAT will have to more
than measure up to general sales tax as to ease of administration and
the productivity of the tax and, in the Africa context, it will have

to pass the test/....
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to pass the test that it is "most consonant with the circumstances and
sentiments of the country". I doubt whether VAT will be able fully to
measure up to these criteria but the future will tell.

It may be of interest to add that with the development of the concept
of a constellation of states in Southern Africa, it will be desirable
to harmonise the sales taxes imposed by the various member states.

To give depth to a country's tax structure, taxes on wealth cannot be
ignored; certainly not in a rational discussion of taxation.

This is not a soclalistic view but accords with the principles of a
free enterprise society where there are no limits to the extent to
which wealth can be acquired, but that does not mean that wealth should
be left strictly untouched by the fiscus if the object is to spread

the tax burden evenly over all economic activity, be it consumption
spending, the earning of income or the acquisition of at least certain
forms of wealth. My own view is that in our type of society a tax

on wealth/....
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and these problems have been exacerbated by the introduction of sales
tax which has placed an added burden on the available trained and
experienced staff. Accordingly an immediate drastic increase in the
number of persons on the income tax register can hardly be faced under
present circumstances.

In conclusion it may be mentiocned that, although only a relatively
small proportion of the 1980 returns has as yet been processed, an
analysis of the data which have already been obtained, has revealed
some interesting facts. Thus, it has been shown that, while at the
time of the 1976 investigation 34,7 per cent of married women earned
salaries, that percentage at present comes to 39 per cent, which seems
to indicate that the existing system does not, in fact, deter married
women from taking up employment as is so often alleged. In additiom,
the processed returns have shown that where both spouses earn salaries,
the average income of the married couple amounts to R10 461 of which
the wife, on average, contributes R3 138.

And what of the future?/....
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And what of the future? Let me repeat what I said earlier on, namely,
that nothing, least of all tax systems, is static in this changing
world. The search for the ideal tax system is the never ending task
of tax authorities in South Africa as well as in other countries and
it is interesting to note that in some countries where separate
taxation of husband and wife is in operation, the search for better
means of taxing the family unit continues.

We are therefore not merely adopting a negative attitude and leaving it
at that, but we are continuously searching for the best solution.

Indirect taxes play an important role in the tax mixture. Up to fairly
recently South Africa's most important indirect taxes were customs and
excise duties.

Customs duties, apart from their revenue aspect, also have an imporftant
economic role in protecting local industry in certain defined circum=
stances, while excise duties can and are also used as regulatory measures.

As a country/....
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In a report which was tabled in Parliament during the 1976 Session,
the Standing Commission on Taxation Policy again recommended the
maintenance of the status gquo and concluded that the main cause for
the dissatisfaction with the system could probably be ascribed to the
high marginal rates of income tax prevailing at that time, and I would
like to quote the final paragraph of the Commission's recommendation -

"The Commission strongly supports the view that, instead of further
eroding the tax base by separating incomes of spouses, every
effort should be made to bring nearer the attainment of the
ideal of a general decrease in marginal tax rates, thereby
conferring a benefit upon all sections of the taxpaying
population while at the same time meeting the complaints
against the high marginal rates which in the higher income
groups result from the addition of a married woman's income
to that of her husband"”.

The rates of personal income tax have since been substantially reduced
and this, together with the increase in the tax-free portion of the

wife's earnings,/....
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wife's earnings, has the effect that the earnings of married women will
in future be taxed at much lower effective rates than previously.

This is illustrated by the fact that, to quote but two examples, whereas
at the time of the report, the earnings of a wife earning R8 000 per
annum were taxed at an effective rate of 32,23 per cent if her husband's
income amounted to R10 000, the effective rate on such earnings will,
under the same circumstances, be only 20,25 per cent for the 1981 tax
year; where a husband earns R20 000 and the wife R10 000, the effective
rate of 50,72 per cent on the wife's earnings in 1976 will decrease to
32,80 per cent for the 1981 tax year.

One of the main obstacles preventing the summary introduction of a
system of separate taxation for married couples, is the difficulty of
devising a generally acceptable system which, while not increasing

the tax burden of the single-breadwinner-family, would at the same
time not result in an unacceptable loss of revenue. A system which
continues to tax the spouses as unmarried persons after their marriage
will, if +the 1981 rates are applied, have the effect that all those

married couples/....
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The alternative to taxing residents of the Republic on income derived
solely from local sources is to tax them on all income wherever it is
derived, as is done in many other countries. The problem is really

one of double texation, as the country in which income is derived has

a prior right to tax that income, and if the person deriving the income
is a resident of another country and that country also taxes the
income, thébcountry of residence must normally give relief for the tax
paid in the country of source. Hitherto it has not been considered
advantageous for South Africa to go over to the world basis, by reason
of the comparatively low rates of tax prevailing here. The source
concept makes for simplicity of administration. However, with the
emergence of independent countries on our borders, changed circumstances
nay well indicate a necessity for a reappraisal of the method of
determining taxable income.

The PAYE system of tax collection has proved to be reasonably successful.
The payment of tax on income at about the time the income accrues and
before it is disposed of is less painful to the taxpayer than payment

on assessment/....
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on assessment at a considerably later period. It may well be
advantageous both to the fiscus and the taxpayer to extend the system
of withholding tax from income payments to income in the form of
interest or dividends. There are difficulties, but a simple with=
holding system has, with the general use of computers, become feasible.

Before finally leaving the discussion on income tax, there is an issue
which has become very emotive of late and on which I feel constrained
to say something. I refer to the question of the tax treatment of

the income of married women and I ask your indulgence if I should
dwell on this at some length.

The unit chosen for taxation is an important factor in and characteristic
of any system for the taxation of personal income. This "unit" can be
the individual, the married couple or the family with "family" narrowly
or widely defined. Countries like Australia, New Zealand and Canada
prefer the individual. The United Kingdom, United States of America

and West Germany leave the choice whether they wish to be taxed Jjointly

or separately/....
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the L.I.F.O. basis, I am not yet convinced that a method for the
determination of taxable income based on financial statements drawn up
on the Current Cost Accounting basis of accounting for inflation is
acceptable at this stage. The same applies to pleas for indexation

of income tax rates and rebates. These seem to me to be a surrender
to inflation rather than a procedure to combat it.

We should bear in mind that state expenditure is also subject to
inflationary influences and if the shortfall between an inflation-
indexed tax yield and inflated expenditure is to be met by increasing
the pre-index tax rate, we would, it seems, be back to square one.

The alternative would be to finance the shortfall by means of borrowing,
which would most probably add fuel to the inflationary fire. One can,
of course, understand that in a case of runaway inflation, such as in
some South American countries, indexation could be resorted teo for
political rather tham for econcmic reasons. But that is something else.

Whatever one's views, it is clear that we have not heard the end of the
depreciation of capital and of indexation in the context of income tax

law under conditions of inflation.
In my view/....
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In my view we should continue to exercise all reasonable discipline in
State spending so that the lowest possible tax compatible with
budgetary requirements can be achieved. Coupled with the efficient
exploitation of tax sources, and the spreading of the burden of
taxation as broadly and as equitably as possible, tax rates can be

kept low without artificial means. We must cure the malady rather than
keep on giving the patient ineffective medicine while his condition
deteriorates.

Another aspect of income tax law which T wish to comment on for future
consideration is the question of taxation of companies, and especially
private companies. I understand that Professor J.B.J. van Rensburg

of your University has already done some valuable research in this
direction, the results of which were published in his treatise

"n Bvaluasie van die Suid-Afrikasnse stelsel van maatskappybelasting
met besondere verwysing na die privaatmaatskappy/aandeelhouer
verwantskap'.

The aspects/....
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spheres of economic activity and the indications arve that in modern
developed countries it will remain the main tax vehicle of govermment.

Tts effectiveness may, however, be weakened in that its main purpose
as a tax gathering device can become frustrated first, by its becoming
unnecessarily complicated due to constant attempts at its avoidance

or evasion, resulting in the tax authority's efforts to thwart such
attempts, and second, the constant erosion of the base on which the
tax is levied by concessions and exceptions given for economic and
social purposes.

Where this happens a distortion of the effects of the tax rates comes
about in that certain sectors of the taxpaying population will pay tax
at a lower effective rate than others on similar trading results as

a result of extra balance-sheet allowances.

The question arises whether the time has not arrived for a hard look
to be taken at these tax concessions or "tax expenditures”. By tax
expenditure is meant those tax deductions which do not fall within

the general scope/....
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the general scope of the formula for determining taxable income but
which, in effect, diminish the amount on which the tax is normally
levied; in effect therefore tax revenue is forgone, which is
tantamount to expenditure against a higher tax revenue, and which
should more appropriately have been featured in the estimates of
expenditure to be defrayed from tax revenues. This would have brought
the item under constant Parliamentary control and scrutiny whereas
now, a tax concession once approved and embodied in the Income Tax Act
is automatically granted in the téx assessment process and the amount
of revenue forgone is not again subject to Parliamentary scrutiny

to establish whether such expenditure is justified in the light of
results attained through the granting of the concession.

A question which is also sometimes asked is whether ftax concessions
should be continued in their present form or should be removed from
tax law, with equivalent appropriations being provided on the votes
of the various departments which, some argue, may be in a better

position than the tax authorities to ensure that this kind of State

assistance/....
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Theme

The theme of my lecture is "The Future of Tax Law in South Africa’.

I do not profess to be clairvoyant and therefore do not intend making
a dogmatic prognosis of the future tax structure of South Africa, but
will rather discuss some tendencies in taxation and developments in
tax thinking as pointers to what the future may hold. To do this,

we must look back along the road we have come, assess the present
position and restate the purposes of taxation.

Modern taxation has its roots in ancient history and has come a long
way from the early systems of Tolls and tithes. It has developed
universally in four main streams - taxes on income; taxes on goods

and services, either at production or at import level, for example,
excise and customs duties, on consumpbion, for example, sales tax in
i%s various forms; taxes on wealth; and taxes on a diversity of
transactions in the form of stamp duties, transfer duty, fees of office
and various para-fiscal charges levied at the different levels of
government.

Each country/....
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Each country will adopt those tax measures which, in the words of

Thomas Jefferson, "are most consonant with the circumstances and
gsentiments of the country". Although we may profitably learn from

the experiences of others, the trite saying that "comparisons are
odious" is nowhere more applicable than in the case of tax rates and
structures unless all the surrounding circumstances, such as the state
of development of the country, its likely tax sources, distribution of
wealth, and so forth, are taken into account. It is, therefore, not
always possible to transplant one country's tax system to amother
without adapting it to "the circumstances and sentiments of the country'.

In South Africa the earliest form of taxation was transfer duty, which
was first imposed on 21 January 1686 by Governor Simon van der Stel on
the sale of property by free burgers. In 1798 this tax was re-imposed
by Viscount MacCartney at 4 per cent on fixed property and 2/ per cent
on buildings. The development thereafter was mainly in the form of
stamp duties and customs and excise levies. Under the 1908 Gold Law

of the Transvazl lease considerations were derived from gold mines and,

a little earlier,/....
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getting married next week

because she

separate taxation was on
| its way.

Give married working
women the option of
being taxed separately
or jointly. This has
been the general reac-
tion from women in
the wake of a speech
made by the Minister
of Finance, Senator
Owen Horwood this
week, in which he said
the present system of
joint taxation would
continue,

In his speech the Minis-
ter said that if separate
tax was introduced, 83
percent of all married
working couples  would
pay more tax. He -said
that separate tax would
therefore benefit a mi-
nority.

‘*The Minister could

bracket the option of
c¢hoosing to be taxed
tbogether or separately,”
said Mrs Margaret Less-
ing, consumer affairs ex-
pert, top businesswoman
and member of the Presi-
dent’s Council.

“He ignored the sensi-
tive fact that under the
present system  women
have %o give details of
their earnings to their
hushands while hushands
do not have to do the
same. Alsp the husband
gets the rebate.”

Secorn

She pointed out that fin
May this year, the South
African  Federation of
Business and Professional
Women passed a resolu-
tion which stated that if
married women were not
considered to have a tax
identity, they should not
have to pay PAYE.

The resolution wa
to -the Minsiter o
nance.

Mrs Adele van der
Spuy, champion of
women’s rights who has
been fighting for separate

CHARLENE LEIBMAN —
thought

VWUNIEN'S PAGE

“separate tax is not high
on the priority list.” *

Tax: Give wor]
women the option

DR JOOP DE LOOR —

DR LEONORE VAN
RENSBURG — “lef’s have
a national congress to call
for a new tax system.”

Leading South African women have made
some sensible and practical suggestions

for implementing a new tax system in the
wake of Senator Owen Horwood’s statement
that the present system of joint taxation
would continue, reports SUE GARBETT.

taxation for six years
said: “That 17 percent of
the population that Sena-
tor Horwood is scorning
produces over 90 percent
of the revenue which he
uses to run this country.

“One cannot justify a
real injustice against one
‘sector by projecting an
imaginary injustice
against another sector.”

Mrs van der Spuy
added that she was not
depressed by the Minis-
ter's speech, “because I
know we're going to get
separate taxation. It’s just
a matter of time.”

Dr Leonore van Rens-
burg, who is on the execu-
tive committee of the
Women’s Medical Associa-
tion and who has twice
led delegations to Depart-
ment of Inland Revenue
officials and to the Minis-
ter in an effort to get the
tax system changed, said
she was “terribly disap-
pointed” by Senator Hor-
wood's speech.

‘““We’'ve asked that
women be allowed to
choose to be taxed se-
parately or together. Mar-
ried women really cannot
continue to work under
this present system.”

Separate

Dr van Rensburg called
for a national congress to

.be held where women
~ could call with a united

voice for a new tax sys-
tem,

Mrs Helen Suzman, MP,
who has made a point of
looking after women’s
interests in Parliament,

said. she was not surprised
by the Minister’s speech.

“‘I don’t think these
men realise it is not only
financial implications that
are important. Women
also want a separate tax
identity.”

She reacted to the Mi-
nister’s remark that it was
the general practice of
the majority of South
African couples that the
wife’s income supplemen-
ted the husband’s by
saying, “That may have
been the case 20 years
ago. It is not the case
today when so many
women supply a substan-
tial part of the family
income.”

“I'm shattered,” wailed
Mrs Charlene Leibman, Ma-
naging director of a Jo-
hannesburg  engineering
firm. “Im getting married
next week on the assump-
tion that separate taxation
was on its way.”

Cheesecake

Mrs Leibman has been
living with a divorced
man who has children
because they estimated it
was prohibitive for them
to marry under the
present tax system.

“How can I carry on
working? Here I am doing
a man-size job, employing
lots of engineers and now
it looks as'if I'll have to
stay at home and bake
cheesecake.” . '

ing..

MARGARET LESSING -
“give women the option or
choosing to be taxed to-
gether or separately.”

He said Senator Hor-
wood’s remarks were not
the end of the road for
women wanting a new tax
system.

“They are conclusive
for the time being — say
the next couple oi years.
Our hands are so full of
other things that separate
tax is not high on the
priority list. But it will
move up later on,” he
said.

Logistics

When I asked Dr de
Loor why the SWA/Nami-
bia Administration could
introduce a form of sepa-
rate taxation as it did
earlier this year, to en-
courage married women
to returmn to work, amd
not South Africa, he
paused before replying
and said, “That’s very
interesting.”

He saild SWA/Namibia
had a limited number oi
income taxpayers an-
therefore did not have
the logistic problems in
implementing a new syc
tem.

“Logistics is the main
problem facing us,” he
saidy

Professor Sandra van
der Merwe of the Gradu-
ate School of Business
Administration at the Uni-
versity of the Witwaters-
rand said, “This approach
to logistics is a short-term
view. We need a rationali-
sing of systems. A more
management - orientated
approach to this problem
(of dealing with extra tax
forms) could cut down on
administrative problems.”

But “Dr Joop de Loor,

Director ' General of Fi-
nance had some crumbs

of comfort. ,



tamn taxes on wealth. The free enterprise
ethos “does not mean that wealth should
be lett strietly untouched by the fiscus tf
the object is to spread the tax burden
evenly over all economic activity.”
Noting that transters of wealth by death
and donatton were already taxed through
ostate duty and donations tax. Horwood
harked back to the first report of the
Franzsen Commission, which recommend-
od the introduction of a CGT (at « rate of
20°4), to provide tor the remaiming contin-
gency of wealth accrual through realised
capital gains on shares and property.

No commitment

The Standing Commission on Tuaxation
Poliey recently considered the (G iSsue
and has made *certain recommendations’’
to Horwood. But the governnient s “'in no
way committed ",

It & CGT were introduced, consideration
mught be given to detine gans made
within certan parameters™ as heing of a
capital nature and Cbrought four square
within the ambit of a CGT. thereby re-
moving them from any question of habil-
1ty tor normal income tax.” As recently
explained by the FAf {September 26)
“there 15 at present often uncertainty about
the tax implications ot the sale of shares
Or property. so that any action on CGT
should be hatanced hy introducing more
objective criteria for distinguishing in-
come from capital gains. Horwood's for-
mulation suggests that he sees logie in !
this viewpoint.

On the question of the relationship be- -
tween direct (1e income taxes) to indirec:
taxes, Horwood noted some progroess: in
1978 hetore the introduction of the general
sales tax (gst) the ratio of direct to
Indireet taxes was i 1o 30 excluding the
contribution of gold to tax revenue. Jased
o the estimates tor 1usy 81, the rat tor
the current yeav iy expected to he 67 to 33,
fhus “the overloading of one source ol
revenue has been arrested.

Tax avoidance
Horwood noled the use of private com-
pames as a4 means tor tax (‘IV()I(’;IIY(‘(‘,
meatimng with approval the old sysiem
ot apportimment ot private company in-
come ain torce from 1941 to 19511, which
while “‘theoretically ideal”. was fraught
with adnnnistrative comptexity. Lul (e
advent ot the computer made it possible
tn look again at this systen.
A sound system of faxing private com-
panies would ensure that they would he
| tormed onlv tor non-tiscal purposes, like
achueving imited habibty, more conve-
b ment suceession and more effective” mo-
] bilisation of capital (1M, October 10). |
. Anothier extension of the fax system |
P would tollow it SA abandoned the concept |
10t “source” as the basis for income taxoes |
{#nd moved to tax on a world-wide hasis as -
many other countries do,
' The present system of collection could

also bhe nnproved. with the possibility of
withholding payments on dividends and
tnterest akin (o PAYE on earnings
through salary.

Un married women's tax. Horwood de-
feaded the svstem of taxing the married
couple as a unit, He pomnted out, as an
sbstacle to introducing separate tax for
married women, “the ditficuity of devis-
Ing & generally acceptable systent which,
while not iereasing the tax hurden of the
sngle-breadwimner familv, would at the
same me not result in an unacceptahle

loss of revenue,” ‘The administrative ditti-

culties of scparate tax for women would
also be formidable.

Horwood also felt that the svetem of
special deductions dike ini. .ment
allowances) had gone too (5wt conse-
quent erosion of the fax k.o, So some
pruning ot this type of concession can he
expected. He also felt that it might he
better to require Parliament to approve
such special deductions annually, rather
than onec-and-for-all as at present.

The proposed tringe benefits legislation
also got a mention. as a sound example of
“the removal of arbitrary determmations
of the value ot income.” But the rules
Would he Hlexible enough in practice to
meet exceptional cases of hardship.

Viewing this fiscal programme all in
all. a guiet e tor the more atiluent class
of taxpaver hardly seems in prospect.

TAX REFORM

i the bridge
View f_rF?wmn 'ELb" lg

The private sector is unlikely to be en- -
amoured of some of Fianance Minister
Owen Horwood’s ideas this week on tax
reform. But in an address on the subject
he did, on balance, leave some hope tlllat
there could also be further compensating

reductions in the top marginal rates.

To take the bad news first, in the

i annual lecture at Unisa’s Tax and Bust-
ness lLaw Centre, Horwood fired gnother
warning shot over the capital gamsvt'ax
(CGT). While rejecting the concept of a
tax on wealith itself, he observed that it

- was “‘not socialistic”” to contemplate cer-




STATE REVENU

Skimming t FeM t‘:re rg
Having exceeded R5 000m in-;bllie° '§e fis-
cal months to the end of August, state
revenue figures released by the Treasury
indicate a rising buoyancy within the do-
mestic economy, despite the decline in the
trade surplus.

The abolition of the import surcharge
sliced nearly R100m off customs revenue,
yet receipts from this source are more
than R70m higher than they were in the
April/August period last year, reflecting
the sharp rise in imports. .

Internal revenue for the five-month pe-
riod rose 45% to R4 770m, with the income
tax portion amounting to over R3 000m.
This includes the August month-end tax
payments, of which about R2 000m was

estimated to have flowed, from the private
sector, coming mainly fron the gold min-
ing companies. This constitutes the high-
est single tax flow jn the country’s
history. .

The increase in dividend distributions
abroad, also mainly a function of the
healthy profits of the gold mining compan-
ies, -is reflected in a 60% rise in non-
resident shareholders tax receipts to
R99m. And there appears to have been an
increase in the volume of profit distribu-

tion locally, with state income from undis-

tributed profits tax dropping to less than
half last year’s levels. -

Revenue from marketable securities tax
has doubled over last year to R13m. And
transfer duty revenue, at R58m twice ds
high as in 1979, testifies to the buoyancy of
the property market. -

Export duty on diamonds, however, has
dropped by more than 50%. Treasury
sources say this indicates a fall-off in the
volume of South, African diamonds being
sent by De Beers for sale in Europe and
could imply a stockpiling strategy in an-
ticipation of -a downturn-in sales.

The clearest indication of the rise in
aggregate demand ‘comes from gst re-
ceipts. This is backed up by the fact that
private consumption expenditure has in-
creased at an annualised 11% in the last
year, At R640m, gst receipts are 34%
higher than they were by August 1979.

Total inland revenue for the first five
months of the 1980/81 fiscal year is al-
ready close to 50% of the amount budget-
ted for the whole year. With another
major mining company tax payment due
in March, there is a strong possibility that
the government’s real borrowing require-
ment may be lower than the stated
amount. Any adjustment of it, however,
will depend on the view taken by the
authorities of money supply and interest
rates.

One disturbing factor revealed by the
Treasury’s figures is that direct taxation ’
of income is currently responsible for 60%
of total revenue. This is still out of line
with the generally accepted ideal of direct
and indirect ‘taxation contibuting to total
revenue on a 50/50 basis.



By rhett
A woman has for the first time been
d to

e

of inquiry into: taxation - policy.
She-is Mrs Kate Jowell,: assistant

director..of  the: ‘University ‘of Cape

Town's . Graduate School -of Busxness
Three: other appointments.to’ the

commission were .announced by the,

Department of Information in Pretona.

today:

They are Dr Simon Brand, Mr H V:‘
Hefer and Mr D Keys.

Dt Bfand, the Prime Minisvefs -
economic; adviser, has. been -appointed
for an indefinite  period " while the
other three. have bsen appointed for a
three-year period

Mrs “Jowsll who is one’ of. only
t;vo women' on the Mmpomr Commis-
sion,
Manpower. Developmeut a.ud -‘Manage- -

 ment in South Africa to MBA students
and exectitives,

She is on a sivmonth :sabbatical ..
from UCT, four months of which are

being spent as a visiting fellow at'the ..

Sloan School 0f Managefment gt the

in Boston, >
She saxd fmm Newr York she was*

been given’ the ‘chaiivee’ to take part °
in our continuing debate.”
' MrsiJowell, who spent threée years
a8 a Fleet Street findncial journalist,
has also been a tax assessor, -

Mr Hefer s a member of a Johan-
nesburg £ of accountants and Mr
Keys is chaixman of Natmnal
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.. - DEPARTMENT OF FINANCE

No. 2177 - . 24 October- 1680
APPOINTMENT ' OF "ADDITIONAL MEMBERS
OF THE STATE PRESIDENT’S STANDING COM.
MISSION OF INQUIRY WITH REGARD TO THE
TAXATION POLICY OF THE REPUBLIC -

It is heréby notified for general information that the
State President deems it necessary to extend the exist.
ing number of members of the above-mentioned Com.- .
mission and it has pleased him to appoint Dr Simon
Streicher Brand, Chief: Financial Policy of the Depart-
ment of Finance, as a member of the said Commission
for an indefinite period, as well as the following per.
sons each for a period of three years ending on 30

June 1983:
Mr Herciiles Viljoen Hefer.
Mr Derek Lyle Keys. .-
Mrs Kate Jowell.. o L
s et —
No. 2166 - AN ) Otrober 1980}

Notice is héreby given that the tiansfér Hooks o thie
undermentioned local/internal segistored stocks will

be closed from 1 November 1980 to 1 Docember 1980, -

DEPARTEMENT VAN FINANSIES

No. 2177 e 26 7 24 Oktober 1980
AANSTELLING N  ADDISIONELE LEDE
VAN DIE STAATSPRESIDENT SE STAAND)
KOMMISSIE VAN ONDERSOEK INSAKE
BELASTINGBELEID VAN DIE REPUBLIEK

Hierby word vir algemene inligting bekendgemask
dat die Staatspresident dit wenslik ag dat die bestaande
ledetal van die bovermelde Kommissie uitgebrei word
en dit hom behaag het om dr. Simon Streicher Brand
Hoof: Finansigle  Beleid van' die Departement van
Finansies, vir "n onbepaalde tyd us }d .van die
genoemde Kommissic aan te stel, asook die volgende
persone, -elk vir:'n termyn van drig’ jear elndigende
op 30 Junie 1983: .- | , :

Mnr. Hercules Viljoen Hefer, /oo 7 7o

Muor, Derek Lyle Keys, o .

Mev. Kate Jowell.. . .

NG!2166 "+ 17 Wt T T4 Olgober 1980

Hiernice' Word bekendgeiaalkt dat ‘die’ dordragboeke

van-die ondergenoemde . plaaslike/binnelandse -geregi-

streerde effekte van 1 November 1980~ tot -en met 1
\ .

san
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LoCAL AUTHORITL

Fighting Brow .@B

Dismay in jocal government circte
Browne Report will' be expressed this
weekend when the United Municipal Ex-
. ecutive, representing the local authorities,
meets in Port Flizabeth. A memorandum
will be released which ecriticises the
Browne Committee for its failure to xec-
ommend alternative sources of income for
hard-pressed municipalities and central
government will be asked to prepare a
white paper incorporating More substan-
tial financial benefits. '
Speaking at the Transvaal municipal
in Nelspruit two weeks ago,
Browne said his committee has “found it
impossible” to recommend general relief
as “‘there is no reason to believe that the
place Tocal authorities occupy in the
national economy at present is unduly
small.”
But the fine print of the statistics in the
report’s third volume shows a clear trend
of declining municipat jmportance in the

wages to keep up
on to staff. This has had
nigher rate charges in the
other incosne sources.

Tven Sandton's success i using the

1o be financed by
ahsence of

abrupt end in 1977 and has been followed
by some hefty rate rises which Hattingh
attributes 1o «ynexpected inflation.”’
Moreover, Sandton henefited from well
ahove average white population growth in
the Seventies, which means more
ratepayers.

Other Browne ideas can he faulted for
vagueness. Municipal co-gperation to save
costs is fine but Tirowne seems tn ignore
the extent to which this has developed. On
1 the Witwatersrand, sewage, refuse, parks,

. transport, civil defence and computer et
laboration already cxists.

And in wanting municipal services to be
pooled, Browne ignores the question
whether this will undermine the tradition-
al concept of mazimally devolved local
government, Indeed, the ahsence of a
oherent municipal phitosophy explaing
much of the Committee’s attitude, There
is no appreciation of the potential for a
strengthened community role for local
-authorities in govemment's new constitu-
tional plans.

Similarly, @8
is for the “municipal as part of govers-
ment” theory when he says Jocal authori-
ties should not steal personnel from the
other two tiers but against the theory
when it comes to exempting municipal-
ities from sales tax.on the grounds that
one tier of government should not tax
another. =~ : '

Tor its part, the UME wants govern-
ment to provide Gtate subsidies for public
trangport losses (which this year could
reach R20m), place ambulance and health
services under the State's aegis, end gst
and customs duty on tocal authority pur-
chases and let Tocal authorities retain a
greater portion of motor vehicle licensing
fees.

BT e e
punicipal ceunch . - - sorvices
declining

Their gross domestic
product as a percentage of SA’s gdo has®
declined from 3, o, in 1072 to 3.1% in 1078.
And local aunthorities’ gross domestic
fixed investment as a proportion of the
national figure is down from 8.0% in 1970
to 7.2% in 1978,

This trend is 1ikely to have heen accen:
tuated in the jast three years a8 gold
backed gnvernmont revenues Soar and
municipalities are forced to adopt mare
degperate economies and into heavier reli-
ance on property rates to raise money.
Moreover, 8 sianificant proportion of gen-
eral services, ¢uch as cotoured and Asian
housing, is not diseretionary spending but
stems from the municipality’s role in
acting on government’s behalf.”

To solve municipal financing problems,
Browne urges the adoption of better cost
efficiency and productivity measures. He
algo favours a pmgmmmcd income bud-
geting system to forecast prospective in-
come over & detineated period and match
expenditure accordingly.

Here the Committee was prohably i
spired by the Programmed Budgeting Sys-
tem (PBS) of Qandton, whose Town Clerk
Jan Hattingh was asked to ontline its -
workings 1o the Committee. Sandton’s L
"PRS is a five-year programme which pro- '
vides a detailed advance breakdown of g
spending on the council’s undertakings and
is reviewed annually.

No doubt tighter financial disciplines
and reductions in manpower would benefit
municipatities. But this is not a solution.
Any PBS will run into the double-digit
inflationary dragnet as manicipal costs
career wildly upwards. In recent years
Johanneshurg, for example, has been af-
fected hy higher electricity and coal costs,
sales tax and the need to pay higher

econpmy as & whole.

with inflation and hold ‘

PRS to contain rate increases came to an-

Hattingh argues, -Browne

%
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Abolish t
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on basic

%
O

pleads PFP

By GERALD REILLY

Pretoria Bureau
THE Progressive Federal Par-
ty and labour leaders yesterday
called on the Government to
remove the General Sales Tax
(GST) from basic foods
urgently.

They were reacting to the
“vicious"” increase in the living
costs of the poorer section of
the population during the past
six months.

A survey by the University of

' Port Elizabeth’s Institute for

Planning Research, to be
released on Friday, shows that
in the year to the end of Octo-
ber, the Minimum Subsistence
Level (MSL) for blacks in
Johannesburg was up by 16%,
and by 18,9% for coloureds.

Even more alarming, econo-
mists emphasised yesterday, is
that according to the survey
the increase in the MSL for
blacks in the six months fo
October rose a massive 11,2%,
and 10% for coloureds.

The institute found that the
minimum wage needed for a
black family of six in Johannes-
burg was R165,77, and R211,27
for a coloured family of five.
The figures for Pretoria are
only minimally less.

The institute claimed that
thé steep rise in blacks’ lving
costs is mainly because of the
rocketing price of food.

This is borne out by the lat-
est Consurer Price Index
(CPI) which reflected a 5,8%
rise in food prices during Se;
tember, and more than 20% in
the past year.

Yesterday Mr Harry
Schwarz, chairman of the
PFP’s economics -commission,
called on the Government: to
give urgent attention to remov-
ing the GST from basic foods,
and to slow down unprecedent-
ed increases in Government-
administered food prices.

_ Hewas supported by leading

"~ Mr - Scheepers

trade unionists, who have been
pleading with the Government
for two years to abolish GST on
basic foods such as maize pro-
ducts and‘bread.

Mr Schwarz said any revenue
loss resulting from removing
GST from essential foods would
be an investment in security.

He said that for the poorer
section — the mass of the popu-
lation — food price rises this
year had been “calamitous”,
and the increases in the past
few months “gutrageous”.

He warned of the social des-
tabilising effect if most poeple
are unable to buy enough food
to stave off hunger.

The vice-president of the
Trade Union Council of South
Africa, Mr Steve Scheepers,
said Tuesa had repeatedly
asked the Government to
remove GST from basic foods.

. “However, the Minister of
Finance has told us that,
administratively, it would be
too difficult to. exclude some

products from’ the tax.

Mr Schwarz thatto ha
prices at a leve] ‘which forced
families {0 reduce their intake,
aggravated the security threat|.
in South Africa,” = - T




THE removal of pro-
tection afforded to
tenants under the Sec-
tional Titles Act has
created a  situation
whereby tenants are
being exposed to

pressure tactics to |

buy units undér sec-
tional title.

Many tenants who are
unable to purchase their
own units have heen given
notice to vacate and now
experience great difficulty
in finding alternative
accommodation.

Owing to the ravages of
inflation the cost of build-
ing has soared during re-
cent years to such an
extent that it is no longer
a viable proposition to
build flats for letting pur-
poses.

It is estimated that in
order to let a newly-built
flat, say a 3-roomed flat, a
rental of at least R350 a
month or so must be
charged. This decline in
the building of flats has
aggravated the shortage of
housing accommodation.

The procedure at pre-
sent regarding the sale of
units under sectional title,
is governed by one basic
principle — that owners
of blocks of flats are chary
of selling them themselves

under” sectional -title ~as -

they ai'e mot sure whether
they will be liable for tax

on the profits arising ‘from..
th ereof on the .

the sale

‘ ‘“hand, ‘if
lock as a

ell:‘the *

ssiming ‘that: théy -
he. block i

first instance as an invest-
ment) ne tax liability
arises on the well-groun-
ded principle that such
proceeds - represent the
realisation of an invest
ment and constitute a
capital accrual.

Owners of blocks of
flats have been attracted
by bids" from speculators
who offer them irresistible
prices for theire properties.
They can well afford to
offer high prices as they
in turn reap a golden
harvest by selling the
units within a short period
of time at inflated prices
due to the present acute
shortage of accommoda-
tion.

The tenant who acquires
a unit at present is paying
a price which is not in
accordance with its in-
trinsic market value as the
price has been loaded to
accommodate not only the
speculator’s profit but also
the tax he has to pay on
the profits earned from
this source.

If the transaction is
dealt with through a com-
pany, the tax would
amount to 42 cents in the
rand and could conceiv-
ably amount to 50 cents

in the rand where no com-

is involved.

NOT TESTED
It is submitted that,
where a property owner
has: acquired a .block' of
flats.in the first.-instance
as an investment and.sells
it piecemeal under section-

pany.

al title, the profits drising
- from thls source are; not
v‘subaect to tax..

" Thete " aré .1

*Division’ confn'mmg ‘that a

taxpayer is ‘entitled to sell
*his, asset”:(held. an
mvestment Jon.

GIVE tax relief to speculators selhng flats
under sectional title and keep down the
prices of those flats, suggests Mr David
Shrand, a well-known income tax consultant.
in this, the first of two articles on the highly
controversial subject of sectional title.

best advaniage and to
accommodate the asset to
the exigencies of the avail-

able market, without
attracting tax.
However, this submis-

sion visd-vis the sale of

¢

units under sectional title .

has not been tested in the
courts and is at present an
open issue,

If the Government
would confirm that the
principle enunciated by
these court decisions is
acceptabie and will he
applied by the Revenue
Department in respect of
the sale of units under
sectional title, this will, in
my view, reduce the bur-
den which falls on tenants
who are forced to pay
inflated prices for units
under ‘sectional title and
yelieve the existing pres-
sure.

At present owners of
blacks of flats who are not
prepared to sell them
themselves under sectional
title because of the in-

come tax, would do so if
they are assured that the
tax aspect will not affect

‘them adversely. They will

then be in a position to
sell their units at a re-
duced price as the tenant
will not be burdened with
the speculator’s profit as
well as the tax liability
that the speculator has to
bear and which he passes
on to the buyer of the
unit. This approach would
change the whole pattern
of sales of units under
sectional title.
DOUBLING RENT

There are various other
factors relating to the buy-
ing of flats which should
be taken into considera-
tion. In the first instance,
if the tenant buys a flat
undar sectional title, this
will usually have the

" effect in most cases of at

least doubling his previous
rent, taking into account
the interest on the capital
invested which he loses
and the fact that he is
liable to pay a contribu-

~

tion towards the mairte

nance of the

building.

On the other hand, the:

tenant saves income tax hy
buying the unit under
sectional title as the in-
come which he would nor-

mally earn if he had~
invested the money in
question, say, on fixed

deposit, would attract tax. -
He now has no income:

from this source and con-
sequently the relevant tax
liahility falls away.

If he had to invest, say,
R40 000 in the acqmsmnh
of a unit under sectional

title which he formerly .

invesied on the basis of a
10 percent yield — that
means that he has lost
income amounting to
R4 000 per annum.

I he had an annual
income of, say. R16000
which included the R4 000
referred to, this would
now be reduced to R12 000
and his annual saving in
income tax would amount
to R1000 (assuming he is

‘married, under 60 years of

age w1th no children).

There is another aspect
that forms part of the
equation, namely, that the
tenant when buying a unit
is in effect paying a
higher rental.

(To be continued)”

building”
which could be consider-:,
able in the case of an old °




By Molly Harding
The Prime Minister,
Mr P W Botha, has
acknowledged the per-
sonal plea made to him
in July to allow women
to keep their separate
tax status on mar-
riage, in what Adele
van der Spuy says is
“the first complete
and comprehensive an-
swer to our representa-
tions to Government. in
six years.”

The representation,
made by Mrs van der
Spuy and her Action '75
Aksie group m an hour-
long interview, was the
first made to the Prime
Minister himself. It was
backed by a Markinor sur-
vey on tax and marriage,
and.a world survey on tax
systems It " showed that
most felt they were heing

penalised economically
when they. marry and
couples. were being en-
couraged to live together
{ instead.

PDISADVANTAGES
1 In a seven-page reply,
‘Mt Botha commented on
l the presentation clause by
i clause, and “It's obvious
that he has really studied
f the informdtion we gave
him and researched it

1Spuy said.
The Prime Minister said
separate taxation was in-

[ ‘thoroughly,” Mrs van der
i’
i

ADELE VAN DER s,ouvY

— “First comprehensive

answer we'va had from
Government. . . .»

deed possible; but that it
would mean. advantages
and: disadvantages for

both married women and .

the State, He said these
had to be weighed with
the national interest in
mind.

People might have to
choose between tax con-
cessiong and the higher
State expenses that would
occur with separate taxa-
tion.

He negated the idea of
individual choice between

Prime Minister Botha —
“Separate taxation pos-

" sible, hut national Interest

must’ coma first, . . v

joint and separate tax. He
also felt a Dpossible tax
loss with separate taxation
could be made up else-
where, but he had to look
at that with the interests
of the country at heart.

PERSONNEL

The introduction of a
separate tax system would
mean 25 percent more tax
forms would be required,
he sajd. This would mean
more personnel would be
needed to deal with them

STRR
" ////a"o

7 320

— and at a time when
staff was in short supply.

As far as the tax situa-
tion encouraging people
to live together rather
than marry, the Prime
Minister pointed to
Sweden, the United King-
dom ang the United
States as countries where
taxation was separate and
where the trend was to
more and mora people
living  together without
marriage.

He felt the trend was
here and could increase
regardless of the tax sys-
tem.

IDEAL SYSTEM

But while the Govern-
ment would carry on with
joint tasation for the
present, 1t didn’t mean
the matter would end
there, Mr Botha said. He
stressed the search for an
ideal taxation system was
a never-endmg task.

T Mrs van der Spuwyisaid-

she was “completel
fied” at this po;
the Prime Minister’s repl,
I can now make a secon
representation on m;
points which he ignore
and on his points wit]
which I disagree.

“But we have at Iast:"
opened the door to the ]

Prime Minister’s = office

and it looks as i ‘it will *

stav open to us. Now, for
the first time, someone in
government is  actually
talking to us — and you
can’t go higher than the
top man.”




By GERALD REILLY

™ Pretoria Bureau
THE Government at present
owes taxpayers nearly Rl 700-
million in loan levy funds,
‘atcording to a Government
source in Pretoria.

And this does not include the
5% & year Interest earned by
the loans.

Owed to companies so far for
levies paid in 1975, 1978, 1977,
1078, 1979 and 1980, is nearly
R1 200-million, with some still
to be assessed for the 1980 tax
year. ~

Individuals are owed R420-
million from 1978, 1979 and 1980
levies. .

However, not -all individuals

have heen assessed for 1080,
and the final figure for the
three years could exceed R500-
million,

The last levy paid out to
individuals was for 1877 — in
November last year, with a
payback of about R160-million.

The Government source yes-
terday squashed rumours that
the Minister of Finance, Sena-
tor Owen Horwood, was consid-
ering repaying the 1978 levy
shortly, -

With so much money splash-
ing around the economy, caus-
ing “‘overheating” problems, it
was extremely unlikely the 1878
levy would be paid out “for a
long time”, the source said.

The levies have to be paid

‘ack to taxpayers seven years
after collection.

In fact, the source said, the |
Governor of the SA Reserve
Bank, Dr Bob de Jongh, had
stressed the adverse effects on
inflation of the over-supply of
consumer money in the
economy.

He had also hinted at
restraints to cool down an econ-
omy which is over-stimulated,
according to some economists,
by huge tax cuts this year, by
big pay increases in most sec-
tors of the economy, and by
heavy hire purchase buying.

Some economists are betting
on tougher HP conditions being
imposed — at the latest, in next
year’'s Budget,
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By Diann Shoehotham,
Fair Deal Reporter

In February this year the
Department of Inland
Revenue wrote te com-
merce, agriculture, indus
try and mining organisa-
tions proposing that only
the add-on system of GST
be used.

Last month the Minister
of Finance, Senator Hor-
wood, made it clear there

*! would be no change in

the present General Sales
Tax policy, despite calls to
Jmake only one system
compulsory.

Although 90 percent of
wholesalers and retailers
i opted for the add-on sys-
tem when GST was first
introduced, many dealers
did not wish to be forced
to use it

The South African Con-
sumer Council wanted the
add-on scheme, but the
Housewives® League
preferred add-in because
‘““consumers were only con-

cerned with the total
] price - not with how

SENATOR HORWOOD

nan.”

In its proposal the De-
partment of Inland Reve-
nue suggested only home
mitk deliveries, petrol and
liquor by the tot be ex-
cluded from 'a uniform
add-on system.

Newspaper editorials
pointed out that add-in
taxation would benefit the
poar. Articles costing less
than 13¢ are exempt from
GST, except when they
are part of a shopping
basket whose total puts
them into the sales tax

bracket.

Many of these items are
essential to the poor -
candles, matches and half-
loaves of bread. Under
the -add-in system they
would stay tax free.

At the beginning of last
year Checkers thanged
from inclusive to exclu-
sive pricing, even though
it still prefers the addiin
system.

Mrs Peta Lomberg of
Checkers said: “We were
the only add-in store and
had to change so as not
to confuse the consumer.

“We still believe add.in
ijs the better system
because customers know
what they are paying in-
stead of getting a shock
when they get to the till.”

In the first six months
of this financial year, the
Government earned more
than R782-million  from
GST, and should exceed
its goal of R1550-million
{for April next year.

in the 197980 financial
yvear GST netted
R1 150-million.

;1 much went -to the tax-
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INCOME TAX FM 2¢]12 <0
Period of grace

Finance Minister Owen Horwood an-

.Nounced recently (at last ‘month’s FM
Investment conference) that industrialists
could continue to rely on the 30% invest-
ment allowance for machinery until June
30 1985,

The investment allowance, although it
has been in-operation for many years, is
Mot a permanent feature of income tax
law, but has been renewed from: year to
year for the purpose of encouraging con-
tinuing investment in modern industrial
machinery and plant.

The Income Tax Act currently provides

for the continuation of the allowance until
June 30 1983, and a possible extension
would normaily have been considered in
1982. Horwood pointed out that the
gllowance is currently the object of an
lmtensi.ve study by the Standing Taxation
Commission, assisted by Professor A P
Zevenbergen, head of the Bureau for Fi-
nancial Analysis of the University of
Pretoria.

Horwood indicated that the exension
would apply only to machinery or plant
brought into use before June 30, 1983 and
used directly in a process of manufacture.

(The allowance no longer apphes to pro-
cesses similar to processes of manufac-
ture, a restriction which narrowed its
usefulnes§ considerably.)

The period during which the related
building investment allowance may be
enjoved has been extended to buildings the
erection of which is commenced not later
than June 30, 1985 and to improvements
commenced not later than that date, and
in hoth cases completed or hrought intn
use, as the case mav be, not later than
June 30, 1986, The building investment
allowance applies only to buildings in
which a process of manufacture is carried
on.

These concessions apply only to metro-
politan areas. and not to economic devel-
opment areas where more generous rules
currently apply.

When making the announcement, Hor-
wood explained that the extension of the
investment allowance had bheen granted
“having regard to the length of time
which industrialists require to launch
long-term projects and to do their finan-
cial planning.”" and to avoid *‘any uncer-
taintv as fo the future of the allowanres in
the two vears after June 1983, especiaily
where projects have already been initiated
or are under consideration,”

It is apparent that government is oper-
ating under a difficult conflict of priorities
over the investment allowance. On the one
hand, the allowance should he operating
as an incentive to industrial expansion
With output now edging closer to capacity.,

and with the urgency to promote industri-
al expansion to give adequate emplovment
opporiunities aver the next few vears, all
reasonahle measures to stimulate indus-
trial growth should he implemented.
And, as noted by Horwood, the
allowance alse serves “as a hutfer apainst
the steadilv ricing replacement costs of
new equipment.” While the SA revenne
authorities retuse to implement a svstem
of inflatien-adjusted acceounting and tax-
ation, the importanee of this supplemen-
tary function 1« not to be underestimated.
Concurrentiy. thouph, the revenue an-
therities feel that the investment

allowanee, in addition to other concessions .

like the initial allowance. had generated
too widespread an erosion of the tax base,
with too manv companies paving tax far
helow the nominal rate (now 427 1. It was
this feelimg which led to the narrowing of
the investment allowance rules last yvear,
tn exclude proresces similar to
manufacturing.

The erosion of the industrial base in
Britain in recent vears points to the dan-
Fers. i an increasingly inflationary ci-
mate, of allowing industrialists’ cash
tlows to hecome eroded to the point where
they start to consume the seed corn. So
the role of the investment allowance in
acting as a huffer against infiation in the
cost of new machinery should not lightly
he overridden by the Commissioner in anv
future changes.

It is highly significant that most ad-
vanced industrial nations find it sensible

to award this sort of tax concession for
industrial investment. The 1ME Survev of
Octoher 271080 contains a detailed analv-
sis of tax provisions fo hoest capital for-
mation, written by Gieorge I Ropite, cen-
inr econamist, JMI° Faropean depariment

Thus, countries which make panerons
tax allovances for machiner jnelpda the
USO8 West fSermany, Japan, Franee,
Habv, Belmum and the Matherlande Thoce
tor coneerainns ean actialh e e ta
tax cuhs arhineew haeed on
certain
cennmmie depree

for prav

wamnptioes s ta the rate of

1 eninnared eoath tha
o alled far g poess
the pate of iptlasion and velated
Fls amnears cneeontbe fny Lo (ha
RIS IR AN
Pheengti S tian weth

leved af o il g hag, patitheroe

rote of deprec
prees

fartary
e the T

ity the enrrent

o peneraded oopata of (ax Lo wrang
than thre g
donreciation hitie have hoon jnt=edne el
into Conirese - e ConablesTones, 102
nmian and Senate Finanee Commiftes Hill,
Al hille, nates (he JRI Sope
vemmenge qoenhetantinl phaetpaing o
cet Itves for tax purpoaees and chanres in
the praportion of (he fax credit alowed
for <hart fived aseete

Whatever the final farm revigion of SA's
tax incentive stroetire akes, it 1s eseen-
tinl. while inflation percists and apora-
vates, to ensure that industrialists recope
a sufficient cash flow, net of tax, to
permif a generous level of investnient in
new plant. The exclusion of “‘processes
similar to manufacture” appears. in this
context, to have heen a retroprade step.
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;! co Sales tax

*7.0 M HOH, SCHWARY ixyd
i Minister of Finances ;

(1) Whetker representations w ore rade to
him or to the Department uf Injand
Revenue Juring 1979 or 1980 asking ; pia
for the adoption of ane system onjy
for the addition of sley tax i pur-
chase price; if sn, ¢q) 5y whom and
(bY how many represemtations were in
favour of the (i) add i and (it add on
ystem;

2) whether any decision has been taken
on the maper; i so, what {a} is the
decision and (b) are the easons for it?

The DEPUTY MINISTER OF FINANCE:

(I) Yes. '
(a) Die Afrikaanse Hundelsinstituut,

(b} (i) None,

(i) One.

and (b) No, In accordance with the

criaking given when the sales tax

uced. namely, that no deci-

ard to the enforcement of a

hod of recovery will be

il orzanized commerce, in-

SOSUEr organizitions, ag- [

ture. mining ete. bave been con-

sulted, the Department of Inland Re-

VeIUC is ar present conducting a

survey with a view tn estabiishing the

desirability or otherwise of such a

Step. A Jecision on the matter wifl

oaly be taken after the views of all
concemned have been obtained.

—————
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Incomerzax

334 Dr Z. 1. DE BEER asked the Minister
“of Finan

al “amount of (@
Ican Ievy collected

income tax ang (b)

g

N
: v ao 2o LA;
’ TheMlMS’IEROFFINANCE «}i- a0 @ { -
“‘(U @ Indwviguals, . - LT

......................... OO R1974043948 o
(b)".Gold Mining Companieg e, .. 'R 666 051 025,
(¢) Other Mining Companieg - R 127418 424
(d) Other Companies

R1549 542 95

) (2) (a) Total j incomre tax

......................... R4 317 056 382
Interest ........

6825512
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2
(2) The Customs Duty for the financ

© able to sales of specific commodities:

T
g 3% @:‘?@%
*1. Mr.
. Minister of Fin'anlze'; DMAN asked the

(1) What am
ount of tax i
from the tobacco indu‘;l:lrsyi C}:n\;leld
e

latest financi
al ;
are available; year for which figures

(2) in respect of what year are the

i resp Aigures
{The MINISTER OF FINANC N
[6))] (él;sc(omls) Duty .. Rl; 591
s
e Duty R269 052 %gg ‘(

jal !

year 197980 is not avaitable yet and 3
the figures for the 1979 calendar year "X
is therefore given.

Because sales tax is levied on the |
taxable value is
impossible t0 determin
tion of the i

Gtatistics from which the yield of
income taX from activiti h

sequentlys thi
be obtained 2t extraor
separately examining
fites. 1, therefore, regret that, as far
as these taxes are concerned, the
information asked for 18 not avgil
able.




Hahl'E ac g% q/é/goﬂ

¢ Black taxation

) What were the (a) hlghest, (b) lbwesﬂa
and (c) median wages reflected- for
Black taxation purposes by employers
of Black full-time domestic workers in
each of the 11 main urban centres of, “
the Republic in the latest year for 3
which statistics are available; -

(2) in respect of what year are the ﬁgure
given?

The MINISTER OF CO-OPERATION
{AND DEVELOPMENT

(1) and (2) Statistics with regard to the»
highest, lowest and median wages are
not kept and consequently the i
formation - required is not readily-
available.




Jncome tax 2
12{304)  pfilen 2
600. Mr. H' H. SCHWARZ sked the
Minister of Finance; -

Whether any income tax was written off
during the financial year 197879 as irre-
coverable; if so, (a) in respect of how many
(i} individuals and (i) companies and (b)
what was the amount of tax written off in
each category?

The MINISTER OF FINANCE:
Yes.
(@), () 1958
" (i) 106.
(® (i) R827008,4s;
(ii) R701 537,01.
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/e T~ Black Ty
- ¥8) AT
5. Mrs” H. SUZMAN asked the Minis-
i ter of Co-operation and Development:
' (a) What amount in tax was collected

: from Blacks in terms of the Black "

Taxation Act in each of the financial
yeafs 1978-79 and 1979-'80 and (b
how many Blacks paid tax on income
during each of these years?

The MINISTER OF CO-OPERATION
AND DEVELOPMENT:

(2) 1978-79: R85 616 522
! i 197980 (preliminary figure):
. ‘ R74 409 893
(b) 3889 683

%
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this aveids charges that one local author-
ity is supporting
anggested that a 1% tax on @
income chould he payable to the lr}cal
authority. Road tolls are anather prmsxhx\-
ity This would help defray rn;gd construc-
tion and works ¢osts, fhe hip
1naking 1

which smaller spicipalities are
xurmnd, )
wontd enable greater aavings 1o he
from pr(w\(\ing eollective

reducing pu ! '
huving And this would sidesten the vored

qu(‘ﬁ'\(m ot

- |

another. Browne has
11 residents’

gest 1nss-
tern in Jnhnm\mlmr;z's l\udgm. )
And larper metropolitan authorities, 1M
: suh-
as has happened in Buvep?.
pained
cervices and
rchase couts due to bulk

ciransfer p;\\'nwms," which
yontd involve white tocad auihintiiies ('(m:
tribnting to the dr‘\'«\lhpmom coste ol
plack and cotoureit authorities.

Chowld  Indian and colpured areas hg‘
Swtiter Yoeal anthori-
sptation. &% mav he
the Veold
fd cotoured affoirs

in(‘m’pm‘:xt(‘tl into
ties with full repre

s\‘.;zuo\'tml jaler this year by
committee eestigatin
the Slafter committee intn Tndian
1

and! ) -
attairs, Brov ne's iden of transier
ments wonlil he jreclevant. These o
onhl then hoopart of an alre ““'v &
Lished authory. Dovelopmeat of biaek
community councils neouhd fail under the
aepis of the central gzm'vmmvm. as hap-
ens at nresent. )
! !"mnnLo Uop:;r(mom chief directot Gier-
harit Croeser heads the working #TOUT
whirh consiste of r(‘p(‘(‘S(‘\’\l(\ﬁ"('ﬂ from 1!:;0
Reserve Bank, the l')(\p:n'h'm'm of .\v\—
nanece, the Adm\m.\‘tr:mm\ Comnssion.
the Prime Minister's Office, the tout di-
coctors of Jocal Governent. the LM
and co-opted epecialists,

MUNICIPAL FINANCE
Little relief
m d

e
On Thursday Deputy Finance Minister
Danie Steyn opened the first meeting of a
high—powered working group set up by
Finance Minister Owen Horwood to cOD-
sider the 133 recommendations on munici-
pal finance tormulated by the Browne
committee. It will also consider the Unit-
ed Municipal Executive’s ‘memorandum to
Horwood which expresses concern that the
report has failed to recommend an addi-
tional source of municipal income.

Although Horwood apparently heard the
UME’s case with “sympathy,” govern-
ment’s policy of tinancial discipline makes
it unlikely that local authorities will be
bailed out with large subsidies or cash
transfers.

Moreover, there aré problems with

some of the UME solutions which have

been suggested. For one, apart from the
inflationary- etfect of raising general sales
tax, how can the money s¢ raised be fairly
distributed? It is impossible to determine.
-the amount of sales tax which the resi-
dents of each towd pay. In Johannesburg,
for example, an estimated 35% of pur-
chases accrue from residents in surround-
ing municipal areas. The chances are,
therefore, that the richer towns would
benefit at the poorer ones' expense, as -
they would receive larger shares.

One means of tackling the problem is to
link the provision of services more to
ability to pay. But the big drawback here
is that poorer suburbs like Booysens would
receive less in infrastructure and services
than a richer suburb like Houghton.

Part of the problem is that SA munici-
palities are much larger in size than
towns or cities of equivalent population in
Europe. More infrastructire (roads, elec-
tricity, lighting, sewerage, parks) is need-
ed to serve fewer people and as wages and

Danie Steyn . . . spare adime
please

inflation continue their inexorable rise,
the cost of providing such services be-
comes much higher. To this extent, it is
probably unavoidable that residents, buf-
feted by higher rates, will have to keep
paying more for services. .
Undoubtedly, however, the working
group will consider the UME's pleas for
additional income. The fairest way of
raising more money is probably by getting

it from within the municipality’s area, as




- - By GERALD REILLY
. Pﬁezorla Buredu

\ THE Cabiniet will make a finhl
‘decigion 1n.the next few weeks
on the introduction of a tax on
fringe benefits during the 1981-
82 financial year, according to
the ‘Director-General of Fi-
nance, Dr Joep de Loor.

él?. De’ Loor said yesterday

@ were ‘“‘a few outstanding

items” still to be discussed

with_ organised commerce and

industry, but that, broadly, the
tax was ready for launching.

* The Association of Chambers

phased in over 'a number of

years, -

Thé president of the Public
‘Servants Association, Dr . Coliif
Cameron, said if public ser-
vants were -to- lose- their“low-
interest housing loans they
would have to be fully
compensated. .

If the benem was -to_be
taxed, this would have a seri-
ous effect on recruiting,:-and
aggravate staff - shortages
which were already serious-in
gome areas.

Main targets of the tax are
cars, loans -at subsi-

of Commerce (Assocom) and
the Afrikdanse Handelsinstituut
(AHI) have asked: for assur-
ance that the tax will be ap-
plied: without *‘fear -or. favour”.
“The chairman .of -Assocom'’s
taxation ;committee, Mr R J
Wood, said. Assocom’s major
concern, however, was that the
tax would mean higher tax pay-
ments by the highest earning
and jnost preductive groups in
the economy, i
The_introduction of  the tax

" would ‘involve a major restruc-
turing of -earnings throughout.
“the ‘private sector-to compen-

sate for what had been tax-free
benefits, he said. .
' ‘He said there was also con-
* certrin the privaté sector at the
effect the tax would have on
‘the availability of highly skilled
“workers. .

Mr, Woods. sald the many
thousands of. subsidised- - housing
Joans , enjoyed: by; government
workers, .and workers ‘ih build-
ing societies and banks, were
by, far -the ‘biggest irlnge
bene its,

If these were to be taxed it
was,likely the tax would be

dised interest rates, and lavish
entertainment allowances.

Final proposals on the taxing
of employees who have the use
of company owned cars; it is
understood, are:.

@ A car valued at between

R6 000 and RY 000 would be as-

sessed for tax purposes at R123

a month.

@ Between R9 000 and R12 000
at R140.

® Between R12 000 and R15 000

at R160.

@ Between R15 000 and R18 000

at R178.

[} Between R18 000 and R21 000

at

-0 Above R21000 at R216 a

month,

Political observers are
watching with. keen interest to
see whether the “‘extravagant”
fringe benefits enjoyed by
‘members of the Cabinet will be
subject to the'tax, .

" “These ' ificlide large houbes
maintained and furnished by
the Public Works Department
in- Pretoria_and Cape . Town,
cars in the R20 000 to R28 000
category with drivers, and big |
entertainment allowances.

—
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fi mamsfactrery for repackaging and
resale,

Renackers ingist that the ruling resilts
in end-consumets of tha product paving

gst twice on an article, as the,original gst
is costed into the price of the article by
the time it reaches the end-user. The
consumer then pays gst on the total price
of the article and so, in effect, pays gst
twice. The repackagers’ contention is
that, as middlemen, they should not pay
an end-user tax. ]

Howard Hudson, director of Maritzburg
manufacturer and repacker British
National Products, says that the amount
being taxed twice in the industry is in the
region of R8m or R9m. Products involved,
says Hudson, include items like methylat-
ed spirits and paraffin which are required
in volume by large sections of the
population. .

The effect,’ he says, is inflationary. To
illustrate his argument Hudson says that
on a 5¢ tin of turpentine substitute, at
39¢c/¢, the difference in price would be
5¢/5 ¢ overall, 3c/5¢ more in gst if the
packaging materials are taxed (allowing
the same mark-ups on labour, power and
profit, and the same retailers’ mark-up).
Packaging materials, says Hudson, are a
vital part of their business.

The Johannesburg Receiver of Rev-
enue's office says, however, that gst
should not be costed in, A spokesman
believes the control effect will be the
competitive edge which will be lost by
companies which cost in the gst they pay.
“Somebody must bear the cost,” was the
comment.

For the immediate future it seems
there is little chance of repackers receiv-
ing relief.

Agcording to the amendments, welding
and cutting gases can also now be pur-
chased free of tax — if they are purchased
in bulk and used directly in the manufac-
ture, assembly or processing of goods, and
if they are necessary for that process.

- The interpretation of bulk purchasing
has been made more flexible. Bulk is now
a relative concept, which will be looked at
in terms of the overall size of the com-
pany concerned. While one can see the
rationale it is uniikely that individual
interpretations will please everyone.




| PRETORIA'— Revised
ay-as-you-earn (PAYE)

operation on’ March 1, the

day.

In a statement, the
department said that
because of the substantial
reduction in the rates of
income tax payable in
respect of the 1981 tax
year ending on February
28, 1981, it was necessary

' to alter the deduction
tables in operation at the
time. . ! .
+ “The altered tables bas-
ed on the reduced rates

1980, which. meant ‘that
the higher deductions
prescribed in the earlier
tables werenot subtractéd
from income earned in the
first four months of the
1981 . tax year — from’
March to June, 1980, A fdc-
1 tor to compensate for

| those higher reductions

"PAYE {ables alterec

P
tax tables will comé into .

Department ' of Finance
announced here yester-

came into effect on July.1, '

¥

was inforporated in
altered tables, ., :
. ““That .factor has no
relevance -to- “th
employees’ tax deductions
which aré required to be
made. from remuneration
earned - in -the.1982.tax
year which begins: on
March 1, 1981. -Revised
tables excluding the fac-
tor have, therefore, been
designed and will come
into operation on March
1.” — SAPA. .

|
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‘CAPE TOWN — $outh
Africans hit by one of the
highest .inflation rates

now face substantial effec-
tive tax increases unless
new concessions are
granted'by the Minister of
Finance, Mr  Owen
Horwood, in the March
national budget.

The Department of

Statistics yesterday
released figures showing

the all items consumer,

price index rose by 1,12
per cent in December giv-
ing a 15,79 per.cent year-
on-year increase.

And the Tréasiury

released details of new
PAYE tax rates to come
into operation at the
beginning of March which
contain considerable
shocks.

For example: A married
man_ with two children
earning a monthly taxable

income of R1 250 will have

to pay about R21 extra

monthly, a single person -

earning R1 500 a month,
faces an increase of about
R60 each month, and one
earning R600 will have to
pay nearly R13 more. A
married man with no

children earning R1 000°a
month will find his. PAYE

-deductions up by about

RI17. o
The new tables .are re-
quired to replace those in-

.troduced from July which
* compensated taxpayers
for effective overpayment’

in the first four months of
last year before reduc-
tions in the budget could
be implemented.

. For the Treasury to-
have allowed the existing

tables to continue into the
next tax year would have
been tantamount to an-
nouncing new tax con-
cessions. .

A leap ‘in. the Depart-
ment of Statistics food
only index of 29,46 per
cent caused prices for the
lower income group to
rise a staggering 20,05 per

. cent last year, the middle

income group index was
up 16,88 per cent and the
higher income group 14,09
per cent. :

“Anybody would cer-
tainly be justified in
describing the increases
as alarming,” commented
the director of the In-

stitute for Planning |

Research at the Universi-

ty of Port Elizabeth,
Johann

Professor
Potgieter. .

The - institute compiles:
minimum hotusehold sub-

sistence .level (HSL).

figures widely used by ma-
jor employers as a
guideline for wage in-
creases, and the latest
figures-could be expected
to be reflected in pay

rises, but Prof Potgieter
" believed price rises now
--appeared to be getting out

of hand.

“It should be a matter of
great concern.”

Mr Horwood cannot be
expectéd to give any
specific indication of what
he plans for the budget,
but economists are divid-
ed on whether he should
grant further tax con-
cessions to eliminate fiscal
drag — higher taxes
through.incomes being
moved into higher tax
brackets by-inflation — or
attempt to keep prices
down by effectively reduc-
ing consumer spending
power with unchanged
taxation. — DDC.
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PRETORIA. — Revised
pay-as-you-earn (Paye) tax
tables  wonld come into
operation on March 1, the
Department of Fmance
announced herc.

In a statement, the
department says that be-
cause of the substantial
ceduction n the rates of
income tax payable m
respect of the 1981 tax
vear onding on- Fehruary
5g. 1981, it had become
necessary 10 alter the
deduction tables m opera-
tjon at the time.

The altered fables based
on the reduced vates came
into effect on July 1, 1980,
which meant that the
higher reduction Dre-
seribed  in  the earliet
tables continued to be
withheld from remunera-
tion earned in the first
four months of the 1981
tax year — from March 10
June, 1981. A factor to
compensate for those
hither reduetion Wwas in-
corporated in altered
tavles.

“That factor has ne vele-
canee to the employces’
tax deductions which are
required 10 he made from
remuneration ecarned In
the 1982 tax year whieh
begins on Afarch 1, 1981,

‘Revised tables evelud-
inz the fact have. there:
fore. been designed ",“d
will come info operation
on Marek 1.

“The statement adds that
(hese tables do no imply
any increase Im the exist-
ing, statutory rates of \n-
come tax. ~— Sapa. (The
Argus pubhshed details
vesterday.)
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THE true purpose of
income tax is the re-
distribution of money
and not the collection
of funds, as is popu-

larly misconceived,.

says Mr Costa Divaris,
an authority on income
tax and author of
"books on the subject.

Speaking at a seminar
conducted by, the Liberty
Life Assgciation, . Mr.
Divaris said’' the role of
governments all over the
world and the reason they
stayed in power was that
they were givers and not
takers.

‘Unfortunately, to give'
they: have to take. The
trick is to take in the least
difficult and most accept-
able way and to give in
the most obvious and most
rewarding way.

ECONOMIC FAVOURS

‘In the modern demo-
cratic state and within

political parties them- -
selves, political power is
boughit and sold in return
for economic favdurs.
There is the market of the
economy and the market,

both are 1ghly efflclent ’
Incomé tax”estate duties
and concessions for insur-
ance were here to stay.
Despite the shift to in-
direct taxes such as
general sales tax, there
was a limit to the extent
to which these could be

oo

Incom

Al quo 23// 8”/

i money awa)

tax

" Mr Costa Divaris

imposed without harming ~
the functioning of e
market.

ncome tax also accoun-
ted for the bulk.of state
funds and could not be
collected in any other way.
It was a tried and tested
political tool.

UNPOPULAR -

Although estate duty was
becoming unpopular and
was amended almost every
year, it was still Serving
the purpose of redistribu-~
tion by takmg some

2 politi~;

the;

cally wehk
wealthy..” -§ -

Dealing with the insur-
ance industry, Mr Divaris
said there were two
reasons for it being
singled out for tax conces-
sions.

In the political maiket
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competing with .other..in-
dustries for governmental
favours and was a highly

organised, -efficient’ and
politically influential com-
petitor. .

It was. also cheaper,

easier and safer for. a
government to encourage,
individuals to provide. for
themselves and thus - pro-
mote insurance companies,
than to take on the job of
cradle-to-grave securlty for
everyone.

‘The political results of
such a project would be
uncertain and,” more prob-
ably, catastrophlc he
said.

MIDDLE COURSE

Mr ‘Divaris warned that
the government could take
a middle course by gradu-
ally _extending cortrol
over the industry, Whlt‘h
had already begun in
South Africa.

“Those whom the gov-
ernment favours it evéntu-
ally seeks to control.

It may well be that the
current investigation” by
the committee of inguiry
into pension matters is in
truth a raid on the funds
and cash flow§ of: the
insurance. industry d
competing industries.

“*There will stil] ‘be .great
conflict -over thé comimit-
tee’s report, and it is not
cerain that its recommen-
dations - will be accepted,
but even if they are, I
predict we rely on tax
concessions for a long
time to come.’

TINLIILTHAY
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" By JOHN MULCAHY
TAX from the gold mines, with
some help from uranium,
reached R732-milllon in the last
quarter of 1980, taking the fig-
ure for the year to R3 786-
mittion. .

In 1979 the tax bill estimated
by the Chamber of Mities was
R1 700-millior, and the 1980
amount i3 based on the cham-
ber’s estimates for the first
nine months of the year, as
well as the latest quarterlies.

Although the chamber usual-
ly overestimates the tax charge
slightly, the figure for 1080 is
unlikely to be much lower than
R3 500-million.

In his last Budget the Minis-
ter of Finance, Mr Horwood,
projected receipts from gold-
mining taxes for the 1980-81
fiscal year of R2 485-million.

Allowing for the time lag be-
tween gold sales by the mines
and tax receipts by the Trea-
sury, the tax figure quoted by
the mines for the calendar year
should come close to the
amount for the fiscal year to
February 28.

Tax estimates for the mines
were lower in the fourth quar-
ter than for the September pe-
riod because of reduced profits
and in certain cases the rise in
capital expenditure.

Many of the capital expendi-
ture programmes now coming
to fruition, or at least past the
,drawing board stage, were ini-
tiated when the gold price was

. steady at above $600 an ounce.

With the price now hovering

" in the mid-$500s producers will

be wary of further major ex-
pansion and will also be looking
to higher-grade areas.

Possibly the most distin-
guishing feature of the Decem-
ber quarterlies was the relative
absence of highiights.

The lower average gold price
had been anticipated, and this
was generally the case, with
the exception of the Gold
Fields group, where prices
were much the same as in the
September quarter.

Grades were also down, but
this trend began earlier in the
year, and was a continuation of
adjustments to levels required
in terms of mining leases.
Costs rose, although at a great-
ly reduced pace compared with
the third quarter, reflecting the
continued inflation in stores
and labour costs, and seasonal
factors.

These included the tradition-
al trek by migrant labourers to
their homes - particularly
from the Free State and
Klerksdorp arecas — and the
‘“holiday influences’’ on
productivity.

These factors led to lower
profits from most producers,
notable exceptions being Buf-
felsfontein, Kloof and Vaal
Reefs.

Cost increases were especial-
ly evident at Stilfontein, where
unit costs rose 12% to
R49,64/ton milled from R44,07;
Western Deep Levels, which
faced a 9% rise in costs to

“some time at 4 000 cm.g/t, indi-

R49,66/t from R4552/t: and

President Brand, up 19% from.
R30,75/t to R36,69/t.

Possibly the best individual
performance in the last quarter
came from Buffels, whiclf
raised tonnage from 820 000 to
863 000, and reduced unit costs
to R44,85/t from R45,80/1.

Another good performer was
Welkom, which achieved higher
profits than in any other quar-
ter since September 1979.

A changed tax position be-
cause of heavy capital expendi-
ture helped the Rand Mines
producers o an average 6%
rise in taxed profit. This was in
spite of the lower average gold
price — down to $625 an ounce
from $664 — and a 2,2% fall in
overall milling rate, which led
to a 3,6% dip in gold
production.

For the rest, Kloof had its
best development results for

cating that the mine still has a
Yot of high grade left in it.

An interesting point in Rand-
fontein’s results was the higher
grade, which is expected to be
maintained in the current
quarter.

The Gold Fields group had a
reasonable quarter, with mill
throughput at the mines un-
changed or higher, although
lower grades caused gold pro-
duction to fall. This was offset
by a rise in the average gold
price received — to $657,50
from $652.
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! HE M 4. H. SCHWARZ asked the
| Minister of Finance: R B}
(1) Whether any Tepresentations haye
] been made to his Department in
| regard to the PAYE System: if 5o, (a)
’ what was the nature of the repre-
i Sentations ang (b) what is his anitude
| in this Tegard;

(2) what is the estimateg Tevenue which
will be collected annually as 5 result
of the change in the PAYE tax tables
with effect from 1 Murch 19817

The MINISTER OF FINANCE:
¢!

(a) and (b) No, ROt at the time the
question was pyy o1 the Questioy
Paper. The hon, member dig, how-
EVE, write to me on 26 January 1981
in this TESPECt to which I shajf reply
in the normal coyrge,

(2) The question as framed, 5 1ot clear
o me. Shoylq these tables Temain in
orce untij 28 February 1982, it i
estimated  thar the tota] Tevenue
which wil] pe collected in the form of
employees” tax  wij amount o
R2038 000 ggg for the year,
must emphasize that the technica}
adjustment oW being made to the
tables in accordance wigp the provi.
sions of paragraph 9(1) of the Fourth
Schedule 1o the Income Tax Act does
not entail any increase jp the rates of
income tay,

FRIDAY, 30 JA

: .+ Speaker, |
' . H. SCHWARZ: Mr 5
Flt/l[l:g gﬂ of the hon, the M}:mste]:ls r(jefl[yo, %
C i tables
e effect of the change in the
;é:reease the deducgl(?\n.harlld d‘o_;se;hsf }}:?gnh r
he Minister not think that in ti ot b
i h as the present, it wou
:zat\l\?z?g.esuecarner if the tables were not 1

wdjusted now? |

|
|
S : eker, 1 am |

: MINISTER: Mr. Spea !
ﬂxb};l::d ‘to ‘dlsagrce \vithA the hon. n’n mtt;;;; ‘(
for tYenvilIe. I we did not make this
adjustment, there would have been an incor-
rect deduction in the period ahead.

FRIMAY A JANUARY 1081
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comfortably exceed the R 50m tabled in pa0  (g)
dget. S

Total inland revenye in fact amounted on  (§)
to over R7 000m, an increase of 45%. This °
figure, set against the contribution from‘”_
income tax, indicates, however, that the Jxew (g)
. ideal 50/50 ratio of direct (income) tay to .
P indirect tgx (gst, mst and s on) has yet I9AL (Z)
S to be achieved,
ey Despite the abolition of the import sur-
S e e charge slicing over R2m off customs rev. 303 (T)
Lerapite - enue, takings from thijg source were a net
’ R856m, about 17% higher than last year, JO BUMTOA °¢
e e _ © I In general, the government is set ty saj]
§,uITy e = Jndino gz through the closing months of the fiscal
year on an eagy financial note, But that
doesn’t mean, given the high rate of ip- 100UT (5)
d u crease in the mouney supply, that jt is
likely to spend more,
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Capital gains tax

*15. Mr. H. H. SCHWARZ asked the
Minister of Finance:

(1) Whether any decisions have been
made in regard to the introduction of
a capital gains tax; if so, what is the
nature of such decisions;

(2) whether it is intended to introduce
legislation relating thereto in the cur-
rent session of Parliament?

The MINISTER OF FINANCE:

(1) and (2). No.
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KATE JOWELL — hasn’t
heard a squeak from any
of the

women’s groups.
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There is unlikely to be a change in South Africa’s
system of joint taxation of married working
couples this year, reports SUE GARBETT.

This is the time of year when telephone ecalls about the
South African system of Jjoint taxation of married
working couples start pouring in.

This is because Parliament is back in session and
once again hopes are raised that maybe, just maybe, this
will be the year that the Government falls into line with
most of the Western world and gives working wives
separate taxation, and a tax identity and status of their
own.

‘A friend of mine, who is a fairly high-powered
public relations officer and promotions consultant, rang
yesterday. “Sue, I'm thinking of getting married, but
we've worked out it’s going to cost us R250 a month
EXTRA in tax if we do. I keep asking myself whether
marriage is really worth it under these circumstances.
Couldr’t you find out if they arenm’t going to change it
at last?” she inquired.

Well, the election of course means there will be a
mini budget and therefore nothing major happening for
about six months. Nonetheless, I spoke to Dr Jjopp de
Loor, Director-General of Finance, who did not hold out
much hope for tax reform this year.

RIMANHETHN I EH G TR
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In fact, he said it would be dangerous to raise
hopes in this direction and pointed out that tax reform
was a long process.

“What we're trying to do is see if we can relieve
the tax burden for married working women by changing
a._.mn tax rate and reducing the marginal rate of tax,” he
said.

When 1 pointed out it was not just the money, but
2 question of separate tax identity, he agreed sympathet-
ically that tax status was a problem.

“But” . . . he said. And so the tax debate continues
and people like my friend egunivocats about marriage
and whether or not they should wotk.

Some people have taken heart from the appointment
of Mrs Kate Jowell, assistant director of the Graduate
School of Business at the University of Cape Town, to

the Standing Comuittee on taxation. She is the first’

woman on the committee.

However, she declined.-to comment oﬂ the possibilie

_E__===_=_===_==_=__=__===__=__=___==__=___==================§=_=_==_===_==_==_=.===_=_===_=.=====__=.___m_,_,_:,_m___=._==_====_ ERHIHIHERI T

ange’'in si

!
A}

_==_==_====_========_==_=====_=====__=__==__====_======_======_=_=_=_======_==__=_=_==__==_==_====_===_=====_=====_=======_==__===___=__===__==_==_=_=_=__

ht

ty of a change in taxation of married women saying:
“As a mew girl it would be cheeky of me to make any
specific comment,

“Obviously I have a great deal of sympathy for the
separate taxation lobby, both personally and profession-
ally, and although I haven’t heard a squeak from any of
the women’s groups since my appointment I would be
honoured to represent their views.”

Mrs Jowell said she wanted women to be cheered by
the appointment of 2 woman to the tax committee, but
she hoped they would “see it in proper perspective.”

Adele van der Spuy, veteran campaigner for a new
system of taxation, said she was sure separate taxation
would not come in this year.

“However, and ‘I know I say it each year, I do feel
we are very close to it now. I base this on the fact that
one scale for married and unmarried people was
intredueed from July 1 last year. This has been the

foundation for our representations since 1975,

“Before this, there were always two completely

separate scales.

“Ibelieve we are now ,Echa three
quarters of the way to getting separate tax status.”

Mrs van der Spuy said 1981 would be “the most
important thrust” in the campaign for a new tax system.

Maybe she’s right.

Last year was certainly an eventful one, what with
SWA/Namibia introducing a form of separate taxation
for married working women in an effort to get them
back into the labour force; and our Prime Minister, Mr
P W Botha, receiving a delegation headed by Adele van
der Spuy, after which he said he would consider
separate taxation.

It was also a year which saw several conflicting
statements on the issue of taxation. In September 1980
the Deputy Minister of Finance, Mr P T C du Plessis,
said the Government was in favour of some form of
separate taxation for married working women, but the
very next month the Minister of Finance, Mr Owen
Horwood, stated categorically that the tax unit had
always been the married couple, and he dashed hopes.

What many people wonder 1s why a report
undertaken for the Human Sciences Research Courcil on
women’s taxation, by Dr Dina Wessels, has never been
released. She did the .report in the late '70s and ] know
a lot of people who wounld like to read it — myself
included!

The Star Tuesday February

3 1987
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TUESDAY, 3 FEBRUARY 1981

3lafz,

ites, (i) Coloureds

A

(b) i

Amount
Assessed

R 000

434 460 o
35 587 i
3083 !

227 371 :
3370 o
24160

Orange Free State

(i) Whites................

(i) Coloureds ..
(i) Asiatics ......

Transvaal

(i) Whites ..............
(11} Coloureds ..... RN
(1it) Asiatics .. ..........

Tax payers

122, Mr. H. H. SCHWARZ asked the
Minister of Finance:

What was'(a) the number of individual
each income category and
(b) the rax assessed in each income cate-

iox payers in

Income category

LOSS

1— 1000
1001— 2000
2001 — - 3000
3001— 4000
4001— 5000
5001~ 6000
6001— 7000
700t— 8000
8001 — 9,000
9001 — 10000
10901 — 12000
12001 14 000
14001 — 6000
16 001 18 000
18 001~ 20 000
20 61— 22000
22 001 — “24 000
24001 — 26,000
26 001 — 28 000
28 001~ 30 000
30 001 — 40 000
40 001 — 50 000
50 001 — 80 600

80 001~ 180 000
100 001 — 150 000
150 601 AND OVER

TOTAL

107 928 115176
2819 315
4 2
309 180 1107 898
27403 6955
21943 12 509
Sory expressed as a percentags of total tax
assessed, in the 1979-'80 tax year?

.

umber of individual
xpayers in income

category

15642

191 404

173 850

209 044

181 801

148 138

130 636

118 535

113 664

108 339

99 R44

161 338

108 651

S 67071
41 315
26 054
16 828

The MINISTER OF FINANCE:

ay and (b). Reliable statistics for the
1979-°80 rax year

he following figures reflect the position
in respect of the 197879 tax vear as at 31
December 1980:—

are not yet available.
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403 453 866

44 828 992
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clection? [Inter-

What amount in company tax was col-
od fre

e MINISTER OF FI'\‘ANCE (Reply
12id wpon the Tuble with leave of House),,

]
PEAKER: Crder!
Company tex

4. 4. 3CHWARZ asked the
Financs: -

{2} mining and (b) non- mmrrg
snies in zach month of 1980? L

.2, EA\‘JJA; u;’ﬁ SQ

oy d
b B dsl
2B 120 255 702
178 095 042
330 140 082
118 539.272
241 468 000
174107 %67 -

104 744 362 -

286 229 318
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TAX dodgers have turned
South Africa’s first State
lottery . into 2 haven as

| they sink their undeclared

thousands into the Bonus
Bond scheme.

The bonds are fast tur-
ping into a different type

| of bonanza for taxpayers

_— allowing the man wifh
too much cash_to bury it
far from the Receiver of
Revenue’s eagle eye.

Police are aware of the -
Jatest tax shelter — they

have uncovered at leadt
one case in Johannesburg
so far — but say the mal

ter is really in the hands:
of the PDepartment of .

Inland Revenue.

A spokesman 0T the
Department in Pretoria
pad no offieial comment
when approached by the
Sunday Tribunc.

However, an employee

towards Bonus Bonds in

By CHRIS VICK
"

at the Fﬁ%ceiver of Revenue
in Johanpeshburg said tax-
men wete aware Of the
problem’ but there’s little
they can. 40 about _ it,
mainly because it’s hard t0
prove that 2 Bonus Bond
purchaser ig doing S0 to
dodge tax payments.

Investigations this week
showed Bonus Bonds were
being used for anything
from nondescript cash
paymeénts to massive under
the counter transaetions.

One tax, consuitant said
‘Bonus Bonds were ‘the in
thing” for today's  1ax
dodger.

«lps the ideal Way out
for the man with extra
cash,” he told the Simday
Tribune this week. “And
there seems 10 be a-trend

sitnations
have large

where

people
amounts 0%

cash which they haven't
deelared to the Receiver of

Revenue.’

uTps an excellent place
for excess funds you don’t
want the ~Receiver . of
Revenue to get hold of —
and the more mcney in-

volved, the
seore, .
Bonus

more . you

Bond’ manager

Neville Reinders  was
aware of the “ins and outs
of Bonus Bonds”, but said

loopholes.
According
18, the

_§t was hard 1o block

to Mr
only, fime &
octed with, 2,
‘the:

the bond.




By HAROLD FRIDJHON
GENFRAL sales ta¥ carned

R150-million for the Treasury
in Decomber compared with
R124-mittion in november and
R142-million in each of Reptem-
per and October.

In the mne months of the
ficeal vear to Decenher, GST
hrought RI spn-mittien to the
sychequer: Mr Horwood had
calculated on collecting 11 530
mitlion from this inipost for the

ar. It seems that when the

accounts are_drawn he
may gather Rr70-million more
than he budgeted for

Other hewts of revenue ¢on-
firm that the Treasury’s in-
come will he way above
estimates.

Customs duty carned R530-
million to the ond of December.
This i Rim-ratlion mare than
in the comparable period of the
provious tisea) vear and R77-
Imillion more than Mr Horwood
thought that he would collect
tar the yedr. 1f imporis contin-
ue o tlood in at current rates,
the Treasury Wil collect 50
more than expected

fxeise duty should reach the
R1 1i-mithon target. BY the
cad of December Ri53-miltion
had been pad into the Treasury
against Res3-million in the pres
vious year from thix souyree.

Income tax has nette
R5 005-mullion. This must be
compared with Budget esti-
mates of RS go1 mttion for the
vear and R3 460-milhon at the

-ember 1979 While

s pavments are due at the
cinl of February and theve is
every prohability that the bu-
soted fippure will be aurpassed.
the Treasury will not wind vp
with as much cash as had heen
farecast. The reason is the fow-
er gold price.

(iold-mining leases have
prought in Roe0-miltion of the
estirnated Re35-mitlion, which
“hould be exceeded by fhe fis-
cat yearend.

The export duty on diamonds
is well down with Ri7-miltion
collected compared with R3t-
million budgeted for the year
and RZ3-mittion collected in the
first nine months of the pre
vious year. This tells the story
of the depressed diamond
market.

Non-resident sharcholders’
tax has hrought in R220-mitlion
— RoN-mullion more than exX-
pected for the full year. Swol-
len gnld-mine dividends are
fargely rospnniiblc for this
increase.

The hooming property mar-
ket is reflected in colicctions
fram transfer duties which
have jumped from 1979's R60-
million to R116-million at the
end of December. My Horwood
expected Ros-million for the
full vear.

Tatal revenue, including de-
panmenml and miscellaneots
receipts, was RS 177-miilion for
the nine months, 420, more
{han was collected in the same
period of the previons fiscal
‘ear The Rudget target is

g

s Aﬂ 15 hf-nullion.
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Politleal Tiofe
CADE TOWN. ~ The Auditor-
Genarat’ rt }-"‘111"
tw' {oveenmy

reale:l thnt he
I mme Je<s than
effices oml ing
audit repister.

The vepnet revealed the stafl
pogition eoull he costing the
conirv pullions -~ and bt
vas pefora if wes known that
nnt all offic hul hean talen
intp oecount.

And with {his new aspect,
Opponition spalkesman, M far
ry Srhwarz, ask HTew miveh
is the country losing?”"

Of 612 cuthoriged posts in the
audit staff, in Octoher Ipst
year, onlvy 394 were filled by
permanent staff, 41 by tenonac.
aries and 50 by part-time

Ji2 peinted out that the Audi-
tor-General had revealed that

3o
o ”11}
on tha

Hution

v o 45 Wi B4 AT A
vihile ealy 613 affiens ondineti-
tutinns had been cherled, it
toet rearlted In 2004 gueries
zmr‘ tho rercvery of 12171400
CThey departnient viag to
cheek onlv G4 af the 7(\“ ol
fires and ievtitutiors o the
andit repister and ves oble 1o
o only a limited test anoin-
saments,” Mr

g even with this
Jimited chek, they were ahlns
ta reravar 21012230 How
mnch is the eountre Insing
when thev can adit Jeas than o
thivd of the offires and do Ji
mors than ot cheeies on in-
cam {ax”
Apart

I

trom (s, what the

Mare arans of governe
terinl Camrann

Avditor fener
Az Jimited
o
tor the veesrt

PR}

“uwing ty the eerions she
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Bern envlaled to such an e
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over—now )
«_most earners
‘will pay more

By Mervyn Harris

The taxman will take a
larger slice out of pay-
packets from March 1 un-
der revised tax scales
idsued . today by the De-

partment of Iniand Reve-

e.

'I'he ‘fake-home pay, for
example, of a married per-
son with two -children

_earning R1000 a month

will be reduced from
R93350 to R9IBTE a
month.
The new scales come
into force because the In-
come Tax Amendment Act

" of 1980 was only passed

by Parliament in June
last year.

“This means that the Tax
Deduction Tables, with
the higher - income tax
“yates, still applied up to
June 30.

COMPENSATION

To compensate for the
over-deduction -of tax -in
the -first four months of

the tax year, "the® tax de-

duction, tables tsed from

" July 1, 1980, till the end

of the tax year on Febru-
ary 28, 1981 were calcu-
lated to ensure that the

_fotal tax deducted for

1980 81 Would be the ap-

L e e

(18

(Top

40 Yoo

Tax table
until
Monthly pay June 1980
R800 R69,93
R1000 R114,03
R1500 R282,83
R2 000 R526,78

Deductions Deductions

from Tax
July 1980 ' required

R32,82% R45,19
" R66,50 182,34
R183,57 R216,65
R320,11 R389,00

Tax T;'a.ke home

Monthly Tax Take home

Income Up to February 28 From March 1
R450 ., .. — R450,00 R2,50 R447,50
R550 .. .. R246 R547,54 R1146 'R538,54
R750 .. .. R2537 R724,63 R36,38 R713,62
R1006 ., .. R66,50 R933,50 R81,25 = R918,75
R1250 .. .. R120,25 R1120,75  R141,13 R1108387
R1500 .. .. Ri183,57 R131643  R21438 RI1285,62
R2000 ., .. R320,11 R167989 R384,25 R1615,75
R2500 .. .. R473,41 R2026,00 R584,13 R191587
R3 000 . R663,70 R233630  R812,35 R2187,65

A married person with two chlldren only hecomes liahle
for tax if he earns R416 a month or more,

the Act.- -

But these deductions
did not reflet the
amounts demanded ‘in the
Act.
The first table gives a
few examples illustrating
the working of these tax

scales (in each case a.

married person with twe
children ‘was taken as an
example).

The: income fax rafes
for 1980-81 automatically
remain in, force until the

next budget proposals are .

approved.

In  view - of the usnap

election, the rates canmot
be amended — if at all —
until - towards the. .end- of
this year, probably by
mid-October.

Deductions from .a tax-
payer's pay packet will,
from March 1, be-at the
applicable rates, which
will approximate the tax
that should have been de-

B ducted over the whole of

last ‘year. -
The dent in ‘take-home

propriate tax léid down -

pay from” March Tgppears
because Jess tax was de-
ducted in the last eight
months of - the financial
year than was required.

The big reductions in
taxes granted to the
higher income brackets in
the 1980 budget resuited
in a considerable “over-
deduction” in- the first
four months' of the year
and a consequent “under-
recovery” in the last eight
months.

This accounts for the
big increase - in {axes
which top salary earners
will have to pay “from
March 1, as the examples
in the second table show.

- @ The question of
percentage. “increases in
taxes under the new
scales can be ‘misleading
For as reporfed in The
Wegdilesday, 6a

0

earning R501
eould find ‘his

2.
jumped 90 percent But
this could be from tax of

say R1 to R1, 90

TIAID

(penutiuo0))
VIIW3IHD
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tax‘ retu T

R POLITICAL STAFF :
THE ASSEMBLY. — Annual tax assessment returns may soon
become a thing of the past for many South Africans,

Mr Owen Horwood announced yesterday that the Government
was considering introducing a once-off PAYE deduction system
that will remove “buff forms” from the lives of people earning
salaries up to a certain limit.

The mdve is part of a two-pronged plan to reform and improve
the existing tax structure.

The second measure under consideration is to raise the level
at which income tax becomes payablé by individuals.

Mr Horwood said his department was seeking ways to reduce
the volume of tax returns which had to be processed, .

Tentative plans to relieve many taxpayers of the burden of
filling in tax returns would entail the introduction of more
accurate tax deduction tables. .

“It could even lead to the introduction of differentiated tax
rates — a small income tax rate and rebate on the one hand and s
a differentiated rate for higher incomes on the other,” Mr %

Horwood salde v g/l ] b ) m
No tax g chﬂa@es@
— only adjustments

THE ASSEMBLY. — The Min-  Employees’ tax deguction ta- %

5 ister of Finance, Mr Owen Hor- bles to give effect to these .

wood, said yesterday there had reduced rates came into.oper- -

ay3 been no change in tax rates. ation on July 1, 1980. .

Deductions in terms of the new

tax. deduction tables were
merely an adjustment.

Mr Horwood said sensational

banner headlines had recently

‘3

These not only reduced the &
deductions in accordance with’ 3
the lower tax rates, but also !
adjusted for the higher deduc- 3
tions for the first four months o

]

appeared in certain newspapers
announcing tax “shocks” as if
this were an unknown event
suddenly sprung on an.unsu-
specting public.

. He and the Deputy Minister
of Finance, Mr Danie Steyn,

1would deal more fully with the
background. to the new tables

. during the Budget debate.

Cra

of the tax year when the -pre-
vious year’s (1979-1980) tables «
were still in use. .

‘““As a matter of‘fact I spe- 7
cifically emphasised-this in‘my;
Budget speech last year when I *
said the taxpayer would receive *
the full benefit of the reduction
in the 1981 tax year instead of.

Mr Horwood pointed out that having to wait for a refupd of !
personal . income tax had been the higher deductions until the -
substantially reduced last year) assessment Jis issued,” ~U$aa\pa|."§;J

‘Ffihgé' Benefits tax
-y POLITICAL STAFF -

THE ASSEMBLY. — The Government may announce its fringe
benefits tix plans before, the next session of Parliament later
this year, e Lo R
Mr Owen Horwood said yesterday the question of fhe‘tax
treatment of fringe benefits had not yet been finally considered
by the Government. He was consid further representati
" before making a final decision, which, he hoped would be before

, the next session' of Parliainent,
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CAPE TOWN — The Ad-
ministrator of the (ﬂpe.
Mr Gene Louw, °’ro'19
favours financial reliaf {
local authorities thmugh
a percentage of general
sales tax and income tax.

In a wide-ranging inter-
view yesterday he spoke
of the “wretched” finan-
cial position of local
authorities in the Cape,
the (remendous burden on
ratepayers, the servants’
quarters “key law”, racial
incidents such as that in-
volving President's Coun-
cil me'nl?fer Mr Lofty
Adams at the Cango
Caves, ‘‘open” heaches
and the financial situation
of the province itself.

Mr Louw disapproved of
the findings of the Browne

Committee investigation
into tlocal-a utnorny
finances.

“There is a lack of in-
sight into the under-
standing of the wretched
financia! position of local
authorities in the Cape,”
he said.

He strongly suggested
that a pi
and income tax be granted
to the provincial ad-
ministration for distribu-
tion to municipalities and
divisional councils.

reentage of GST:

' RO ESL 55
Louw backs ﬁ%}%&@/
slice for councils

Ratepaycrs were being
“milked”, he said, and
were heing t:xed from all
quarters as the “same man
in the street” had to pay
tazes to varicus govern-
ment authorities — local,
provincial and central.

But he warned that
higher motor vehicle
licences, hospital fees and
‘the like were becoming a
distinct possibility.

Other points made by
the Administrator were:

o Local authorities were
being reminded constant-
1y to avoid racial incidents
such as that involving Mr
Adams who was ejected
from the Cango Caves
restaurant. “We do not
want friction situations,”
Mr Louw said.

© “Open” bheaches were
receiving his constant
attention. lie was con-
cernred about resorts
beeoming  overcrowded,
and resultant anti-social
behaviour, regardless of
the race of beachgoers. If
local authorities  needed
capital to improve law and
order on beaches, they
should approach the
province far financial aid.
H= suggested that admis-
sion fees be charged at
besches. — DDC.
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By NEVILLE FRANSMAN

THE Administrator, Mr Gene
Louw, has come out strongly in
favour of financial relief for lo-
cal authorities in the form of a
percentage of general sales tax
and income tax.

In a wideranging interview
this week he spoke of the
“wretched” financial position
of local authorities in the Cape,
the tremendous burden on
ratepayers, the servants’ quar-
ters “‘key law’", racial incidents
such as that involving Presi-
dent’s Council member Mr
Lofty Adams at the Cango
Caves, ‘‘open’ beaches and the
financial situation of the
province itself.

Mr Louw. who at the end of
this month will have served as
Administrator of the Cape for

18 months, expressed i
disapproval of the findings of
the Browne Committee investi-
gation into local-authority fi-
nances when he said that
“‘there is a lack of insight into
and understanding of the
wretched financial position of
local authorities in the Cape

The Cape had more severe
problems because of greater
depopulation. of the platteland,
greater distances resulting in
higher costs, lesser industrial
and mineral wealth and the
fact that the Cape was to a
large extent dependent on its
agricultural resources.

The financial position of
muncipalities such as Cape
Town was far worse than in
other provinces and relief sim-
ply had to be given to local au-

thorT y way of extra
sources of income.

He suggested that a percent-
age of general sales tax and in-
come tax be granted by the
central government- to the pro-
vincial administration for dis-
tribution to municipalities and
divisional councils.

Ratepayers were being
“milked”, he said. and were
being taxed from all quarters
having to pay taxes to various
government authorities — lo-
cal, provincial and central.

As regards the financial situ-
ation of the province itself, Mr
Louw felt that he had made
reasonable progress in his re-
presentations to the govern-
ment for a revised subsidy
formula which would bring in-
creased funds into the coffers

ax funding for

58_ auth

of the provincial
administration.

The province had also been
able to effect savings by elimi-
nating non-essential projects
and postponing other projects.
but he warned that increased
taxation in respect of higher
motor-vehicle licences, hospital
fees and the like was becoming
a distinet possibility.

More details of the prov-
ince’s financial affairs would
be made during next week's
short session of the Provincial
Council.

Questioned about the effect
of the servants’ quarters ‘‘key
law" in areas such as Sea
Point, the Administrator said it
had brought about a remark-
able degree of ‘self-disei-
pline”’. There had been very

few prosecutions in terms of
the law.

Many social problems, like
those resulting from over-
crowding in servants’ quarters,
could be aviided if a strong
municipal police force existed
which could check on contra-
ventions of municipal by-laws
and which tould call on the
state police when really crimi-
nal misdemeanour was
detected.

If such a strong municipal
police force operated. legisla-
tion such as ‘‘key laws™ would
be unnecessary. Mr Louw said.
He fully bicked the initiatives
of Cape Town city councillor
Mr David Bloomberg in trying
to establish such a force.

Other pints made by the Ad-
ministrator fvere:

£

orities

@ Local authorities were be
ing reminded constantly t
avoid racial incidents such a
that involving President’
Council member Mr Lofty Ac
ams who was ejected from th
Cango Caves restaurant. “W
do not want friction situz
tions,” Mr Louw said.

® “Open” beaches were Tt
ceiving his constant attentiol
He was concerned about Tt
sorts becoming overcrowde
and resultant anti-social beha'
iour, regardless of the race
beachgoers. If local authoritit
needed capital to improve la
and order on beaches, the¢
should approach the provim
for financial aid. He suggesti
that admission fees be charg
at beaches.




In his speech on the Part Appropriations Bill (“‘mini-budget’)
Finance Minister Owen Horwood explained the background to
the PAYE tables which come into force on March 1 1981 (the
start of the new tax year for individuals).

As personal income tax was substantially reduced last year,
PAYE payments from March 1 to June 30 1980 were made at
a higher rate than the reduced rates announced in last year’s
budget. It was decided to give taxpayers the immediate
benefit of the reductions, instead of making them wait for the
issue of individual assessments for the tax year 1980/81 when
a refund of the déduetions would normally have been made.

To give effect to this decision, tax tables were issued
setting out PAYE rates from July 1 1980 onwards. The rates
provided were actually lower than those derived from the 1980
tax concessions, to comp te for the fact that payments
from March 1 to June 30 1980 were made at the (higher)
1979/1980 rates.

But Horwood made it clear in last year’s budget speech that
it might be necessary to publish a further set of PAYE tables
effective from March 1 1981 to remove the compensating
element already described. He noted that he was mentioning
this “well in advance” to avoid the accusation that the tax
rates were being increased without parliamentary sanction —
as happened when a similar adjustment was made some years
ago.

NEW TAX TAE

(328) §M Qofafy
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Despite all his warnings, exactly the same type of inaceu-
rate criticism has once again been levelled with regard to the
newest set of tax tables, He emphasises that the tables, in
effect from March 1 1981, reflect precisely — for a full tax
year — the concessions made in the 1980 budget.

The excerpts set out below reflect a representative sample
of the PAYE rates effective from March 1 1981, as applicable
to the major classes of taxpayers — those under 60 paid on a
monthly basis. The married rates apply also to widows and
widowers.

Anyone over 60, or with more than three dependants (if
married) or more than two dependants (if unmarried), should
consult the full set of tax tables. So, too, should anyone
remunerated on a daily, weekly or yearly basis and part-time
and married women employees, or anyone needing to refer to
intermediate income figures.

Married taxpayers with an income over R40 000 per year
(R3333 per month) and unmarried taxpayers with an
income over R28000 (2333 per month, should deduct 50%
of the income in excess of these limits to extend the
aggregate deductions beyond the limits calculated in the
tables.

(Comparable extracts from' the tables in force from July 1
{ggg)to February 28 1981 were printed in the FM of July 25

Married Unmarried

Monthly Annual d d
remuneration equivalent [} 1 2 3 [} 1 2

R R R R R R R -R
701-705 8435 46,74 38,41 30,08 21,74 64,08 54,08 44,08
901-905 10 835 79,19 70,86 62,53 54,19 103,03 93,03 83,03
1 001-1 005 12 035 98,98 90,64 82,31 73,98 126,73 116,73 108,73
11011 105 13 235 121,37 113,03 104,70 96,37 153,62 143,62 133,62
1201-1 205 14 435 146,09 137,76 129,43 121,09 183,26 173,28 163,26
1.301-1 305 15 635 173,15 164,82 156,48 148,16 215,73 205,73 195,73
1 401-1 405 16 835 202,54 194,21 185,88 177,54 251,04 241,04 231,04
1501-1 505 18 035 232,80 224,27 215,93 207,60 287,10 277,10 267,10
1 551-1 655 18 636 248,60 240,27 231,93 223,60 306,27 296,27 286,27
1 601-1 605 19 235 264,60 256,27 247,93 239,60 325,52 315,52 305,52
1651-1 655 19 835 280,60 272,27 263,93 255,60 344,68 334,68 324,68
1 701-1 705 20 435 297,33 288,99 280,66 272,33 364,74 354,74 344,74
1751-1 755 21035 314,33 305,99 297,66 289,33 385,16 375,16 365,16
18011 805 21 635 331,33 322,99 314,66 306,33 405,58 395,58 385,58
1 851-1 855 22 235 348,72 340,38 332,05 323,72 426,38 416,38 408,38
1901-1 905 22835 366,72 358,38 350,05 341,72 448,05 438,05 428,05
1 951-1 955 23 435 384,72 376,38 368,05 359,72 469,63 459,63 449,63
2 001-2 005 24 035 402,78 394,44 386,11 377,78 491,28 481,28 471,28
2 051-2 055 24 635 421,78 413,44 405,11 396,78 514,11 504,11 494,11
2101-2 105 25 235 440,78 432,44 424,11 415,78 536,86 526,86 516,86
2151-2 155 25 835 459,78 451,44 443,11 434,78 559,69 549,69 539,69
2 201-2 205 26 435 479,50 471,17 462,83 454,50 583,33 573,33 - 563,33
2 251-2 265 27 0358 499,50 491,17 482,83 474,50 607,33 597,33 587,33
2 301-2 305 27 636 519,50 511,17 502,83 494,50 631,33 621,33 611,33
2 351-2 356 28 235 539,89 531,56 523,23 514,89 655,79 646,79 635,79
2 401-2 405 28 835 560,89 552,56 544,23 535,89 680,79 670,79 660,79
2451-2 455 29 435 581,89 573,56 565,23 556,89 705,79 695,79 685,79
2 501-2 505 30 035 602,95 594,62 586,28 577,95 730,79 720,79 710,79
2 551-2 555 30 635 624,95 616,62 608,28 599,95 755,79 745,79 735,79
2 601-2 605 31 235 646,95 638,62 630,28 621,95 780,79 770,79 760,79
2 651-2 655 31835 668,95 660,62 652,28 643,95 805,79 795,79 785,79
2701-2 705 32435 691,68 683,34 675,01 666,68 830,79 820,79 810,79
2 751-2 756 33 035 714,68 706,34 698,01 689,68 855,79 845,79 835,79
2 801-2 805 33 635 737,68 729,34 721,01 712,68 880,79 870,79 860,79
2 851-2 855 34 235 760,87 752,54 744,20 735,87 905,79 895,79 885,79
2901-2 905 34 835 784,37 776,04 767,70 759,37 930,79 920,79 910,79
2 951-2 955 35 435 807,87 799,54 791,20 782,87 955,79 945,79 935,79
3001-3 005 36 035 831,40 823,07 814,73 806,40 980,79 970,79 960,79
3051-3 055 36 635 855,40 847,07 838,73 830,40 1 005,79 995,79 985,79
3101-3 105 37 235 879,40 871,07 862,73 864,40 1 030,79 1 020,79 1010,79
3151-3155 37 835 903,40 895,07 886,73 878,40 108579 1 045,79 1 035,79
3 201-3 205 38 435 927,76 919,43 911,10 902,76 1 080,79 1 070,79 1 060,79
3 251-3 255 39 035 952,26 943,93 935,60 927,26 110579 1085,79 1 085,79
3 296-3 300 39 575 974,31 965,98 957,65 949,31 112829 1118,29 1108,29
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THE ASSEMBLY —. The
Minister ‘of Finance, Mr
Owen Horwood, has again
ruled-out any possibility
of abolishing general sales
itax on food. '

Mr Horwood said he did

not believe such a step

would in any way relieve

the burden on,the floor.
“One can make it: far
worse for them,” he said
during his reply to the
mini-budget yesterday.
Countries which had
abolished sales tax on food
had run into enormous ad-
ministrative problems.
“If you give one exemp-
tion .on foodstuffs todays
tomorrow you have to ex-
empt -clothing,- the next
day on rent and the next
day on something else,”
said Mr Horwood.
He was replying to re-

;N N

¢

“guests by opposition’

*thembers who had appeal-
-'ed to the government to
remove GST on food
* because of the effect it
had on the.poor.

*] say,we have to be
vivery careful before we
. ‘start playing around with
Vihis

*. Mr Horwood said it was
' not clear from the opposi-
% tion argument whether an
! exemption for food would
really benefit the lower in-
‘gome groups.
-4 2t0ur -GST system is
siniple. It is designed ‘to
_cause the least amount of
. agministrative- work to
, the -businessmen- who
« epllect tax.
4. “Kxemptions on a com-
. mgdity basis will be
‘troublesome and will
+result in -increased ad-

s,
out

ditching food GST

1 rules

ministrative costs which
will have to be passed on
to the consumers by way
of priée increases.”

1f the saving by
abolishing GST on food
was one per cent, nobody
could guarante¢ that ad-
ministrative costs would
not . eventually - outweigh
the saving.

He added that the
government was already
subsidising food to a total
of R250 million a year. -,

If the bread price was

‘not adjusted soon food

subsidies would exceed .
R300 million.

““} cannot possibly
recommend to the ¢abinet
any. change in our sales
taxation - policy which I
think is very well
founded,” Mr Horwood
said. — PS.

K
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“age 5.
worker in 2 single microplan and include the job description, it is more practical not
to. It is more appropriate for a job description to state that a particular grade of
worker should be able to undertake the tasks described in a given series of microplans
than for a microplan to contain a job description. The exception may be the commun-
ity health workers whose abilities are so limited that they could be planned for in a
sing'e microplan which also contains their job description.

> [~ -
ill me

» OF A MICROPLAN

plan have to be described in a worker's manual
he required actions seem reasonable. It is our
hat might be unfamiliar to a primary school
1ple, is described in the chapter on discharging
th poactice. Inevitably, much of the theory is
°s manua! becomes an integrated system of
:ly a cookbook or bare set of rorms. The
ge is only possible in such a comparatively
1d care. Were a microplan to be prepared for
Il the prerequisite anatomy raight have to be

1

In the higher tax brackets, the

monthly payments have not risen so
Some economic experts feel that

the increased payments will help to
take the heat off the country’s spend-
boom as the Government prepares

63 percent increase’ when his -deduction
is lifted from R16,95 to R27,67 a month.
ren will pay 20,5 percent more on a
monthly salary of more than R3 000 but
to combat inflation.

less than R3005. A single man on the
same salary will pay 17,77 percent

sharply. A married man with no child-
more.

and earning R800 a month will have a

ing

nd practice has to be described in a logically

e 22 mmm.‘m mmﬂm W.m m thout reference to other books, since in the
W 2 g mmm H] Wmm = g M seker is unlikely to own any. This system has
8% E.9s SZ2EEE2 S |ented, completcly detailed, well-illustrated,
E =% 88588 EBppgEd 2|’ indexed. and pleasant to read. If it is to be
Y .mm [ mm.wm MM. a8 mT mum , particularly those not accustomed to m:mﬁwm?
m E,88 =3 wwmm ~§ 2% |le, both in lexis and syntax. At the same time
A [ m EEsES | =8% MEMWM :ated reader. The linguistic perfection of the
P £S5 mﬁmmmm gxg mm,mm/., € |, the care of the sick is more than mere tech-
: .,Mw g g W.mmm.. mdmm..mt.mm.m 1y compassion. Because the manual of a master
D 35 a8 3 MY M.mm‘m I3 88'® 5| its structure must be flexible. All these are
b SEE oS EF 85 g ERASE [t development of the health eare manual as a
& 555 5EE8®E 8ar 89| succeed, its manuals must have the qualities
BEEf 23227 EE ERg ,
= £8: 2895 5. §ES

- s mmuis s - woineeds of both training and retraining; it should
be both a book to learn from in school and a reference book afterwards. The ability
to use it in a field situation should thus be a major educational objective in training
and retraining workers. The successful application of a microplan depends upon every
worker and every student owning his own manual. if possible, the entire work force
concerned with the activity in question should be saturated with them. If, as often
happens, the clerks in a health department have private practices of their own, they
need manuals and help in using them. Where there is no effective restriction on
medical practice, the manuals should be available in the shops. They can only improve
informal practice.

mwum,m.

This contains components related to the managerial and teaching roles. fts main
purpose is to help the manager to measure the quality of care in his district and to
bring it up to the level specified in the worker’s manual, The manager’s guide also
contains detailed advice on how to run an implementation program lasting, say 6
months. It contains guidance on running the necessary workshops for introducing the
microplan, and it tells the teacher how to teach the technologies in school. Its
approach is practical and it contains the minimum of theory.

The manager needs any rapid practical instrument that would help him to measure
and improve anything in the fieid of the microplan relating to the competence of his
workers, the quality of care in his clinics, or the coverage they provide. To fill this
need, the manager’s guide contains batteries of multiple-choice questions for
measuring his worker’s knowledge, check lists for measuring their psychomotor skills,
a test to measure their understanding of the language in the manual, another test to
measure their capacity to find their way around it and use it, a simple survey metliod
to detcrmine the coverage of services, and a variety of instruments of other kinds.
It should be the aim of the manager to see that his workers achieve high scores with
these instruments. High scores are therefore among his management targets. He also
needs simpler targets listing what should happen in his clinics or be available in them,
e.g. “Rehydration tray available [jug, cup, salt, sugar ...],” the items in brackets
specifying what is meant by a rehydration tray. The manager’s guide lists about 150
targets. These need to be carefully specified, since it may not be easy for a manager
to pick out objectively observable targets from the pattern of practice embodied in
the worker’s manual. Some of these targets are positive (“A special care register is
kept™) and others negative (“Liver and vitamin B12 are not injected”). These negative
targets depend on local faulty practice.

Ready-made sets of multiple-choice questions are necessary because few managers
or teachers have the necessary time or skill to prepare and test a sufficient number of
good ones. In all, the manager’s guide contains about 100 multiple-choice instrumerfts,
each of 25 questions. These are all precoded to 1 of 8 answer codes and can be
answered on self-correcting sheets prepared locally with such simple materials as
phenolphthalein, sodium carbonate, and any colored fluid such as soy sauce. These
instruments encourage a worker both to learn and to measure his knowledge. One
series forms a triplicate set covering the entire content of the worker's manual. One
set of this series can be used as a pretest, one is for foimative evaluation by the
students in their own time, while the third serves us a post-test. There is also a further
series of questions based on short case histories. This series ifl intended to be used
with the marual open as a means of encouraging the worker to {ind his way around ii.
In practice, they have proved to be a very substantial incentive to :Em:wm:w the
manual during both initial training and retraining. It was remarked in one district
that “nobody looked at the manuals {then in early draft} until the multiple-choice
questions arrived.”

The teachers in a training school need anything that can help them to teach the
chosen technologies. One of the most valuable features of the microplan is that it
requires little, if any, prior knowledge by the teacher of the technologies in the micro-
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graduated in 1975 and 87 who graduated in 1976.

Various problems face Medical Schosis in d=veloping countries.

25 members of the staff of the Department of Medicine of

this,

These include emigration of recently gualified dactors, the concen-

more if you're black

0nrding

Attitudes reo

completed a modified guestionnaire-.

ucT,

tration of remaining graduates in urban areas, and a tendency for

By Mervyn‘ Hdrris
Single or married blacks
without children pay less
tax than their white coun-
terparts. but married
blacks with twe or more
children pay more than
whites in similar circum-
stances. ) o

This Is the -anomalous
position under the present
tax 'system, But the Minis-
ter of Finance, Mr Hor-
wood;- has committed the
Govérnment to eliminat-
ing differences in {axes
between Wwhites and blacks
next year.

A spbkesman for the

Department of Finance in
Pretoria said -today that
there was much misappre-
hension about the tax
scales for blacks and
whites.

“It is unfair to say
blacks pay more faxes
than whites, coloured
people and Asians. Some
black people pay less,” he
said.

The spokesman was
reacting to criticism from
some employers who said
that, under the revised
tax scales which come
inte force on Monday,
some of their black staff
would pay more tax than

whie staff earning more
money, .

An example was that of
a married black, with two
children, who earned R350
a month. He will pay
R7,20 a month tax.

But a married white
with two children starts
paying tax only whei he
earns R550 2 month. :And
then he pays only 67¢,

A married white’ With'
two children would,“have
to earn R600 a month
before paying tax o‘;
R7,15. R R

These - anomalies* arise’
because a black, irrespec-

To Page 3, Col 6

illustrates the data from which these ranks were derived for
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" An ‘examination -of .the
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S ¢ Mr David Broomberg, A married white, with:

a greater percentage of graduates {a specialise.

for thesé problems are empirical, often drastic, and ase reminiscen

of forearm smputation in the treatment of theft.

tation cen cnly cripple the medical orofessinn

managing director, of an
electronics’ company, said:
<] think the system of not
giving rebates to- married
blacks is unfair.” o
But housing, uniforms
and protective clofchmg
are not regarded by the
taxman as remuneratlon
and Mr Broomberg Says
his lawyers are investigat-
ing ways of pay‘mg~rental
and providing clothing for
some of his black staff to
correct the imbalance in
the tax scales. .
At present Dblack and
white taxes are admimis-
tered by different bodies.
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out children, earning
R4000° a year will pay
R120 tax — R44 wmore
than a black in-a similar

category. . )
But the present system
works to the advantage of
the super-income blacks,
Taxation reaches parity
for people earning R40 000
a year except that, for
every R1- above. that
‘amount, a white pays 50¢
in the rand while a black
pays 48c in the rand.
Latest statistics show
and

Attitudes of students and staff were assessed by means of two guestionn-

aires(hnth of which may be obtained from the suthors upan request)
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Approximately 70% of these

the University of Cape Town 1575 gradustes.

and qualities reguired in order toc succeed at medical schnal)merz

graduates believed that the parase "is cof service to the community”" is

based on @ sample of 785 senior medical students of the University of

Jhile 48% believed

cfession,

the medical pr

a very good descristian o

The sample was further sub-divided inta 98 students who

Cape Town.
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Notes:
In addition, much research at universities is funded privately.

grants constituted only 21,5% of UCT medical research funds.
Additional costs are:

MRC

disability grants; compensation for
industrial accidents; compensation
for occupational disease.

In the latter category, the mines alone accounted for compensation
worth R17 million for occupational diseases:

sick pay funds; unemployment insurance paid
to workers off sick; health care provided by
the industrial sector.
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3.2 HEALTH STRUCTURES IN SOUTHERN AFRICA: SOME CASE STUDIES
Papers discussed in this section are those by Smith (*11),
(Ch. 15), Ross, Maswego and Moja (Ch.l17) and Kitai (Ch.16),
health services and Westcott (Ch.1l
services.

Raine
on urban
(*58) on rural

baper on mental health services, although
relevant here, will be discussed in section 9.

& *55) and Scott
Kevin Solomons'

All these provide some evaluation of the existing models of health ser-
vice in South africa and illustrate the

practical possibilities of simgle
It is useful to consider these studies

t of some historical experience with alternative health

as described by Kanis, in Chapter 8,

mmission and the Health Centre experiment. The 1944
m 0 ; .
Tﬁwmmwos investigated the contemporary health service

.1d found it fragmented, poorly distributed in relation to

i3, and excessively oriented to curative medicine.
0mnu..<mm for future development,
. fdsmn countries,
s

n South Africa,

. yice based research.

Vil

where he discusses the

L

PRTEDE

It pro-~
which were later practised in
failed at that time to gain wide

but which

on advised the establishment of a National Health Service,
modern concept of health!

it

» an integrated preventive, promective
service at grassroots level,

Mw

ner
A

using a team approach.

(!

R I
& W,Wnum
& LTES
=8 5%z ¢ |IsERvIcEs
rEECEERE
ES=T 2%
e Yo m < & | Day Hospitals (in the Cape Province) have been seen in the
e TLo&

health centre experiment,

L |

of health expenditure (insofar as this can be judged from official statis-—
tics) is more uneven than that of either income or total consumption.

73% of Whites are covered by medical aid, but very few Blacks. There are

disparities in both guality and quantity of hospital beds in relation to

population. The geographical differences in population per doctor
(969:1 in the 13 largest urban areas and 23 037:1 in ‘homelands' in 197C)
are representative of the differences in the availability of health ser-

vices by area, and this further accentuates racial and income inegualities.

Tmre zoveai ‘GLSTLIDULLON |

Raine (Ch.15) points out that the
the Day Hospitals have no preventive role at
present and operate with conventional staffing patterns;

they treat n?o‘
who attend vithout attempting to work directly in the community. This =2

_ —- tenuous:

the work of the district sisters organisation and health educators
employed by the Cape Divisional Council.

Despite the impressive improvements in health status in the Cape cited by

Smith in support of the Day Kospitals Organisation (DHO) , Raine shows the
difficulties in relating such benefits to the nature of health services

when so many other variables are involved.
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actually 25 per-cent .
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reallyvsee

|| what concessions Mr
3o swe3t Iayzo 306 | Horwood actially an- |03 UOT3ITPPR UI
nounced in his:March -
v budget speech last year

:One ‘can now

An unmarned person who
- earns R500 a month wlllft
be paying R387,75
month, compared w1th
|, the R26 82 paid. over the g
last exght months.

TS Another example is a man ——
__(é.lle_ELm__ . married with .one child oM
PUTY uT juswied amrgltﬁarm?g :B1000-a-] ¥ sInoOH jiom yo adAyg

Hls monthly PA deduc
tion will:rise from R73;61
‘to R89;58 ‘at-‘the-end of

LS ~'the, month;’ but, this is

well below:.the R126,67

' "he'had to.pa, in 979/80.

Qe (e Os O
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usouyun

The general elecﬁon, the

-~falling gold price and the:
inflation rate have
brought about a lot of
uncertainty regarding
the tax payments for the
rest of this year.

The general election
means there will be no
customary March budget
speech. The budget, will
now only be read in
August.

Significantly, the then
Minister of Finanee, Dr
Nico Diederichs, an-
nounced tax cuts in his
August 1974 budget, and
despite the falling gold
price, observers believe
Mr Horwood could
follow this policy.

They believe it is unlikely
the minister will raise
taxes in August as he has
declared he is firmly for
a policy of indirect tax-
ation, which means a
shift of the tax load from
the individual’s back.

E More likely is the long
awaited fringe benefits
tax which would be
levied on individuals
who have the use of com-
pany cars, expense ac-
counts and the like. —
nnr
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' 'AT FIRST glance, the new’ pay-as-yot-earn (PAYE) tax.

- tables appear to be; harsh- on taxpayers. But: they have

just had an eight- month tax holiday. ) , PN

In the Maxch 1980 Budget; Finance Minister Mr: Owen :
Horwood, granted R1 560 million in tax concessions — most

- of 'which was onindividual- tax payments
-« Thig followed the minister’s policy of shlftmg the tax

L' et

vL 9
2T'g¢
P8¢
g8z'9"

§ ®ATIe

Inoy ue s3jusd ‘sobem

sanoy bButrdaom

biirden ‘from direct to indirect taxation.

A major change in the PAYE tables followed and hex
cause of the: complexxty, the new. tables. were late .~ they.
started from -July 1.

“ In, the first four monthsof the tax year, taxpayers pald
more tax than they were d to-when p
based on'ithe-1979-80 tax tables.
.make up for this, the new tables were 25 percent

were,
£

'lower than, the amounts announced in the budget,

" For the new tax year — March 1981 to February 28' 1982" B

~— the old tax-tables had to he adjusted again te what they
should have been from March 1, 1980. '

“'The 1980 tax concessions can be seen: :

@ An unmarried person who earns R500 a month w1ll be
paying R37,75 a month, compared. with the R26,62 paid over

. the last elght months.. But this is still the R56 he would:

have had to pay in the 1979/80 fax year.

~@'Another example is for a’man-married with“one child

and earning R1000 a month. His monthly PAYE will rise.
from R73,61 to R8Y,58 at the end of the month, but thls is
well below ‘the R126 67 he had to-pay in 1979/80 P

The general electlon means there will be no cuslomary.
March Budget speech — it has been postponed to August.

When this happened before the then Minister of Finance;
Dr Nico Diederichs, announced tax cuts in his August 1974
budget, and in spite of the falling gold price, observers be-’
lieve Mr Horwood could follow this policy.
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SIR — One often

compensated by-a reduction in price
cline sharply inprice and
For example, take the tyre

wondérs whether adjustments in costs upwards are,,éver
s when the basic raw materialg,de<™
may-stay depressed for a considerabt® time.
industry, there was apparently an incretise of

10 percent in January\‘_}lQB()‘ a further 106 percent in January 1981

These increases in prices '

allowed by the Price Con-
troller were saidl to be jus-

tified by the overall -

increase in costs.
One of the main factors

in.price.in the productions :

v

of tyres is the basic price’ ;

of natural crude rubber. If

you refer to Page 18 of The
Natal Meteutry of Jannary:

31 there is a réport oh a;

company showing a trading
cofit up by 41 percent.

P
with ordinary ‘dividends
rising by 50 percent from*

34 cents to .51 cents a
share. B
T

Share prices
The price of the share on
the Stock Exchange is not

relevant to the actual func- ©

tioning of the company
other than from an, invest-
ment viewpoint, and it. fol-
lows that basic investment
in this company would
yield shareholders a very:
handsome return on cap-
ital investment.

There is another inter-
esting report (Mercury,
Page 19, January 28) which
is headed ‘Prices down in
London for tin, rubber,
and cocoa’, cocoa plunging

to a five-year low. while

rubber also showed 2
sharp decrease.

1 would venture to sug-
gest, and this would bear
inquiry, that rubber prices
peaked somewhere be-

tween 1950 and 1960. and
at that period may well
have been higher than the
current ruling prices for
raw rubber. These exam-
ples are cited merely be-
cause of easé,of reference

-to Press Tepofis.

However, it might be of

- interest to irvestigate. in-

quiring -intg ;the justifica-

-tion for the excessive

prices -of godds from the
source of supply, and in
particular regaxd to food-
stuffs, where. all sectors of

the gammunity are’

affected.

As a particular example,
it might be interesting to
relate the cost of materials
going into sausage manu-
facture with the ruling
prices in stpermarkets.
The other day 1 made some
small purchases for an el-
derly woman, and this was
the result:

6 bananas 46 cents: 2 me-
diocre yellow peaches (15

- cents each) 30 cents; plus

GST 3 cents: Total 79 cents.
This should be a fair il-
lustration of the burden on
peopie in the lower-income
bracket and pensioners.
We are now looking at
hananas at a cost of 08
cents each, Now I am
aware from my own knowl-
edge that the black-
stemmed giant cavendish
banana should yield on
average 200 bananas per

bunch, that is on the retail .

basis. a single bunch of ba-
nanas is worth R16 in
terms of the price the end
consumer pays. It would be
interesting to know what
the grower of the hananas

gets per [ruit, bearing in,

mind that he has'to
produce the fruit and
which would take say 12/18-
- mionths ‘form the sucker

. stage.’

All this prompts me fo
suggest that it would be ex-
pedient to exempt all food-
stuffs from GST, which
would at least ease the
burden on the,peeple on
whom the structure: of
foodstuffs has the heaviest
impact. SRR

Income tax

The authorities are aiso,
concerned about the ques-,
tion of streamlining and
reviewing the whole ques-
tion of .income tax. Since

we have GST as’a perma-.

pent institution jt shouid
not be difficult to devise a
method of relating income
tax other than rofapany tax
ie, for the vast number of
taxpayers by scrapping the
whole question of income
tax in its present concept
and relating the taxation
to a revamped concept of
GST. Thus, with an exemp-
tion of foodstuffs and

graded according to the
category of goods, ie lux-’

ury goods such as
jewellery, diamonds, ete,
and non-essentials falling
in the highest brackets the
hurden of taxation,would
be spread over those who
are in the fortunate- posi-
tion of being able to bear
it

Anyway, these are just a ‘

few views which occur to
yours faithfully,
. OLD ROPE
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MICHAEL JACQUES

Michael Jacques is a management con-
sultant with an international firm of
accountants.

Professor Owen Horwood's mini budget

produced a potentially significant, but,
judging from the lack of camment.
little understood, announcement: Con-
sideration is being given to exempting
certain taxpayers. specifically those
whose income is derived wholly from
wages, from completing a tax return.”

What has prompted this apparentlv
strange move is the spectre of millions
of black taxpayers coming on to the
same tax system as other taxpavers.
While this will remove the anomalies
and injustices of the “*Bantu Taxation
Act.” it will also mean that alf taxpav-
ers will be obliged to complete a tax
return. This could of course, result in
a hreakdown in the administration of
the Receiver's office. The extra re-
turns won't bring in any extra tax and
the additional burden on the Receiver
could result in higger fish slipping
through the net.

The new system will presumably
work in a similar way to the British
system, where the total deducted hy
the vear-end cquals the total tax due
even if there have bheen changes in the
taxpayer's status during the vear. If
the taxpaver’s income falls helow a
certain fevel, and alt income is from
earnings, the taxpaver will then be
exempted from completing a tax
return.

One might well ask what is signifi-
cant about this when it all makes such
good sense, but the next logical ques-
tion is this: if the “taxpayer’ does not
have to complete a tax return, why
make him pay tax at ail? Why not
release him trom the tax system hy
calling his present net after-tax income
his gross income and let the emplover
pay the tax without reference to the
employee? Again one might ask what
the significance of this will be when
nothing but an apparent semantic
change has taken place.

However, case studies in the British
journal Management Today reveal
that companies which have removed
their factory employees from the tax

(22 n

The myth of taxing employe

=2 lla)

svstem have achieved remarkable re-
sults. They all speak of higher produc-
tivity, greater staff morale, higher
earnings and, to eap it all, more after-
tax profit in spite of paving more tax.
Part of the reason for this is that
workers feel that they receive the full
henefit of their work, increases and
overtime dn not put them in higher tax
brackets and working wives are ot de-
motivated hy large tax deductions. Re-
ports from the UK indicate a wide
interest in these experiments; accep-

T R RRS 1 B ¢ OIS 131 T3 P C O
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from the product of productive enter-
prises. How can they, by any streteh of
the imagination, be taxable entities?
The same applies to emplovees of qua-
si-government enterprises such as the
Railwavs and Escont. We could make
civil servants, teachers, nurses, rail-
way workers and sn on considerably
happier by removing them from the
idincy of the PAYE system.
Ultimately it wonld he right if the
PAYFE system was scrapped altogeth-
er. It would cost the emplovers no
more in total and
. the revenue would
lose no tax, but
- the benefits are
more than a play
on words;
It would stop
the confusing cha-
rade of contract-
ing to pay an em-
ployee one figure
- and then actually
1 paying him some-
i thing less:
0 It would reduce
the wage inpnts
into costs. (We
tend not to realise
that tens of mil-
lions of rands, the
costs of the Rail-

tance of {his philosphy could signal the
end of PAYE as it is known today.

What reallv is hehind all this? We
are imbued with the idea that employ-
ees are taxahle entities. This is patent-
ly not true: their earnings are due to
the collective effort of all employees of
the enterprise as a whole and their
input in relation to the whole is gener- -
ally small. Few could stand on their
own. Taxation of cmployees is there-
fore a myth; the so-called PAYF tax is
in reality paud out of the total product
of the enterprise, albeit based on a
notional wage and the tax status of the
employees.

Where the emplovee is a civil ser-
vant, there is also patently no ‘prod-
uct™ from which to pav this tax; civil
servants are paid ent of taxes collected
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ways, are paid
over to the gov-
ernment in the form of PAVE});
1 It would evaporate entirely the de-
bate on fringe henefits tax and cut out
the need for such legislation; and
0 With the payroll tax being shown
with company tax instead of as a cost
of production, it would show the full
taxes being paid by productive enter-
prises. This may also reveal how heav-
ily marginal enterprises are being
taxed and how lightly others are let off.
The fallacy of PAYE has hoodwinked
us for far too long; is it too much to
believe that Professor Horwood has
started to see reality? The monetarists
of this world see a reduction in income
fax as a bnost to productivity and one
of the ways to cut inflation. If we are
serions about tackling low productivity
and high inflation, then PAYE must go.
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—hew tax
applies ()

THE hew PAYE tax deduction tables, anfiounced by. the
Treasury in January, will mean an end in the next week

to an eight-month tax holiday enjoyed by ‘South Africans ‘

Although March salary cheques will ‘shoy ‘3" greate
tax reduction than those made since last July, this-does §
not nean taxes have been increased: ) T

The lax rate is simply reverting.to what‘it_\ya‘l‘s,lﬁg Te
July, according to a spokesman for the Depattment: of
Inland Revenue, ' . :

- Because it ‘took four months beforé tax. concéssions
from last year’s budget wére applied, taxpayers ended
up paying a lower ‘adjustment rate’ for the rest of the
financial year. . . i

*UNLOADING OF CONCESSIONS'. -~ "
Taxpayers, according to:the spokesmars for the: depart.
ment, had paid less tax to yectify the ‘uriloading of con:
cessions’. The new tfables,- which are -efféctive” at the
beginning of the ‘month, ‘do" not: imply’ any increase in ]
‘taxation’, FRE A EN
Because. of the new rates.this. month; & single man
earning R1500 2 month will see his tax bill wise by’ REO
a month. . Loy
A married man with two ‘children .earning 26002
month will see his taxation rise from R7,15 to R16,50 —
an increase of R9,35, ;

The table below shoWS'monthly‘tax=deductionéfsiﬁée 5

July last year and the new deductions-to be made from
this month's salary cheque: o L e

'
N .

- MONTHLY TAX DEDUCTIONS

Monthly . Current.
income . .7 rafe .
R R
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JOHANNESBURG :
Barciays Bank, Nedbank,
Trust Bank and Standard
Bank yesterday announcs
ed a 0.5 per cent increasel
to 11,5 per cent in the
prime overdraft rap
effective immediately
The increase in the
prime overdraft ratel
medns all other overdrafts
will automatically be ad;
justed in line, %
The country’s other

£y
large commercial bank,!

tkskas, has not yet
ecided to follow the lead
of the four, but is ex-
pected to announce a
similar increase today.

The rise brings the
prime overdraft rate to its
upward limit of 3.5
ercent) ahove
Pretoria's bank rate,
which was increased by 1

-{per cent) to # (per cent)

on February 2 this year.
According to an agree-

pise over

ment_concluded between
the Reserve Bank and
South Africa's clearing
banks on July 12, 1975, the
prime overdraft rate must
be kept between 2,5 per
cent and 3 per cent higher
than the bank rate.

An amendment to the
Usury Act was announced
in mid-February which ad-
justed the maximum rate
which the banks may
charge on an overdraft of
aver R1 000 from 14 per

(el dugil- 3
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cent to' 18 per cent. Most
individuals with
overdrafts fall into this
category.

.~ Good news for the man-
inthe-street, however, is
that the interest payable
on money deposited with
Standard Bank will be
sharply increased.
Barclays has increased its
rates to the same levels
and other banks are likely
to follow suit. — DDC.
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By SUSAN DALLAS

TAXATION is harder on com-
papies which are part of a
group than on companies which
have divisional structures, says
the] Association of Chambers of
Cofnmerce.

A memorandum sent by As-
sodom to the Commissioner of
Inthnd Revenue says that tax-
atil
grdup on an. individual basis
“unfairly differentiates” them
frojn divisional husinesses.

n the case of a business
baded.on a divisional structure,
Josses incurred in one area of
thé business may be offset
against profits made in another
division in the profit statement.
[his cannot be done by com-
ies within a group as they

pal
taxed as individual entities.

ar

istd for. the transfer of losses
incurred by one company to
offbet profits made by another
company in the same group.
#Many dormant and there-
fore completely unproductive
cotpanies- exist simply to re-
taift assessed losses,” says the
association.
LB claims this system gives
Zrpise to the unproductive exer-
cise of “financial engineering”
——}manipulation of company
figures to minimise the tax 1
ability of the group as a whole.
As losses incurred by subsid-
jary companies in the course of
export deals cannot be used to

n of companies within a.

Assocom says no facility ex-

Texhizg e
into grou
companies

unable. to offset the initial
losses against other group
profits. . .

The association says that in
April last year, the Commis-
sioner for Inland Revenue un-
dertook to investigate the feasi-
bility of taxing South African
companies on a group basis.

Support for -changes to the

system has come from both the
Federated Chamber of Indus-
tries and the International
Chamber of Commerce.
" The FCI recommended the
introduction of a system to al-
fow companies with tax losses
to surrender their consequent
tax relief to other companies
within the same group.

Two forms of group relief
popular overseas are ““full con-
solidation’’ and ‘‘loss
transfers”.

Assocom recommends the
adoption of the “losstransfer
system’” involving a fiscal
transfer of loss from one com-
pany in a group to another
profit-making company.

Conditions of this system'in-"
clude that a subsidiary must be-
75% owned, that is with voting.
control.

Profits and losses are offset
primarily for the same periods
of account, but may be carried
.over to another year by -the
company accepting the loss.

1t is used in the United King-
dom in preference to the con-
solidation system. X

A iders a change

offSet group profits, A
says the system reduces the
effectiveness of export tax
incentives.
Further criticisms of the tax
system are: .
oIt exposes subsidiary com-
parlies with a temporary loss to
forked liquidation.
pTaxation of subsidiaries af*
feated by business cycles shows
wide fluctuation. This would be
evened out if spread over the
whiple group.

oIt may discourage groups
from new ventures with heavy
initial costs because they are

pa

to this system would entail Jess
disruption to tax authorities
and to companies than other
systems of taxation.

Full consolidation takes two
forms.

In one, the parent company
of the group is legaily responsi-
ble for the tax liabilities of all
the companies in the fiscal
consolidation.

iIn the second form, subsid-
iaries are taxed individually
then aggregated. Only asset
transfers and sales between the
group and a party outside it arg
taxed.
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30 No. 7430 STAATSKOERANT.

27 FEBRUARIE 1981

van 1953, 199 yan 1054, 141 van FIS6, 190 van 1950,
292 van 1958, 14] van IO 28 Can 1963, 55 v 6.4,

334 van 1964, 330 van T970.66 van 1976, iy van 1976, |

Nem

237 van 1976, 127 van 1977137 vun 1977, 257 van
1977, 362 van 1977 en R 182 van 1978, en Gooewer-
mentskennisgewings 2615 vap 1978, 1156 van 1970,
04 van 1979 e 1337 van 1980.

2. Gebied 10 (Kimberlev) in die Bylac by die Kenni-
gewing word hierby gowssig denr die disrik Mufeking
te skrup,

No. 413 27 Februarie 1081
KENNISGEWING KRAGTFENS AR, 2 (i} VAN
DIE WET Op l’-\DVFR\/'()[{R. 1977 (WET 74 VAN
1"77). SO0S GEWYSIG —pi, VASLIKE PADVER-
VOERGERIED

Kragiens artikel 2 ¢j van
1977 (Wet 74 van
Tohan Schoeman, Minister van Vervoerwese. hioth
(inc“L‘rmcmskcnni.\'gc\\'irm in paragraaf | van
vermeld, ooy aangedui in paragraaf 2 van dieAs

H.S.J SCHOEMAN, Minister van Very, Crawee,

die Wet op Padvervoer

BYLAL

. In hierdie Bvlac betcken
Proklamasic 334 v [RASH
masies U9 vgn 1950, 85 van
Vi TOS3 109 v g g
242 van 1988, 147 vap 1o,
34 van 1961, 330 vy

‘die Kennisgewing™
gewysip deur Prokia-

van 1056 499 yan 106,
C28van 1963, 93 van 1964,
L7, 66 van 1076, 208 vap
1V76, 237 van 1976, 127 van 1977, 137 van 1977, 257
VAN 19770362 van 1947 en R 182 van 1078 ¢p Guoewer
mentskennisgewing /2615 van TO7R, 1156 van 1070, 1404
van 1979 on 1337400 1980,

2. Gebied 1§ Pretoria) in die Bylac by die Kennje-
fewing word hierby pewvsig deur die distrik Aoutse,
daarby in te shyir,

1977), wsig ¢k, Hendrik Stephapds |

USE100 van 1083 25071

l G186 199 of 1ose, A0 of 1938, 141 of 19a1, 28 of
TOBS 43 OF 1064, 334 of 1964, 330 o1 1970, 66 of 107,
JOS of 1976, 237 of 1976, 127 of 1977, 137 of 1977,2%
CEIYTT0 362 of 1977 and R. 182 of 1978 gnd Govern
ment Notices 2818 of 1978, 1156 of 1970/
and 1337 of Tosg,

2 Area 10 {Kimberley) in ¢
iv herchy amended by ¢

,' Mafeking.

No, 413
NOTICL

N TERMS OF SECTION 2 (i) OF THE
ROATRANSPOR T ATION ACT, 1977 (ACT 74 OF
19721, AS AMEUNDED—LOCAL ROAD TRANS
RYATION AREA

In terms of section 2 (i) of
At 1977 (Act T4 of 197, 1, Hendrik Stepfanmus Joher
I Schoeman, Minisier of Transport Affaifs, hereby ameri
the Government Notice mentiongdin paragraph 1 of i
Schedule as indicated in pagatraph 2 of the Schedule

H. 5. 1. SCHOEAAN,

the Road Transportasin

mister of Transport Affairs

|

!

j SCHI'DULE

[ i A Schedule “the Notiee™ means Pmclnnmri?‘.
RREINYS s amended by Proclimations 00 of (95

[t IS T00 o 1933, 290 of 1953 (99 of JOS4, 14
ullhi%0, 00 o 195 297 of 1958, 141 of 1961, 28«

D TO63 A3 00 1964, 330 of 1964, 330 of 1970; 66 of 197
205 of 1970, 237 of 1076, 127 of 1977, 137 of 1977,28
! Sl 770362 of 1977 and R. 182 of 1978 and Govers
ment Notices 2615 of 1978, 1130 of 1970, 1404 of 197
and 1337 of [ogq,

2 Area 15 (Pretoria) in the Schedule to the Noticer
hereby amended by the addition of the district
Maoutse,

ALGEMENE KENNISGEWINGS

KENNISGEWING 156 VAN 1981
DEPARTEMENT VAN FINANSIES

\‘VF,RKNEMFRSREL.»‘\STIN(}.—
AFTREKKINGSTARE] LE

. Kragten.

by die In

RIS TN E'C\\}
Kingstabelfe

Pavagraat 9

fewers,

paragraal (2 van dic Vierde
Mebelistinnwer, 1ag2
Loword hierby helendeemay
(eerdentifiseer s Volume 1
Dovan die Byvlae v pebinik

(Wer 58 van 1900),
da adeek-

Heyolee

voorgeskn s,

Die tabelle tree op I NMaart 1987 in
tot nadere L.cnm.\gcwmg van Krag.

Voorts word dit bekendgemauk dat die aftrexhings-
tabelle wat op 1 Julie [osn van krag geword her, terug-
fetrek word met ingang van | Maart o8y,

2 Die wcrkncmcr\h‘hsn’ngmfrrckkings(a!wllc i deur
geregistreerde werkgewers verknghaar by die kantore
van Ontvangers van Inkomvte op die dicnsstant van
dic Direktoraat: Binnelandse Inkomste, Departement
van Finanses,

W. J. H. VAN DER WALT. Kommissaric van

Binnelandse Inkomste,

(27 Februarje 1981)

werking en bl

Bylae

denr werks !
Meos omsknyf in paraguaal |y die Blae,

i GENERAL NOTICES ! ,
e _ﬁ'*:,— = e =
7'/'-@ VOTICE 156 OF 108 /
DEPARTMENT OF FINANCE

EMPLOYFFRS TAX.—~DEDUCTION

TABLES -
7 ierms of paragraph 9 (2) of (he Fourth Schedu
o ihe Income Ty WL 1982 (Agr S8 of 1902), @
amended. e s hereh potified that emploveay
deduction tabies tdentified as Volume 21 have, »
Wrme ol pagagraph v () of the Schedule, been e
scttbed for use by cmployers s defined 1 paragrep:
ol 1he Schedule,

I e tables shall come into foree on 1 March 1%
| amd shaij remain in force untjl further notice.

| IUis further notified that the employees' tax dedt
‘ tion tahles which came into force on | July 1980 shi
| he withdrawn with effect from 1 March 1981,

"

2. The emplovees' fax deduction tables may
cbained by registered employers from the offices *

‘ Receivers of Revenve on (he establishment of

Dircetorate: Infand Revenue, Department of Finanit
W. J. H, VAN DER WALT, Commissioner for

t Inland Revenue.
(27 February 1981)

1404 of 197 -

27 February 191 .

Schedule to the Notice
deletion of the district o -
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'BLACK single or married people
without children pay less tax than
their white counterparts but mar-
ried black people with two or more
children pay higher taxes than
white people 5

This is the andmalous position under
the present tax system which the Min-
ister of Finance, Mr Owen Horwood, has
committed the Government to bring
into parity next year by eliminating dis-
ci.mination in taxes between whites and
blacks.

finance in Pretoria said yesterday there
was much misapprehension -about the
tax scales for blacks and whites,

“It is totally unfair to say blacks pay
more taxes-than whites, ccloureds and
Asians: as some black people pay le.a
, taxes,” he said.

He was reacting to criticism from
some employers who say that under the
revised tax scales which come into force
on Monday some of their black staff
will pay “more taxes than white staff
earning~the more money,

One example given was of a married
black person with two children earring
R350 a month, He will now pay R7,20 a
.month in taxes.
| But a white married person w'th two

children only starts paying tax when he
earns R550 a month. And then he only

pays 67¢ tax... .

A white married person with two

children will have to earn R600 a

month before he pays tax of R7,15 a

month,

These 1 arise b
* black man, irrespective of his mantal
status or family circumstances, pays
the same amount of tax on the same
income.’

In other words, he gets no rebates
or concessions.

A spokesman for the Department of )

Mr David Broomberg, managing dir-

criticise

ector of an electromcs company, said:
“I think the system of not giving Te-
bates to married black people is un-
fair.”

But housing, uniforms and things
like protective clothing-are not regard-
ed by the taxman as remuneration and
Mr Broomberg says his lawyers are in-
vestigating ways of also paying rental
and clothing of some of his black staff
in a bid to correct the imbalance be-
tween the tax scales.

At present black and white taxes are
administered by different bodies.

An examination of the two scales’

shows, however, that black single or
married people without children pay
less tax than their white counterparts.

The tax of a white person in this
category earning R8000, for instance,
is R696 a year — X210 more than a
black person in a similar category.

And a married white man without
children eaming R4000 a year will
pay R120 in tax a year — R44 more
than a black person in a sxmllar cate-
gory.

The present system, however, works

to the advantage of the super income -

blacks. For the tax reaches parity for
people earning R40000 a year except
that for every Rl above that amount
a2 white person pays 50¢ in the rand
tax while a black person pays 48¢ in
the rand.

Latest available statistics show that
between 20000 and 21000 black peo-
ple earn more than R5000 a year.

The following tables show taxes paid
by black and white single people, mar-
ried people without children and mar-
ried pesple with two children. The third
column in each table shows the differ-
ence in taxes paid by b'acks and whites,

The adventage is in favour of blak
people in the first two instances except
after, an income of R9 000 whe“
tern changes

s

TAX F

INCOME -

A YEAR WHITE BLACK DIFFERENCE
R 1600 R9 RO R9
,R 1800 R28 RO R28

R 2000 R48 R2 R46

R 3000 R144 R24 R120

R 4000 R240 R76 R164

R 8000 R696 R486 R210

R 8000 "R864 R64L R223

R12000 . R1512 R1233 R279

-ANNUAL TAX OF MARRIED PEOPLE WITHOUT CHILDREN

INCOME ) R
‘A YEAR WHITE BLACK DIFFERENCE
R 1600 — J— —_

R 1800 —_ —_ —_

R 2000 — R2 R2

R 3000 R40 R24 R16

] R 4000 R120 R76 Rd4

R 8000 R500 R486 Rl4

R 9000 R640 R641 R1

RI12 000 RI 180 R1233 R53

ANNUAL TAX OF MARRIED PERSONS WITH TWO CHILDREN

INCOME :

A YEAR WHITE BLACK DIFFERENCE
R 1600 — —_— —_—

R 1800 _— —_ —

R 2000 _— R2 R2

R 3000 P R2¢ R24

R 4000 —_ R76 R76

R 8000 R300 R486 R186

R 9000 R440 R641 R201

R12'000 R980 R1233 R253

&

o



The debate about this conntry’s system
9333 taxatien of married working
8@2@@ continues. Women's rights
campaigner Adele van der Spuy is

© ﬁ%@%&:@ with the Prime Minister,
MzP W Botha, on the matter and will see
hixm again ?Sa this year. Meanwhile the
yd?.@mw of Finance, Mr Owenr Horwood,
5@ given his reasons for rejecting 2
pefition heacing 8 000 signatures which

ashed for a new tax system.
SUE GARBETT reports.

E«u ‘Adelo van der Spuy has sald in 8 fetter to
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P 1L
the Prime Minister that “eur mﬂnaﬁo .m.mu .?up is B
cleasly based|en sozusl b \ 38 whirol
35.5 marringe and net on Buﬂ._nme as cuch.

A morried friend of ming lives in the same
‘house as hei hushand snd childrenm, but
: tely from he?
mmﬁw to My n.. Beths.

Lo “She auwsu sppraxtmately 120000 a <awu and
«%m nas obtalned separate taxation status under
_rwam section 7(2) from the Depactment of Inmtand
‘Revenne. By o doing, she i enjoying the
,Accompanying tinomeial benefita tha¢ Separate Tax
‘Status gives to a woman fn her efreumstances. In

. @Em case, my friend i golting a few thonsand nmE“
Bwa «EE.. ,ES tate i von«_m_aua n_uwnaw:u cut o

d,” wrote Birs van der

gleeps .

red and Astan peopulation groups and

Brm VAN DER SPUY — give women malority

H@ ter : m%@ @g to @@@@mg@@
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MR OWEN MHORWOCD — wounld ‘“tonsider”
. : introduction of an alternative system.
IR
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MR RAY SWART — there are anomalles in the

present tax situation.

HIeRy

MR P W BOTHMA — the one hreadwinner family in
the majority.

thist is not only ethically upacceptable, but it
ts allistasteful.”

‘t van der Spuy also quoted the example of
anot married fricnd, who had decided on a
divein mutual consultation with her hushand
aftesich they would continne living togethe
becathe divorce would result in
savitery meonth.

T
a R250 tax

van der Spuy wrote, “This is the practical

itua for many couples in the z&.:—.:n. Cur

ivotigures are among the highest in the

. worl{ this should be taken inte account when
we ap our Income Tax Act in depnth.”

X ﬂi:?z_ out the present Encome Tax

provigr separate tax status of married working
worme

In her lengthy letter RIrs van dor
queried the Prime Iinistes statement that ¢
breadwinner families, “will

ne
as s the case, o8

52,

] present probahly (always) be in the majerity.”

She pointed out that the percentage of
married women who are the breadwinmers had
risen sharply in the last two decades and in seme
countries, two breadwinner families had become
"the norm.

She took the Prime Minister to task for
" suggesting that if a system of taxation was
implemented, steps would have to be taken fo
guard against an cxecssive loss of tax fncome
through guch a system. This was becanse a sorious
situation could pesult in State spending on vital
services having to he curtailed, and the safcty of
the country thus expesed to danger, satd Rir

|

Botha in his letter. :

rs van der Spuy peinted out that the nursing
and teaching services in SA had already been
endangered due to

combined with a JIack of economic status for
wemen (who comprise 70 to 90 percent of these

professions) resulted im mo real power of negotia-
tion for them.

She pointed out the present Income Tax
System failed te recognise the married weorking
weman as an individual.

She did not recelve deductions and tax
gebates in her own name and right, in spite of
her coniribution of earnings to the couple’s joint
income. '

The married working woman did mot cven
receive the tax-free m:a@»%m of 1200 she was

incorrect salary scales which,

entitled to hecause her hushand took 1t off his
annnal income in his INP 2 form.

Mrs van der Spuy said it was curious that a
report by Dr DRina Wessels for the Human
Sciences Research Council dealing specifically with
the inflnence of the joint tax system on the

- Working habits and economic activity of female

graduates. was never released publicly.

She made the point that if women wevro
accorded majoritv statns as economie units (with
a tax identity of their own) (hey would with

better access.te capital, he able to join men in
creating new business and jnh epportunities for
the growing population of Sonih Africa,

(Repert by § Garhett, 47 Saucr 8¢, Johannes.
burg).
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This with the 10 year census should give us the neces-

sary denominator

In addition we should continue to notify the formidable
or very dangerous infectious diseases such as Rabies.

If these are universally brought to an acceptable level
the rest of the information we need could be responsibly

and more accurately gained by a survey method

Areas of poor coverage can be selected and in these small

well trained and supervised teams can actively gather
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process by which all will start to value the discipline

needed for routine statistics on a wider and more

complete basis

There are various bodies involved in this field who have
the necessary expertise and experience to get such a

scheme going on an experimental basis. To list a few

- Department of Statistics .
~ Department of Health

- Medical Research Council and its units such as the TB
Research Institute and the National Research Institute
for Nutritional Diseases

nies.

b

— Human Sciences Research Council

- Medical Schools

It is important that the level of sophistication of the
scheme is such that it will be able to be executed by

a small local authority and various homeland departments
of health if it gets beyond the experimental stage

For this reason special attention should be given to
planning something that can give accurate results taking
into account the limited resources and expertise avail-
able. The most universally ava..lable health trained
people are nurses and it would therefore be good to build
the scheme in such a way that they can do all the measure-
ments and recording of data

A team consisting of two nurses and a driver clerk with
expert guidance and supervision with one vehicle and the
backup facilities available through one or more of the
listed experienced bodies should be enough for a pilot
project

Designing meaningful measures for the survey

The purpose of the Comprehensive Health Care System is
to promote health and to care for ill health. It is a
system which makes comprehensive integrated primary
health care possible and enable patients to gain access
to secondary and tertiary care. Other factors that

we are interested in is the degree of self reliance in .
health and illness of the people in their families and
communities, also to what extent the service is able to
be truly comprehensive in terms of having promotive,
preventive, curative and rehabilitative care to the
people it serves



Mr Horwpd has
replied ' toffthe
rejecting - ;
th but adding
- ‘equitable,
generally.Zceptable alter~
native syem’ could Dbe
divised I would ‘cer-
taifily’ - cofider its intro-
duction, .
-The péltion was-handed
to- Mr gJorwood in Cape
Town J year by Mr Ray
Swart, 2. Progressive
Federal Pa riy. deputy-
chairnifi, on behalf of Ms
Margagt  Milner Smith,
'ganised the collec-
signatures.

Thi. Is not the first
. appetl to be made against
‘thejpresent system — last
Year 570 delegates to the

now

" Trafsvaal Women's Agri-

ural Union congiess in

\friea since its introduc-
Hion.

The basic argument of

petition -
request “of;:

‘LAST-YEAR more than 8000 io:..m.: m.mw
" Mr Owen Horwood, to tax married working wo

«
taxation of the work effort
of married couples is pres-
ently taxed at a much
higher marginal rate than
their income would be if
taxed as two single
people. T

This was compounded by
the effect of increased
reduction of -abatements
for children, dependants,
medical  and- insurance
expenses,. and resulted ‘in
a " substantial- and unjust
increase in their joint tax
payment from  fairly low
level of income.”” " -

As a result, the women
claimed, this led to a lack
of incentive, in fact a
“disincentive’ to” work, a

v

riage as an institution and
the undermining of the
morale of women and
moral structure of South
African society.

The tax system, they

" said, ‘penalises c¢ou ples

who marry and obey the
social norm, but favours
couples who live together
without making the marri-
age commitment,

’It has become common-
place for people to live in
Sin in order to avoid the

. financial drain of joint
taxation, and for happily
married couples to con-

template divorce for the
same reason.’

In his reply Mr Hor-

marginal
with the increase in the
tax-free portion of the in-
comes of married couples,
will have the effect that for
the 1981 tax year the
earnings
women will be taxed at
lower effective rates than
before.

tution
constant tax vehates for.
the system of diminishing
income
ensure ‘that in future all’

‘the .women was that “joint detrimental effect on. mar- wood said that his latest

budget (the mini-budget
in February) had caused:
the main argument of the
womien to fall away.

‘The adjustment of the
rates together

of married -
‘In addition, the substi-
of a system of

abatements wi]] -

taxpayers with similar per-
sonal  circumstances - wil]
receive the same: amount
of tax relief, irrespective
of their-taxable incomes.’

Mr Horwood said con-
clusive proof had not, as
yet been furnished that
the present system of taxa-
tion was in fact, a signific-
ant  factor encouraging
people to ‘'defy established
social norms and to ‘live
in sin.

He pointed ‘out that the
bhenomenon was most
Drevalent among the youn-
ger generation, who wounld

-actually benefit from joint

taxation.
*One canmot, theréfore, -

escape the feeling that, if B

tumMouy

i
(]
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“‘there is an ‘Increased. ten-

dency for couples to live
together out of wedlock, it
is more likely due to a
general decline in moral
standards. . .’

Mr Horwood said it was
probably that people, be-
-tause of the wide

" publicity given to the

issue,- -were using ' joint

“taxation as an excuse for

doing what they would be
-doing anyway.

2 HAPPENINGS

APRIL 4: Music Is Fun Pro-
cgramme starts this month
with The Lonely Piano infro-
duced by Laura Searle. The

South African College of
Music  has  some famous
~.hames to introduce music

and various instruments in

ing  and bl
ways to young people from
five to 85 an Saturday after-
-noons, Booking for ALL the
‘concerts at R5 for seven

- €oncerts at the Baxter. Single

tickets cost R1 each.

/

*obem yseo put

Jo TeasT
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‘- " Staff Reporter

THE RRIME Minister, g/lr PW
Botha, lias been challer ged to
remove General Sales Tax on
essential foodstuffs immedi-
atély. to relieve the plight of
pensioners and the very poor.

Dr Alex Boraine, Progressive
Federal Party candidate for

, last night challenged
the Prime Minister to announce
‘the removal of GST on essential
foodstuffs at his meeting tomor-
row in Cape Town’s Good Hope
Centre.

“I warn the Prime Minister
and this government that we
who are more affluent will not
be able:to sléép safely in our
beds at night if -our close neigh-
bours w1th1n South Africa are
starving;” Dr Boraine said.

Relief measurés

The removal of GST could
form one of several relief mea-
sures, fo assist people’ on fixed
mcomes, pensmners and the
very poor, he said in a speech
preparéd for a meeting in
Rofidebosch,’ |

“Somethmg is' badly wrong
We are told that we are in tlie
midst of a boom, buf thousands
of people grow hungry every
day. Beware-when you hear of
record crops. That is an indica-
tion of further price hikes, If
exports are up or down, the
prices go up. If imports are'up
or down, the pnces goup. If the
pnce of gold is up or down,

{ prices go up.
-“Indeed, the only’ thing you "

‘can be sure of under this gov-
ernment is that prices will cony
tinue to go up.”

food price rises, he said that for
every R100" with which the con-
sumer bought food in 1976 he
now. needed ‘R281,12.

;- Inflation ‘could be combated
through 1ncreased productnvxty,

~butxaltho
"Source for skilled *manpower-

only potentjal

Quotmg from a survey on -

" (Report

was domestic black labour 8,
educational requnrements o‘I"
most blacks had been, sham
fully neglected.

Influx -control. cost .Sout]
Africa about- R112~mlllm
year and land was being cons
dated in a non-productive way.
for. ideological : purposes: Ac"
cording to government-sourees;:
general consolidation.’ would
cost R5 000-million over a. 10«
year period.

Elaborating on the PFP's call«
for & national convention, Drk
Boraine said it would
counter-productive - to" excludg
any genuine leader from suc]
convention — “there is no po
in dealing with puppets or’
stooges”, Advocates of change
would not be mvnted .

Commenting oil “the constant
bleating of my opponents. abotit *
Mandela” (imprisoned leader of
the banned African Nationdl
Congress), Dr Boraine said
would be foolish to exclude an; :
one who en}oyed wxdespre
support.

“Provided that person re--
pared to forsake violence ' or
subversion, it only makes good
sense fo consult and to negotiate.
with such leaders,

*I remind you that the-
present Prime Minister of Is-
rael was once regarded as a tel
rorist by the Britis 1.
govemment I remind you that"
Hastinigs Banda, the President
of Malawi, spent a long time |
jail, but is now an. honou

guest and visitoi to'this couri-”
-Ary, under the auspices' of the
Nationalist government. I ‘fe- .
mind you that’ Sithole, Nkomo
and Mugabe spent years in jail: .
and that this government it

was 1mportant that the genume
leaders'be pr
while riegotisii

Street, Cape Town).*



THE rapidly growing man-
power crisis in the offices
of the Receiver of Revenue
could well force major
changes in the present sys-
tem of taxation.

Finance Minister Owen Hor-
wood has already announced
that the Government intends to
abolish the need for tax forms
to be filled in by people whose
only form of remuneration is
via the wage packet and whose
PAYE deductions cover the re-
quired payment.

A spokesman for the Depart-
ment of Internal Revenue tells
Business Times that the first
priority is to shed the burden of
processing the forms of those
who rely on salaries for their
living.

This, he says, will_epable
staff to be freed for the more
complicated areas of operation
such as the payment of provi-
sional tax. -~

However, local tax experts
have said that one of the an-

swefs to the problem is to in-
{roduce a system of self-assess-
ment such as that used in the
US and Australia. .

Upder this system, the tax-
payer fills in his form, works
oul the amount owed to the
Receiver and gives the form
along with his payment to the
Receiver.

But penalties for fiddling the
books are steep, and those who
get caught can be sent to jail.

In the US, the man from the
Internal Revenve is a much
feared person, more so than the
FBI ur the police.

Costa Divaris, co-editor of
Businessmen's Law. tells Busi-

_’m< Tony Hudsen 4

ness Times that, while there is
no doubt that a self-assessment
system would lift a tremendous
burden from the shoulders of
the Receiver of Revenue, it
would make life a lot more
difficult for the taxpayer — and
lead to much more bysiness for
tax consuitants.

With the built-in heavy penal-
ties for tax evasion, the taxpay-
er is going to have to be careful
when filling in his forms. And if
he comes up for audit. he may
have to answer questions on
matters that happened up to

five years before.

Basically, says Mr Divaris,
the relationship between the
taxman and the taxpayer is
friendly in South Africa. and
the introduction of self-assess-
ment could make the relation-
ship more vicious.

urban tax consultant Ne-
ville Hebrard would like to see
a self-assessment system intro-
duced, but adds the rider that it
is not going to help the Receiv-
er solve his staffing problem.

“‘What is going to happen is
that he will not needs hordes of
clerks to process forms, but is
going to have {o get his hands
on trained men to handle the

auditing procedure who must
really know their oats. And
these are scarce and
expensive.”

owever, points out Mr He-
brard, the problem could be
overcome by creating special
posts with attractive salaries.
The drop in the number of
clerks conld well keep the over-
all wage bill within reasonable
limits:

He says the revenue authori-
ties have been looking at the
system and have sent teams all
over the world to look at var-
ious systems.

Tax consuitant Terry Bubb is
enthusiastic about the scheme

may force tax changes

and feels that the rapidly wors-
ening staff shortage leaves the
Receiver no choice.

While he agrees that the sys-
tem is more complicated and
that more use will be made of
tax consultants, he feels that
this eould be offset by making
the fees tax-deductible. as they
are in the US.

Mr Divaris and spokesmen
{for the Department of Internat
Revenue poimnt out that one of

the major stumbling blocks for

self-assessment is that asses-
sors will have to have an up-to-
the-minute interpretation of the
tax laws, which are murky at
the best of times.
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Strong-arm tactics against alleged gst of-
fenders are now a thing of the past.

As a result of consultations with the

Assocom Taxation Committee earlier this
vear, Inland Revenue has adopted a new
procedure for the handling of disputes.
Vendors™ attention will be drawn to their
right to an assessment in terms of Section
19 of the Sales Tax Act. This provides

that, before giving written notice of as-

sessment for sales tax die, the Commis-
sioner must send the vendor a notice of
intention to raise an assessment. That
notice must contain details of the transac-

tion on which the assessment is to be

raised, the tax period concerned, the
amount upon which sales tax is payable,
the amount of tax and the penalty.

Vendors will then have 21 days to query.

the proposed assessment and can request
that the matter be referred to a Sales Tax
Advisory Commitfee,

Commissioner of Inland Revenue, Mick-

ey van der Walt; says the earlier method
‘had been an attempt by certain tax offices
to short-circuit the procedure. However,
the department would not return to longer

~methods of settling disputes.

Tax specialists round the country have
welcomed the decision, claiming that the
earlier letters of demand ran contrary
to the Act, were costly to taxpayers and *
implied an autorpatic threat.

Most believe that the man in the street
does not know his way around the Sales
Tax Act. It's a difficult piece of legiglation
and they helieve top few people have fully
investigated its application to their own
situations,

Costa Divaris, co-editor of Business-
man’s Law, says the previous method
deprived _taxpayers of their rights. By
paying the amount demanded, taxpayers
could have prejudiced their rights. Be-
cause there was no assessment as laid
down by the Act, he says, taxpayers Jost
the right to go to the income tax courts
and were also unahle to appeal to the
Advisory Committees, which were set up
in each major centre.

Van der Walt, however, denies that the

N

intand Revenue’'s Yan der Walt
- - . taxing probloms for gst

short eut ‘deprived vendors, who disputed
the gst claimed from them, the right to
appeal. .

The Advisory Committees have been
littie nsed since the Sales Tax Act was
promulgated and Assocom’s taxation com-
mittee is now atlempting to draw atten-
tion to the facility.
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THE Afrikaanse Handels.
instituut (AHI) has re-
iterated tha® it accepts in
principle the Bill on taga-
tion of fringe benefits —
subject to four conditions.
In its annual report, the
AHI lays down the four
conditions as follows:
& All revenue from taxes
on fringe benefits should
be used to reduce the high
marginal level of personal
income.
& The income scales
should be continually re-
vised upwards to corres-
pond with the inflation
trend.
@ To ensure just taxation,
no consideration should he

given to race or status,
excepting the State Presi-
dent.

@ Taxation must be based
on the market value of
the fringe henefit rather
then a specific cost hased
on the cost to the em-
ployer.

In addition to these con-

ditions, the AHI makes
certain  recommendations
regarding company cars,

business meals and hous-
ing.

It says the value given
for the private use of a
car does not provide ade-
(uate incentive to use a
smaller vehicle,

_The institute alleges
that some companies are
already manipulating car
Prices to reduce the value,
It therefore recommends a
uniform car prige as the
best solution.

330
e
-4

With regard io business
meals, the institute says
these should not be taxed
because railway officials
receive free passes and
army officials free trans-
port to and from work.

In these cases, the
benefits were regarded as
relatively small and diffi-
celt to  control, which
would also apply to busi.
ness meatls,

The AHI also strongly

Tienefit tax

opposes the exemption of
home rentals for people
earning less than R12 000
a year.

It says that if the
privilege is extended to
tenants, it should also be
extended to people buying

hnuses and  receiving
subsidies,

People who live in
houses with low rentals

should also be subject to
the same ‘phasing period’,
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Revenue  offices  around
the country are bhracing
themselves  for the Jast-
minnte rush of tax re-
turns hefore next week's
deadline.  To  compound
their problems most
offices are still operating
well below staff re.
qirements,

Last month The Star re-
ported that the Johannes-
burg tax office had a staff
shortage of 50 percent,
Germiston  is similarly
poorly staffed and jn Pre-
taria 31 percent more staff
15 needed.

The situation is had in
all main centres of the
enuntry. Poor salaries are
the main hone of discon-
tent, causing even older,

more  experienced  staff
to Jeave and preventing ef.

feetive  recrwitment cam-
paigns,

In Johanneshurg, i
184000 tax returns have
been sent to salaried
people, 72000 tn provi-
sional and husiness tax- |

vayrrs and 68000 to com-
paties,

Mr A Chemaly, Johan
neshurg's Receiver of
Revenue, said so far
36000 returns have been
received from salaried
taxpavers, 8601 from oro-
visional and businesses
taxpayers and 700 (or one
percent) from companies,

Final date for tax re-
turns to bhe submitted is
May 15.
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A survey on the effect of joint taxation

on graduate women, which was done

._u.< Dr Dina Wessels in 1977,

was released this week to The Star’s

Women’s Page. It shows that

75 percent of the married women

surveyed were highly dissatisfied with

the tax system. Women leaders have

out of

Research has shown

. .
women. . reacted with concern to the report.

that up to 21 per-
cent of married
graduate women
would go out to
work if the system
of joint taxation was
abolished.

This was the finding
of a survey into the
taxation of the income
of 9 065 graduate
women which was
carried out for the
Human Sciences
Research Council by
Dr Dina Wessels in
1977.

Of these 6 505 were
married.

This research, the
first scientific research
ever done on this
issue, has not been
‘published before, in
spite of repeated calls
by leading women and

-+ © women’s organisations

and those interested in
‘the whole question of
the effect of the
system of joint
taxation on married
working women.

The Star’s Women’s
Page has consistently
asked to be allowed to
see the research and
this week its request

was granted. The
report is exclusive to
The Star.

The report reveals
that more than
75 percent
of the married women
surveyed were highly
dissatisfied with the
system of joint
taxation and that it
had a detrimental
influence on their
motivation at work.

The report shows
that at the time of the
survey, 47 percent
of married graduate
women in South Africa
were not working, In
1977 this figure
represented 16 000

Dr Wessels deduced
that up to 3 500
graduate women could
be encouraged to work
if the joint income tax
system was abolished.

Wiy .
DR DINA WESS!

“it’s the first scientific
research on the taxation of
married women graduates

ever done.”

“The tax system will have a strong
influence in deciding whether
I go back to work and to what sort of

position I take.”

The report states
that if these women
(who range from
doctors to architects,
and social workers to
teachers) did work, it
would almost
completely meet the
demand for
professionals and
semi-professionals in
towns such as
Standerton,
Graaff-Reinet,
Wellington and
Potgietersrus.

Dr Wessels
emphasised it should
be remembered that
the proportion

of professional people

in the entire labour

force is small.
Dr Wessels, who

surveyed 9 065
graduate women,
points out in her
report that if more
women worked, and if
they could be

encouraged to push
their incomes up to
the highest possible
level, the tax accrued
from this source would
make up, at least
partly, for the tax loss
to the treasury that
might result from a
change in the present
tax system.
Comments from the
people she surveyed
showed women
were not working to
their maximum
potential because they
did not want their

joint earnings to push
up their income into a
higher tax bracket.

Comments in the
report show that the
tax system was causing
job dissatisfaction,
frustration both at
home and at work, and
in some cases was
causing matrimonial
problems.

Some women said
they were thinking of
getting divorced, and
others said they would
not marry until the tax
system changed.

Dr Wessels found
that the tax system
contributed to a
turnover in female
workers, and that
those who worked in
spite of the system,
were dissatisfied.

An unstable female
work force as a result
of the tax svstem was
a possibility that could
not be ignored, stated
Dr Wessels.

In her survey 71,8
percent of female
graduates were married.
Of those who were

working, 71 percent
worked full-time and
29 percent part-time.
Even if the tax system
was changed, 37,2
percent of married
graduate women said
they would not work.

In background to
her report Dr Wessels
wrote that the number
of women in the white
labour force rose from
25,7 percent in 1960 to
34,1 percent in 1975.
She wrote that the
country’s married
female population had
become the major
labour reservoir for
new women workers.
(The number of
women in the labour
force now is 39,4
percent).

Some of the
comments in the
report that were made
by married graduate
women included:

©® “The tax system
will have a strong
influence in deciding
whether I go back to
work and to what sort
of position I take.”

(attorney).

@® “Idonotworkasa
doctor because of the
tax burden.”

A s X7
S e N
s A NP
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® “The deciding
factor for my
stopping work is tax —
in which case T shall

‘I do not work as a doctor because
of the tax burden.’

@ “I am not working
at present, but could
only consider working
in future if the present
tax system was
changed to suit
couples, especially
those in the higher
income bracket.”
{psychologist).

©® “Our combined tax
is probably nearly
twice my present
salary. There is no
incentive apart from
interest in the work
itself.” (a PhD.)

work again only if the
system is abolished.”
@® “The tax system
would deprive us of
any real financial gain
if I worked for a
salary. I therefore
confine my activities
to occasional major
charitable ventures.”

@ ““Because of Income
Tazx, I shall not work
longer hours,”
(part-time librarian).

® “Present tax system
interferes with natural

promotion in the event
of doing less
responsible work in
order to earn less.”

@® “U'm cutting down
on my work due to the
tax burden.” (speech
therapist).

The following
comments in the
report were made
about the effect of
joint taxation om
marriage.

Married women:

© “We are seriously
considering divorce
which will save us

R5 000 a year in tax.”
(Principal medical
officer).

@ “Tax is the reason
why my husband does
not want me to work.”
(a probation officer,
Juvenile Court).

@ “My husband has
forced me to stop work
now as my income
forces me Into a
higher tax bracket and
thus we repay my
entire income plus,”
(senior assistant
teacher).

Unmarried woment

@ “1live with a man,
we will not marry until
we want a family
because of the tax
system.” (teacher).

@ “We have
postponed our
marriage because of
the tax system.”

® “I am working and
for this (tax) reason
will not get married
until I have a child.”
(hospital social
worker).
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mentally preparing for the
worst,
For Mr Schmidt it
would be bad enough to
see President Giscard
d"Estaing — his close per-
sonal friend and closest
foreign ally — fail to gain
a2 second term in the
Sunday polling.

But an upset in Parisv_;:

ife for Likud

mon Peres and former
premier Yitzhak Rabin has
hurt Labour with Rabin's
open criticism of Peres
and the Labour team, add-
ing votes for the Likud.
Indecision over who
should take over as

Labour’s Finance Minister, -

a4 wrangle which took
some months to sort out,
has left its mark and
Israelis feel that despite
the undisputed academic
brilliance of the man
chosen, Professor Haim

Ben Shahar is second best
since Labour financial
‘strongman Yaakov Levin-
son could not be persu-
aded to take the job.

Labour’s leaders - also
lack the charisma that
Menachem Begin holds and
this lacklustre representa-
tion has lost a lot of
support in what has been
a traditional Likud strong-
hold, the North African
community.

The latest poll shows
that most of the Likud
Supporters are Younger
voters ar Adver asinm

wide effect on voting pat-
terns. These cuts were
pronosed by the new Mi-
nister of Finance, Yoram
Aridor. Polls here show
that because of these cuts
(brought about by redu.
cing sales taxes) 75
percent of the voters will
now switch to Likud.

Interestingly, the polls
also show that five
percent of those asked
said they had initially in.
tended to vote Labour but
that the tax cuts had
changed their mind.

This year elections will
definitely be close and
one of Premier Begin's
top advisers is reportedly
taking bets on the out-
come. He forecasts Labour
will win with 43 seats,
Likud 39, National Reli-
gious Party (NRP) 10
with the new “Telem”
Party of former Defence
and Foreign Minister
Moshe Dayan getting only
five seats.

However, such 5 result
would definitely not ayto.

oy

-

ical or personal faur pas
which might cost them
votes, especially during
the month of June itself.
The  current tension
with Syria serves Mr Be-
gin’s hard line party and
Western diplomatic
‘sources here would not
rule out some limited
Israeli military action “or
even a little war in south-
ern Lebanon” to be

engineered by Prime Mi-

nister and Defence Minis-
ter Begin which would
promote Isracli jingoism
and serve the Likud in
the polls.

Although many persons
+ who support the Likud,
including some of its se.
nior officers, view Mr Be.
gin as a liahility political-
ly, because of his health
and his apparent lack of
control of what’s happen-
ing, the Israelj premier
has picked up remarkably
‘during the past few
weeks.

Indeed, in 2 fine dis-

play of his old spirit and
oratorical powers, Mr Be-
I told a crowded party
conference this week he
would stay on in office, if
the party wished it, even
though he had publicly
announced he would quit
in two years, aged 70.

But if he doesn’t get in
then he will leave politics
altogether, a confidant
said.

bearing no relationship to
the needs of the region,
and development projects
that failed significantly to
ease unemployment,

Shortly after the army
moved in, Dolane said:
“Thus we shall settle ac-
counts with every kind of
nationalism which might
emerge wherever in Yugo-
slavia.”

Yugoslavia passes into
its second year without
Tito in a somewhat chas-
tened mood. Politicians
are calling for more open
¢ discussion. Milovan Dijilas,
and others, think this is
the only road the country
- ates

Bonnime—m look-

ing very shaky indeed.

Its collapse equld spell
the removal of the SPD
from the Berlin govern-
ment for the first time
since the war. It would
also mean a big setback to
the career of Mr Hans-
Kochen Vogel, the SED
governing mayor of Berlin
and the man so far felt
most likely to become
Chancellor if Mr Schmidt
were to step down.

The end of the Berlin
coalition would not of it
self mean disaster for the
coalition in Bonn, but it
would be widely seen as a
watershed.

It is only six months
since Mr  Schmidts
government was returned
0 power with an
increased majority for a
further four-year term,
but in that short span
very little has gone right
for it.

Indeed from the backbi-
ting and pessimism in the
coalition, combined with
the calm satisfaction of an
opposition which feels the
government is tearing it-
self to pieces, it would be
easy to mistake the elec-
tion victors for the van-

‘ quished,

There have been three
main reasons for this. The
first is that Mr Schmidt
— generally and some-
what exaggeratedly seen
as an “Iron Chancellor” in
his first six vears —
seemed to have lost his
touch in the months after
the election,

It has since emerged
that he was seriously ill
last year, refused medical
advice to take a: lengthy
rest, and emerged from
the campaign mentaily
and physically exhausted.

The second is that the
FDP, buoyed by an
increase in its general
election support, greatly
overplayed its hand in the
coalition ‘megotiations
which followed.

And finally enough
problems have presented
themselves to daunt even
the staunchest of partners
under the strongest of
leaders.

At home economic pros-
pecs this year are up-
favourable — despite a
growth in demand for
German exports. And with
the Polish crisis sim-
mering and the Ostpolitik
in danger, Bonn has been
anxionsly  waiting to see
which faction will prevail
in Washington to euide

[ Prince Notodom Sthanouk

as chief of state.

The .creation on paper.
or in fact of such a third
force could greatly im-
prove international back-
ing. and possibly internal
Cambodian backing, of
the “anti-Vietnamese resis-
tance. o

The Carter admimistrs:
tion, -embarrassed By hav-
ing ‘to support ‘the much.
despised Pol Pot force in
the United Nations as ‘the
alternative o the
Vietnamese-backed Phnom
Penh tegime, sought 'in-
conclusively to improve
the image of ‘the Cambo.
dian resistance, .

The Reagan administrs. .
tion, ‘in a decision made
in its early weeks in ¢
fice, but never announced,
decided to give a higher
publie profile to US con.
tacts with Son 'Sann tp
encourage him in a resis. -
tance leadership role.
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A FOUNDER member of  rangs subsidising  foog- help  from the Govern  would doubje by the turn
the  Consumer Council,  stufg, ment, of the century,
Mrs Margaret Lessing, yes. Last year the Govern- Mrs Lessing also advoc. An unfortunate fact of

terday opposed cails for  ment subsidy of “whole ateq MOving - away from South African consumer-
the abolition of general  wheat hreaq was about 10  price controls as she said  jgm Was the attitude that

sales tax on basic foods, cents a loaf, the council — Jike the housewives  woulq buy
Speaking at ap Institute Mrs  Lessing rejected  Government believed in anything. i
of Clt!zenship meeting in accusations sometimes  free enterprise, The consumer, she said,

the city, she said ‘that  Jevelleq at the Consumer She Said, that if the five should not he embarrassed
beople calling for this  Counci that it was com. Percent  annuaj growth to return goods to the
should remember the Goy- posed of ‘yeg men’ be rate of living  standards seller if they were found
ernment spent millions of cause it receiveq financial could he maintained, they  tobe unsatisfactory, .
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een. published i
of - repeated calls to..the,
Government to “releasé ‘§
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" introduced under existing legis-

ringe benefit

tax is likely,

By GERALD REILLy
Pretoria Bureau

THE tax on fringe benefits,

— Which has been threatening for
" three years, is expected to be
" introduced for the 1982/3 tax

Year, according to sources in
Pretoria.

This means that valuable
perks which have boosted real
incomes by millions of rands a
year — especially those of
executive-level workers — will

.*__._« be pulled into the tax net.

Though the tax could be

lation, which lays down broadly

~ that all income is taxable, the

provisions are not specific
enotigh. .

So -it is expected that the
Minister of Finance, Mr Owen
Horwood, will announce new
tax legislation in his Budget
speech in August.

There will be final consulta-

;. tions on the tax within the next

few weeks between the Direc-

__ tor-General of Finance, Dr
. Joep de Loor, the Commission-
_er of Inland Revenue, Mr Mick-

ey van der Walt, and organised

__hext year

commerce and industry, '
Assocom, the Federated
Chamber of Industries, and the
Afrikaanse Handelsinstituut
agree that it is fiscally right
that all income, no matter in
what form, be tased. But it is
on the tax value of the perks
that there is still disagreement.
The chairman of Assocom’s
tax committee, Mr R J Wood,
has stressed that a perks tax
would mean higher -p

atioh is concerned that the low

interest housing loans enjoyed |- :

™

by many of public

The Public Servants’ Associ- |~

sector workers will be taxed.

If they are, according to the |
president of the PSA, Dr Colin |.
Cameron, this would have a |.

disastrous effeet on
recruitment.

He stressed that cheap hous- |

ing loans were part of the

by the highest earning and
most productive groups in the
economy. This could affect the
availability and performance of
highly-skilled workers,

.Political observers are wait-
ing with interest to see if the
lavish perks enjoyed by Cabinet
Ministers are to be taxed. They
include two large homes — in
Cape Town and Pretoria —
wlitch are furnished and main-
tained by the Public Works De-
partment, free cars in the
R25000 to R32000 category,
with drivers, and large enter-
tainment allowances.

The Handelsinstituut view is
that only the State President
should escape the tax.

whole packag

p of
public servants, :

The perks tax will be aimed
primarily at y cars,

loans at subsidised interest [

rates, and entertainment
atlowances. .

Earlier this year, it is under-

stood, the Department of |
Intand Revenue worked on con-

B

cept figures for the taxing of
1 ith

ployees wil pany cars.
1t is understod -the figures

are: a car valued at R6 000 to

R9000 would be assessed for
tax at R123 a month; R9 000 to |
RI2000 at R140; R12000 to

R15000 at R160; R15000 to

R18000 at R178; R18000 to
R21 000 at R201; and above

R21 000 at R216.
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JOHANNESBURG, - 4. Human-' Selences ~ Reseireh
‘Council sutvey, done in 1877 and Just released, shows
that 75 percent -of married graduate’ women were-highly

Fortyseven bercent of these women were not work.
ing,- Up to. g1 percent said they would 80 out to work
if the system of Joint taxation was abolished,

The survey was done by Dr Dina Wessels who was
at the time, the chief research officer for the council’s
Institute of Manpower Research, -

EXCLUSIVE

- The survey haq not been published in spite of re.
peated calls to the Government to release it The Argus
has consistently asked for it, and this week the report

. Was made available exclusively to it,

" Leading South. African women, in reacting to the
report, said that if our tax system Prevented highly

trained women from working at thig time of a great
skills shortage, the Government should review it

, _ R
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Tourist hgtel
fo get new é;a
concessions:

DURBAN. — New tax conces-
sions to asstst in finoneing tour-
ist hotels were announced by
the Minister of Industries,
Commerce and Tourism, Dr
Dawie de Villiers, in Durban
yesterday.

Speaking at the 32nd annual
meeting of the Council of Fed-
hasa (Federation of Hotel Asso-
ciations of SA), Dr De Villiers
said that the Minister of Fi-
nance had approved amend-
ments to the Income Tax Aet
regarding the helel grading
subsidy. They would appear in
the Government Gazette on
May 22.

The announcement was made
during Dr De Villiers's com-
ments on the problem of

fi

f g tourist hotels.
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He said that with the
increase in the number of qual-
ity tourists to South Africa, it
was of utmost importance that
the trend should be stimulated
and encouraged. A lack of
facilities and services in popu-
lar key areas should not be an
mh:bmng factor.

It was clear, he said. that
better tourist hotels had to be
established. He had in- mind

hotels specifically for the tour-
ist, and not just those that gave
them ace dation.

.‘!'ﬂil
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DURBAN. — Dr Dawie de Vil-
fiers, Mi of Commerce

il

{4N3L INIIBNY) 0602 D (Sd1g) SNOISING-8NS HLIM S3uif]

and 'I‘ounsm, told hoteliers in
Durban yesterday it appeared
an increasing number of off-
¢ ion liquor retail nut-

o
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lets were involved in jllegal
liquor dealing.

Addressing the annual con-
gress of the Federation of
Hotels Associations of SA, Dr
De Villiers said: *'These trans-
gressions of the law are not
merely technical offences, bot
censtitute wilful, premediated
acts which reflect adversely on
the liguor industry.”

He was aware most of the
offences occurred because
there was no proper control of
the liquor trade in the black

3

i
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Referring to South Africa's
liquor position, Dr De Villiers
said the investigation by the
Competition Board into the
liquor trade was making good
progress. Its recommendations
— some of which might be
drastic — were expected at the
end of the year.

He said that though he conld
not commit the Government at
this stage to the recommenda-
tions, the report was consid-
ered very important

He said it appeared that
there was an increase in the
number of off-consumption
retail outlets that became
involved in illicit liquor
dcalings.

“These transgression are not
merely technical offences, hut
r-onstxtute wilful premedi

o

o~

acts.”

aware that most of the offences
were because there was no
proper control of the liquor
trade in the black metropolitan
areas, where most of the exist-
ing outlets were unlicenced.

Administrative problems had
caused delay since the Govern-
ment annonaced its intention to
allow blacks to participate
legally 1n the Jiquor trade, he
said. -- Sapa.

‘metropolitan areas, where

most of the existing outletsd:

were unlicensed.
Administrative problems had

caused a delay since the Gov-

ernment had d its

Dr De Villiers said he was
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intention to allow blacks legal
participation in the liquor
frade.

He said the report and rec- —f

ommendations from the
investigation into the liquor
trade were expected at the end

of the year — and some of =]

these might be drastic.

Although he could not com- =

mit the Government to the rec-
ommendations at this stage,

the report by the (‘nmpemlons -

id

iy

Board was
important. — Sapa.

ed very
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e redueed because of the Gov-
errment’s often-stated position
that it wifl enceurage the pri-
vate fector to play a greater
refe in new enpitatl
development.

The president of the Cham-
ber of Mines, Mr Rill Law-
rence, told the World Gold
Marlrets 1981-82 eonference in
London yesterday that such a
tax reduction would encourage
new capital Investment in gold

mining.
In addition, the higher distri-
butable profits realised by the
mines and theiv shareho'ders
would have a significant malti-
{)licr effect on the SA economwy
by increasing the amount of
capital in the private scctor
avaitable for retnvestment.
Value added to the economy
by gold mining in 1070 account-
ed for about 6% of GDP. In
1980, direct value added hy
mining contrihuted an estimat-
ed 175 of GDP.
Allowing for the indirect ef-
ding in

Hopes ?
drop im
gold]

o DY
e

/91 (a4

rates, e(gxity values and politi-

nhility would stilt cause
short-term surges of money
into and out of investment as-
sets, including gold.

Three factors would he of

rirne importance in determin-
ing the performancz of the gold
price over the next 10 years,
gaid Mr Lawrence.

Industrial demand, which in
elght out of the past 11 years
eecounterd for £5% or more of
total gold consumed, shonid
stage a revival from current
Jow levels as a generat econom-
ie recovery gets under way in
the near future.

Purchages of pold jewellery
continued to increase steadily
in nominal termg over the past
decade and this type of in-
creass could still he expected.

However, the sharp rise in
the gold price had reduced the
physical volume of gold con-
gumed iIn jewellery, and a full
revival of gold jewellery de-
mand to its previous levels of
about 1000 tons a year could’
probably be expected only when
the rafe of increase in real

fects arising from sy I
mining affecting other areas of
the economy, the multiplier ef-
fect, Mr Lawrence satd it was
estimated that last year about
26% of total expenditure on
GD?P was generated by the
gold-mining indusiry.

2| The shortage of skilled man-
power would, if it persisted,
undoubtedly act as a brake on
expansion plans. Mr Dennis
Etheredge, the previons cham-
ber president, said last year
there was a shortfall of 1600
skilled personnel on the cham-
ber’s member mines, equiv-
alent to the entire complement
of gkilled workers requived to
man {wo medinm-gized pold
mines employing 20 000 people.

Mr Lawrence said this preh-
lemn had not been alleviated to
any significant extent.

e believed the nent decade
wotld be marked hy a-return to
a greater degree of stability in
world economic systems and
financial markets.

However, fluctuations relat-
ed fo economic cycles would
contimie and currency parities
would react to differing rates
of inflation or balance of pay-
ments positions in the world’s
trading nations.

Inflation might be reduced,
4 but would certainly not disap-
L’Eemﬂ. apid changes in interest
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on a world-
wide hasis eqnalled or exceed-
ed the rate of increase in the
gold price.

The current renationalisation

of gotd regerves wonld continue
to be a feature of the system in
the years ahead, said Mr Law-
rence. Central banks would add
to their gold reserves if and
when feasible and gold collater-
al transactiors would become
meore commonplace.
- “T would not he surprized to
sée the re-emergence of an in-
ter-central hank market for
gold, enabling countuies in hat-
ance of payments difficulties to
utilize their gold reserves as
collateral or for currency
swaps without affecting the
ree-matket price of gold.”
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tax relie

Argus Correspondent

DURBAN. — Tax concessions for building
hotels were welcomed by the ‘president of
Fedhasa, Mr Arnold Brock, at the .close of ~

Fedhasa’s congress here. e

/

“He told a Press con-
forence he welcomed the
extension of tax conces-
sions over a period of
five years instead of enly
one.

Speaking  about  Fed-
hasa’s aims for the com-
ing year, he said the
qrganisation  would take
a closer look at one and
{Yo-star hotels and assist
them,

“
woThere are routes off
iﬁe tourist circuit that arc
far more beantiful than
{ife beaten track.
eWe are going to look
4% the commercial market-
sbility of hotels on these
futes, and fry 1o offer
holidaymakers a package
ti would he a genuine
a1,
“These hotels should be
ajl;owed to keep their own
inique style and idenfity,
g, said.
-The grading system was
dnly to ensure minimum
uality control,  which
should not affect the style
and services of smaller
hotels, .
Fedhasa would also con-
tinue its battle to try and
influence the teaching pro-

[T

fession 1o stagger its holi- -

days.

‘The tourist plant can't
cope with the holiday
crowds,

‘The hotels, railways and
airways are all congested,
and ncbody is comfortable.

*If sehool holidays were
staggered, it wouid@ aiso
help to level off valley
periods for the hotel in-
dustry.

On the issue of licences
heing granted to super-
markets to sell wine, Mr
RBrock said it was a mis-
conception that wine far-
mers nceded more retail
outlets,

‘Wine is a potentially
dangerous  produet, and
should not be associated
with groceries.

‘What is needed is an
crderly marketing system
that would ensure respons-
ible control over the dis-
tribution,” he said.

Fedhasa would continuc
to oppese the granting of
licences te grocers to sell
wine in theiy own shops,
hut; would Support it if
existing  licensees  could
oxtend their licences to
a wine counter in super-
markets, he said,




TAX ON FARMING

The tax returns which farmers should
have been submitting during the last two
or three weeks ought Lo show substantialiv
improved prof In many cases they wiil.
Fiven so denlaratione will neahahly hear

|6

T B\

little or no refation to profits the farmers
have actually heen making.

For a slart. the Februarv vear-end
makes a mockery of farm profit and loss
accounts. Most craps are planted in one

Farmers’ loaded scales ¢

tak vear and harvested in the next. So the
maize farmers, for instance. will be set-
ting the growing costs of this vear’s bump?
er crop against the income of last vear's
average one. And for good measure. many

of them will he throwing in the expense of
some of next vear's fertilisers as well.

Unlike other husinessmen. farmer:
not obliged lo value work in-progyes
few of them even acknowledype the #
tence. let alone declare the value 56f
consumable stores on hand at the vo:ﬁé;
end. In an industry typified by slow turn-
over. the value of inventories, work in
progress and control board agterskotie in
the pipeline may exceed total annual
revenue.

'onfusion is compounded where peren-
nial crops are involved. Sugar cane and
vines mav ahsorb costs for two und three
vears betore they generate any neonie.
With these it mav take three to live vears
before any visible taxable income be-
comes apparent. In the meantime. the
farmer who has planted them could have
added tens or even hundreds of thousands
of rands to his private balance sheet (the
one he shows to s hank manager rather
than the Receivert in the form of hidden
reserves. Tree crops, like apples. oranges,
avocadoes and pecan nuts, take even long-
er o bear taxable fruit.

It 1s true that all of these investments
eventually generate a net cash intlow that
will have to be declared. hut the system
effectivelv allows the individual farmer to
escape income tax as long as he keeps
expanding. The accountant's standard ad-
vice to every successtul tarmer client is
to “Fxpand! Otherwise the Receiver will
cateh you.”

Stock farmers can conceal profits in
cattle. sheep and pigs. which may be
declared at ridiculously conservalive stan-
dard values. At todav's prices. this provi-
sion affords the farmer an opportumty fo
understate the value of each cow by as
much as R400 and even sheep and pigs by
R40-R50. Standard values are usually jus-
litied on the grounds that they put the
farmer on the same basis as the industri-
alist who can value inventories on a last-
in-first-out basis.

The argument is superticially true. But
there is a subtle difference. Animais are
the grazier's capital equipment as well as
his stock in trade. So standard values
allow him to write off as much as 90°¢ of
his capital costs in the vear of expansion.
New farm buildings. fences. tractors,
combine harvesters. trucks and imple-
ments for use on the farm can also he
written off entively during the vear of
purchase. Once again the furmer who
expands is privileged to escape the 1ax
net. '

Defenders of the system argue that
agricultural expansion is a good thing and
that measures that encourage 1t ought to
be lauded rather than criticised. Their
simplistic view fails to take cognisance of
the types of investment that are being
encouraged. It expansion means buving
out a smaller neighbour tas it verv often
doest the country may end npovath doss

cdiabian than hotare

re

In SA agricullure. economists agree
that management is generallv the limiting
resource rather than land. labour or cap-
ital. That being the case. hig farmers tend
inereagingly to opt for wnm’h» tarm svs-
tems modelled round one or two extensive
enferprises. There s ample evidence 1o
supgest that their larms are both less
productive and less etheient than the
small to medinm-sized tamly anits which
thev are currently absortong at the rate of
aver OO0 o vear.

A great deal of publicity attended the
closure of the dairy ume on the previous
Mimster of Agricalture s own farm. Bt
Hendrik Schoeman s decision probably re-
flected the lorge scale of s tarming

Windmill . . . spinning
tax-free

operations rather than the producer price
of mulk. There comes a time when even
the keenest millionaire will opt out of tive
o'clock milking on Sundav mornmngs.
Smaller trv are still bidding up to R1 060 a
heiter to espand ther briesland herds.
Thev. too. of course. are atlowed to slip
these animals into their balance sheets at
standard values, But the provision doesn’t
henetit them to the same extent because.
unhike the land barons. they wouldn't be
liable tor high marginal taxes anvway.

For the-pig and ege industries. the bias
in the value of tax reliets is cven more
damaging. Both enterprises gee manage-
ment intensive and naturgliv helong on
small to medium sized familv farnfs,
where tender. loving care can be provided
round the clsek. throughont the week and
rousd the vear

Rut snstant capital wrife-otts have en-

couraged afd are still encouraging large
arable farmers and feed millers to pour
mullions of rands into vast new production
units. Half the cost to them is effectivelv

subsidised bv monev that would otherwise -

have gone in taxes. Interest on the monev
borrowed for expansion is deductible too.
But the smallholder. whose markets thev
are flooding. gains little or no benefit
jrom either allowance, His fax bill would
searcely be affected il hie had to depreci-
ate his buildings over 10 vears instead of
one. heeanse he would still be m a low tax
hracket for each of them. He benetils
little through being allowed to deduct
interest. because nobody will lend him
monevy to expand and his marginal rate of
ax is alreadv low.

During four vears of egg surpluses {gen-
erated almost entirelv bv milling compan-
ies. cane growers and western ('ape wine
farmers) it seemingly never oceurred to
the Minister of Agriculture that his col-
Jeague at Finance was to blame The egg
hoard was exporting surpluses al a loss
and resorting to pernuits and quotas o
halt expansion while the Recerver was
nonchatantly primimg the pump  at the
other end.

All in all. there would appear fo be a
good case for a re-examination of the
whole system of assessing farm income
and levving farm taxes. Current provi-
sions are undoubtedly aggravating a seri-
ous and harmiul trend towards the con-
solidation of farms inte larger units which
are then encouraged to substitute tnport-
ed capital equipment for local lubour.
While thev are at it. the investigators
would also do well to look into the etiects

“of the averaging option. Since 1462 tarm-

ors have been allowed to “equalize’” their
{ax rates bv using the average ot {ive
voars” profuts to determine their marginal
vates of taxation. As a means of putiing
the erratic protit earner on the same
footing as a consistent one. the idea of
equalisation was a good one. But when
inflation is galloping along at 16'.. the
option allows farmers to average five sels
of historic carnings denominated in rands
of very different values. Se farmers who
exercise ihe option are effectivelv heing
taxed according to a separate and more
generous set of tables of their own.

In the current polttical climate. farmers
should ne longer be allowed the time-
honoured  privilege  of virtuatly  writing
thewr own ticket either for tax or for
produce prices.

Government recentlv summoned up the
political courage to give the maize farm-
ers much less than their original (and
thoroughlv unreasonable} request 1M
April 101,

The logical follow-up would be for the
standing commission on taxation to cxam-
ine in depth all the special rules refaung
{o tax on farming operations. Anv that are
cconomicallv counter-productive should be
etfoctively moditied.
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. By GERALD REILLY
) . Pretoria Bureau
- THE Income Tax Act is likely’
to-be amended during the com-
ing -parliamentary session to
clear the way for the introduc-
-tion of, the fax on fringe bene-
. fits in. the \1982-83 financial

rear. | L

Comi'nerce and industry-lead-
ers believe the Government is
too degply committed to the
‘additiopal taxation for it to be
~abandoned now. )

Before - the proposed legisa-
tion is;tabled, however, it will
‘be'the subject of further discus-
sion between -the advisers to
‘the, Minister of Finance — in-
cluding the Commissioner for
Inland! Revehue, Mr Mickey
van der Walt, and the Director-
General of Finance, Dr:Joep de
loor +— and organised com-.
merce and industry.

" The ,draft Bill on the tax
proposal published last year
will form the basis of -diseus-
sion. It will be circulated for
c¢ommént . to.organisations
inclididg . the Afrikaanse Han-
delsinstituut, the Association of
Chambers of Commerce and
the  Federated Chamber of
Industrjes. L

The draft sets out proposals
on how. the tax shiould be evalu-
ated arid applied.

Meanwhile the AHI is due to
{\xet the Minister of Finance,

Owen Horwood, next week,
during his annual round of pre-
budget ‘discussions with organ-
ised commerce and industry.

1t is, considered certain that
the. fringe benefit tax, and the
timing [of its introduction, will
be.high on the agenda.

Mr !,iorwood,v.it is under-
stood, has given an undertaking
that a reasonable time will be
allowed companies to adjust
salary packages before thie tax
goes-into operation, .

One source pointed out: “If
they are going to tax company

cars and other. perks, employ- |
ers will Have to restore thereal |

incomej of employees with big-
ger salaries.” .. .

Budget day is.August-12 and
economists agree that the pos-
sibility of more tax concessions
can virtually be ruled-out:

The:.Government has
embatked on 4 deteriined
campaign to slow .down infla-
tion arid is unlikely  to raise
{otal spending power by a new
round of tax cuts._

Sorae sources claim there is
even a possibility of a reintro-
duction: of the savings levy —
scrapp&& ltaS: yea:r_ a\s1 }i‘art u?f
-~ effort to stimulate the
AV
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EVERY CANDIDATE MUST enter in
column (1) the number of each question
answered (in the order in which it has
kann ancwarad): leave columns (2) and

UNIVERSITY OF CAPE TOWN
EXAMINATION ANSWER BOOK

TAXES

Punishing excellence G» m nllv

The task of Receivers of Revenue is
thankless. While we all demand those
services which only the State can supply.
it goes against human nature to contribute
earnings to an amorphous pot to be used
by others for our good.

rates are a punishment for excellence. A
system which says, in effect. that the
better you do. the greater the punishment.

1t is not surprising that when tax rates
become too oppressive economic growth
sutters. This retlects the old maxim that
it vou want society to produce less of
something, then tax 1t. Applied. for exam-
ple. to productivity. it is not difficult to
see that society sulters. rather than gains.
trom punitive tax rates.

1t has been estimated that, 1n SA, a flat
rate ot tax ot some 12% would vield the
same revenue to the stale as the present
graduated scale which rises to 50%. How-
ever, more than 80% of taxpayers would,
under such a regime. pay more tax than
they currently do.

Penalising productive talent

As is always the case in any society.
regardless ot its system, brains. taleni
and energy are nol widely distributed.
Only a tew people can write good hooks.
or run the 100 m in under 11 seconds. 'the
same holds true for the talent to make
monev (and in the process create jobs and
enrich society at large). However. we see
tit to tax the productive members of
society punitively in spite of the argument
that. tor example, a tlat rate of tax would
generate such growth that all would be
better ott. We reject the argument that
low taxes are intlationary. Not oniy do

question you are answering.

o LUVSH LIE

What makes it worse, of course. is that
product ot the politics of envy. the pro-
gressive rate ot tax. As we all know. the
philosophy behind this scheme 1s that the
more we earn. the more we can attord to
pay.

they stimulate output, but it 1s also dit{1-
cult to understand why our money spent
by us is more intlationary than when 1t 1s
spent tor us by the State.

'fhis matter becomes germane at this
time as the government is pressing on
with its scheme to tax fringe benefits.
themselves a reaction, over many dec-
ades, to increasingly punitive tax rates.

Now there can be no argument with the
principle ot equity in taxation. The ap-
proach must at all times be evenhanded.
However. having allowed. by default as it
were, the system of fringe benetits to
become part ot the fabric of remuneration
in SA, the revenue must tread warily 1n its
retorm. There is no just cause why indi-
viduals should sutfer because the revenue.
as part ot overall reform including healthy
reductions in rates and increases in
thresholds. decides {o spread its net.

Clearly. a straight cash basis would be
preferable. We could then decide tor our-
selves what to do with our earnings m-
stead of having this dictated to us by
company policy.

This, however, is unlikely. particularly
in the civil service where, incidentally,
increased housing benefits have just been
announced by the Minister ot Finance.
Clearly, also, the revenue is to be encour-
aged In stamping out abuses. manv ot
which are linked Lo iringe benetits.

But the vast majority of ordinary tax-

nuniver Ul Ne

In the age ot welfare. however, 1t is has
been taken to the point that not only does
one pay more tax when one earns more.
but one pays a greater proportion of
those rewards tor hard work. dedication
and risk-taking. Steeply progressive tax

payers are decent, honest people who do
not want to cheat. In fact. social scientists
in high tax countries attribute declining
public morals to the erosion of values
which happens when cheating on tax be-
comes endemic and even socially accept-
able. We must all pay Caesar his due. But
it is the duty of the revenue to recommend
to parliament a system which does not
discriminate between those in the public
and private sectors; which treats evenly
the highly ranking politician and the man
of business atfairs. both of whom play
essential roles in society.

Fquity needed

The revenue must also consider those
many thousands of productive South Afri-
cans who serve in the banking. insurance
and building society movements: their
contribution is no less important than that
of the civil service. It is a mark of the
civilised society that tax law is fair, as
unambiguous as possible and is adminis-
tered in as evenhanded a manner as men
can achieve.

And uppermost in the minds of those
charged with this task must be the thought
that our tax system, if it is to serve the
long-term interests of SA's security and
prosperity, must not discourage mnova-
tion. sheer hard work and the creation of
capital. for these are the foundations of
growth.
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unless candidates are so instructed.

2. Blue or black ink must be used for written 2.
answers. The use of a ball point pen is accept-
able. Red or green ink may be used only for gilator.
underlining, emphasis or for diagrams, for 3.
which pencil may also be used. 4

3. Names must be printed on each separate sheet

{e.g. graph paper} where sheets additional to

examination book(s) are used.

4. Do not write in the left hand margin.

Candidates are not to communicate with other
candidates or with any person except the invi-

No part of an answer book is to be torn out.

All answer books must be handed to the com-
missioner or to an invigilator before leaving the
examination.

Any dishonesty will render the candidate liable to disqualification and to possible exclusion from the
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Exciudes obstetrics,

surgery.

On recommendation

Fund may arrange for

testing of eyes.

At discretion
of management
committee, an

Worsted Textile

of the committee.
25% of cost of
artificial
dentures.

Fund pays: 50% of

cost of lenses and
R5 towards cost of

frames.

initial fee may
be paid by

fund.

I9/ue

(19)

Only one out of the twelve industries in which medical benefit

schemes have been established extends benefits to dependants. The

contributions are low and the funds claim they do not have the
All the funds have free

finances to include dependants.
All have pharmaceutical

medical treatment by a panel of doctors.
In three of the funds, a minor part of the cost of

benefits.
In orne there is an annual limit

medicine is borne by the member.
on pharmaceutical benefits. Four of the funds allow a limited
number of visits to specialists or make provisions for this,
according to the discretion of the management committee. Three

of the funds make provision for partial payment of hospital fees.
Eight funds have optical benefits and nine have dental benefits.

Both of these are partly in the form of subsidies. We can see

from the table that the main benefits from medical benefits
schemes are free medical attention from general practitioners and
pharmaceutical benefits prescribed by the panel of doctors.

African workers are excluded from the medical benefit schemes in

the Bespoke tailoring and Bedding Industry. This is because the

Minister of Labour did not extend these agreements to African
In all these funds, African workers cannot be directly

workers.
Although there is a

represented on the Industrial Council.
tendency towards more preventatively based medicine in medical
benefit funds, in terms of stating in theory that they make

attempts to provide general health education to workers, but only
the Clothing and Millinery Industries and the Baking and
Confectionery Industry provide practical benefits in this direction.
The Baking and Confectionery industry provides for vaccinations

and preventative injections. The Clothing and Millinery

industries have established gynaecological, optical and dental

clinics. They conduct mass immunization campaigns and have in

the past carried out worker health surxveys.
curative medicine is very apparent in the field

This bias towards
For example, Government and

Africa, in general.

expenditure on hospitals

medicine in South

local authorities as a percentage of total

expenditure on health has risen from about 80% (1949-50) to about
83% (1950-60) to about 84% (I970-7I) and to about 83% (L974-75).
Whereas Provincial expenditure on Public Health as a percentage of
total expenditure on health has decreased from 3,6% (I949-50) to
0,7% (1959-60) to 0,07% mquO|qu to an almost negligible
percentage in I974-1I975. All the medical benefit schemes require
between thirteen and sixteen weeks of weekly contributions to the
fund, before members are eligible for benefits.

Sick pay benefits

Of the twelve industries reviewed here,
schemes exist, all have sick pay benefits as part of their

in which medical benefit

T
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The two main towns, Mbabane and
All district administration falls

directly under the Minister for Local Administration.

The country is divided into four districts and each is admin-
both have Town Councils.

Swazilend is unusual asmong Africen countries in that the vast

Swazi law and custom and connected with Swazi tradition and culture.
majority of its population shares a common language, tradition and

istered by a District Commissioner.

Manzini,
Population

MINISTRY OF HEALTH
PRIMARY HEALTH CARE

It is landlocked, being situated

ENT
between Mozambique and the Republic of South Africa.

i

Swaziland is divided into four well-marked

BACKGROUND INFORMATION

SH¥AZILAND GOVERN
The Kingdom of Swaziland is a small country covering an area

Within its borders there is a great variety of physical fea-

of 17,363 square kilometres.

tures and climate.

enumerated a

taken in 1976,
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| By Henry Reuter,
Star’s Afriea News Service
| 'NAIROBI'— With a bitter
attack on South Africans,
‘ whom he described as

The

“hypocrites,”  President
Danjel arap Moi has set
the tone for the 1981
OAU summit meeting
which opened in Nairobi
last night. .

In a speech on accep-
tance of the OAU chair-
 manship for the ensuing
‘.year, Moi said South Afri-
‘cans were hypocrites
‘‘because while  they

The last population census,

history.

profess to . be Christians

and -upholders of civilised
Christian faith they reject
and betray the most fun-
damental commandments
of God.” C
Hitting' out at the five
nation Woestern contact
o group on Namibia Mol
% said there were countries
which supported . the
South African regime on
the pretext of containing
eommunism in Africa and
£ protecting sea lanes to the
west,

o
2]
]
»

h

SAFEGUARD

“But they should clear-
ly understand that the
;. South " African situation
can no longer sustain any
meaningful safeguard for
what  thdy refer to as
their vital economic
4 interests.

“On the contrary the
sitnation in that unhappy
J country is a direct threat
4
|

*una from Nor

I

£,

to stability and peace in
Africa and internationally.

“It therefore endangers
the political and economic

-iment of this aim wili 1nvolve

- Moi added that Aftican
states must,now make it
clear that. those who sup-
port the South African
regime and “its abomi-
nable system of apart-
heid” are against Afrig
states individually a!?g
collectively.

A Kenya Government
statement - today said 31
heads of state and govern-
ment had arrived for the
OAU summnmit meeting
which continues this
morning, )

Libyan attempts to sub-
vert other  African
nations has cdused bitter
infighting at the summit,

Sudan President, Gaafur
¢l Numeiry accused Li-
hyah leader, Muammar
Gaddafi of wanting to sabo-
tage the OAU,

Numeiry has accused
+Gaddafi of playing a role
in international terrorism
as a proxy of the Soviet
Union,

Libya, Numeiry says, is-

* using her oil wealth, not

for development, but to
destabilise other African
nations and to .retard
their development. ’

“Gaddafi spends billions
of dollars on armaments
from the Soviet Union,
What does he need this
for? He should turn the
5000 tanks he has into
tractors. I have to keep
some tanks because of
Gaddafi, I would sooner
turn them into tractors if
he was not a threat to my
country.,” -

The Standard news-
paper said in an editorial
that Gaddafi was attemp-
ting to build an image as

interests of all mnations @ peacemaker with a view
and groupings, including to securing the OAU
the West. ghan;mangh;lp but nobody
“More : in his right mind could

must_gbe ‘lﬁ’::isg'ﬁe t:“ggg consider Gaddafi peace-

| on the South African re. Maker .

1 gime, until the legitimate @ Page 5: OAU ~ Nu-
rights of the people are joma alleges secret US
attained and upheld.” pact with SA.
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There are 4

The estimated number is 7 for the country.
There are 150-160 active

cxpansion of the programme for consoli-
The Government is concentrating its

dation of land holdings, resettlement and the creation of basice

infrastructure in rural areas.
The registered membership was 2200-2500 during the yeaTr

The Home Economics section in the Ministry of Agriculture has

extension workers who are based in rural areas and work with women's

development efforts in a number of Rural Development Areas (R.D.A.),
organizations and other community meambers.

where it promotes resettlement schemes and provides soil conserva-
Zenzele Associations which are regularly visited by home economics

tion, infrastructure and dams for irrigation purposes.
field staff.

RDAs at present.

Prior to

that date, it was a protectorate administered by the British Governe

It is slightly hotter
The Prime Minister

Side by side with the system of elective

I - THON

runs along the eastern length of the Lowveld.

and drier than the Middleveld.
The King (ngwenyama) is the Head of State.

leads the Government.
whose council adviees the Ngwenyams on all matters regulated by

Swaziland is fortunate in possessing a number of rivers which

flow perenially across the country.
Swaziland gained Independence on September 6, 1968.

government, there is the customary government of the Swazi Nation,

Government

ment,
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By Henry Reuter,

1 - The Star’s Africa
1 - News Service

NAIROBI — With a 15-
hour all-night session,
OAU heads of state
wound up yesterday
what Egyptian Foreign
Minister Boutros Ghali
aptly described as “the
summit conference of
transitional solutions.”

In four days of talking
the 33 heads of state and
government and delegates
from the other 17. African

countries were united

only in their opposition to

Afrlca leaders united only

on apartheid and SWA

that of "the. non-aligned
states and any other coun-
tries willing to help.
Three 'major issues
referred to an ad-hoc com-
mittee with instructions to
report ‘to QAU Foreign
Ministers.. in 1983, were
proposals to form an OAU
defence force, an OAU
boundary .commission arnd
an. OAU political security
council on the lines of
that of the United
Nations.

Demands by halfa
dozen black countries for
the withdrawal .of the Li-
byan invasion .force from
Chad amounted to.a big
nothmg when Chad Pre-

the.  venue for next year’s
OAU summit.

Thisg will make Libyan
leader Muammar Gaddafi
the OAU chairman for
19%2-83, although several
African heads of state
have said they will boy-
cott any OAU conference
held in Libya.

Somalia President Siad
Barre was told to accept
the findings of a commit-
tee on his border dispute
with Ethiopia that he
should stop claiming terri-
tory belonging to Ethio-
pia, Kenya or Djibouti.

Vehemently  rejecting
the findings, Barre de-
clared that they would

Coloﬁel Gaddafi . . . always
at the beginning.

cribed s “this non-
existent phantom state”
was not allowed into the

summit. And nobody quit .

the OAU.

Instead, following a dec-
laration by Libya that it
would stop arming Poli-
sario, Morocco accepted

‘the - advice ~of an-. OAU

good .offices committee
that there should be a
ceasefire while the terri-
tory’s fate was determined
by 4 referendum.

Another adhoc commit-
tee was set up to work

.out procedures for the

referendum.
Onee agam the great

. apartheid and
for an independent Nami-
bia.

They passed 53 resolu-
tions -and agreed on two
declarations. They solved
none of black Africa’s
pressing internal disputes,
shelving major issues by
referring them to commit-
tees. But although Africa’s
leaders piled up probiems
for the future, they ma-
naged to keep the fragile
unity of the organisation
mtact — at least for an-
other year.

- On South Africa, they
predictabily called for
comprehensive  sanctions,
including an oil embargo,
and demanded a special

UN General Assembly ses- .

sion September to discuss
Namibia.; .

" They declared that ar-
med struggle remained
the most effective course
of action to bring in-
dependence to Namibia
and decided to attempt to
co-ordinate  the OAU’s

| back-Swapo campaign with

In their dedxcahon to a pro-Swapo
stance, the Afrlcan heads of siate
seemed determined that the only way to
Namibian independence was through

violence.

sident Goukhouni Queddi
(who called in the Libyan
forces in the first place to
help him defeat’ the

Sudan-backed forces of his :

Defence Minister, Hissjne
Habra) was given carte
blanche to decide whether

. he wanted the Libyans to
. stay or go.

Libya won another maj-
or victory' at .the summit
when, in the face of
strong. opposition. by
Fgypt, Sudan, Tanzania,
Ghana _ and several other
countries and - despite
complaints by 10 presi-
dents of Libyan attempts
to subvert their govern-
ments, the. Libyan capital,
Tripoli, was confirmed as

result in bloodshed in ‘the
Hom of Africa:

On the most crucial
fssue affecting OAU . unity
— the war between Mo-
rocco and. Polisprio for
the western Sahara — a
split between the 26 states
which support Polisario
and the 15 which agree
that this former Spanish
territery is traditionally
part of Morocco was
avoided. .

The bluff of the " 28,
who threatened last year
to quit the OAU if ‘the
Polisario’s Sahrawi "Arab
Democratic Republic was
not accepted as the OAU’s
51st member, was called.

W hat Morocco des-

con-
fronting the Afncan conti-
nent were virtually ig-
nored, although more lip
service was paid to ‘them
than is usual.

There was evidence of
growing agitation among
the black states about the
dominant role being
played by the Arab states
in OAU affairs.

Theé Arabs were not
allowed to get away, with
their attempted - condem-
nations of Egypt for the
Camp David agreement.
As Egyptian Foreign Mi-
nister Ghali pointed out,
repeatedly, Egypt's objec-
tive in signing the agree-

ment was to .remove
Israelis from “African”
soil. - :

At least ten heads of
state went home disap-
pointed because of a ru-
ling by chairman Pre
sident Mol of Kenya that
the summit would do its
work before listening to
heads of state- who wanted
to make speeches.

wwos werey
90% of ths unite of malnourished children had lese than

nutrition as, while UN children may appear lively at any one encountar,
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Provincial Reporter

THE Transvaal, Free State
and  Natal ) faced jn.
creased  proyineiy) faxes
and servico feeg this year,
The last increases in’ he
Cape  were in 1977
indicating tpe likelihnod
of  Cape inereases next
nionth,

Dut since he took office
two years ago, Mr (ene
Louw has Tepeatedly com-
mitted himself ,q
Administrator to keep the
4N in the streef's tax
burden as low ay bossible,

With the help of {pe
Provincial Fxecutive Com.
miftee  angd all  depart-
ments, he hag Tepeatedly
pared expenditure to the
‘hone, making hogspita] ser-
vices and education  hys
priorifics at the cost of
other Services, including
roads, publie resorts and
conservation.

SUBSIPIES

The hig question  that
faces My Louw and the
Executive Committee 1hs
year is’ whether the new,
higher Treasury granty
and subsidies are cnough,
or whether, like the ather

provinces, the Cape will .

have to inerease taxeg and
ecs.

Mr Louw wil Dresent
the Cape budget tq the
Provinciai Council on July
29, Last year, tax in-
creases were Aropred by
the Administratopr and
Executive Committee at a
Tast-minute meeting
before  the hudget. Ths
year they may have png
option.
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tax mereases

Mr Louw hag already  tiop . R10-milljon from
indicated he s unlikely 1g betting ang totahsatoy tax,
put up betting taxes, Ri-million from entertain.
which are already high — ment  duty, R50~millinn
‘You don't wany to k1] the from mofgp vehicle
£0ose that Javs the folden licences and nomina]
©eg," he sajd last year, amounts from game anqd
Lishing licences,

Ahout  gp bereent  of
patients at proy ial hos. A further R35-million
pitals  are el led  as comes  from departmental
‘needy patients' anq Te-  receipts, including about
Yewe  suhsidiseq treat. Ri17-million from hospital
ment, but the patient cost fees, R1l-million {from
as Increaseq three-folq in school fees, boarding fees
the past 19 years. i

Vehicle Iieence fees are ic 1 5w
likely to be tapped 10 help fo hublic 1esofts_, a5 well
as fines and forfeits.
meet  the hacklog in . s
Wwgent road construction, This year, the Adminis-
‘Wo just have 1q find the tralor.mll budget, for the
nioney somewhore! yp first time, for expenditure
Lonw™ gaiq earlier this in excess of R1000-mjl.
year. hon. Betwoen 74 and 80
pereent will po received
The Cape collects ahogt by way of Tx'easury subsi-

Rﬁl-mmmn in direct faxa-  ging and grants,
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ol Danznger “lectiirer
" the Departiment of Mercan- |
tile:Law at the University ‘of
ca; says thig.in the [.

" tion Rehus;

.. -the, South’; «Afr an egal
journal, . * :

Ma‘rrled éouples could-

the husband’s- total ‘taxes |
phyable were, not less: tlhan p
. alo)

|

ratist 10bby arguments that:

" @ Separate taxation would,
benefit the economy.
# Joint taxation was inéq

. table did not - recogmse mal

. _statusv. and :prq'mo

. separate taxation. -’ ;
The immorality argum" nt’ was;
. the weakest, he said:*' -
The number of couples’

fore marriage vows ap:’
peared to be fewr " - §

-marry indicates they al
the top income catego
§ ' Mr Danziger said..
Falling tax rates, incre
deductions -for' a .w!
earned income-and inc;
_ing rate of employme
- married women *weak
these arguments; .
A completely eqmtable tax
tem was ‘a ‘pipe dre;
24 and. the -assessment ,pro
"' could not View taxpaye
§ a vacuum, Mr Danzig
said. * .
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More taxes for black

MOST blacks in South's *“The current thrust of
Africa were taxed more & taxation policy is indeed to
heavily than whites, a$@swing the balance cven
speaker at the Polstu further in favoiir of the rich
congress in Prelurmghv|mposmgmd| tlaxes
claimed yesterday. - =2 like GST, which hit the poor
Delivering & paper (mip'\m(-uhrlv severely.”
“Capitalism, Socialism,Z pp Berman said it was
Afric -S('u'm'l'lsm or a Newr~p.c view that the country
Alternative,” wasMr KanfWl oo move in the
Berman, a free-lanc X gireetion of social democra-

journalist. v 5 ilute
L y and not of undiluted
He said blacks, for capitalism.

instance, were not eligible
for the rebate that whit
gol for wives and children.
- e on State inter-

This involved:

and distress; . R

® Redistribution not only of

income, but alse of cexrtain
apital  assets, ~ especially

land, ‘and the introduction

cultural and other (-nlor—
prises;

® Legislation m’lkmg
racial’ dlscrmlmauon an
offence,-and
¢ Movement. . 0\'ards a
political democracy ‘i
place of our present*r ’\(‘l'll
| oligarchy.t ool

. Pl'u'lng much groau'r‘

V('llllOn to relieve poverty

of - State-sponsored: agri- |
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THE severe drop
in the gold price
since the end of
March may well
result in a raising
of the sales tax in
next month’s Bud-
get, says Professor
Z Gurzynski, direc-
tor of the Univer-
sity of Cape
Town’s School of
Economics.

He told Business Argus

raising the sales tax was a
much greater possibility
than raising income tax if
the Government had fo
make up any shortfall in
revenue resulting from a
substantially lower gold
price.
By taxing income the
‘Government would be tax-
ing savings, which they
want to avoid as they are
keen to promote as much
saving as possible.

‘Furthermore, higher
personal taxes would re-
sult in expectations of
future demand for output
being less optimistic, caus-
ing a fall in real invest

Borrowing

The other options open
to the Government in the
event of a shortfall in the
required revenue fo
finance state expenditure
were to increase its inter-
nial borrowing by issuing
Government securities at a
‘cagonable rate of interest,
to cut down on State
ices and handouts.
aturally ~ everything
depend on just how

of a shortfall there
£ it is small, we might

be landed with a

U

Professor Gurzynski

higher sales tax. If it is
high, we could see all the
options coming into
effect.’

Other economists inter-
viewed pointed out that in
itself the plunge in the
gold price had so far not
constituted much of a
threat to South Africa’s
economic future, in_spite
of the loss of valuable
foreign exchange that it
entails.

Of far more signific-
ance, they said,- was the
mood of despondency that
the depressed gold price
had, precipitated in  the
business community.

Even at the present gold
price the country was still
very well off, but the fact
that gold — the kingpin of
the economy — had slid
so far, so quickly, and the
uncertainty of where and
when it would finally bot-
tom out, had generated a
pessimistie investment
outlook.

Related

Dr J Cloete, chief econo-
mist of Barclays Bank,
said: *The level of busi-
ness confidence has always
been closely related to the
gold price and the latest
fall has had a significant
effect on investor confi-
dence.

Although  the recent
drop in the gold price was
not a serious threat to the

)

RS S T

economy, it would doubt-
less-be felt.

“Since Government reve-
nue from gold will be
down this year, its borrow-
ing requirement will be
much higher. It may have
{o borrow more money in
the capital market, at a
time when capital is short,
and this will have an
adverse effect on private
sector borrowing.’

Professor Gurzynski
said that in spite of falling
gold eanings the pros-
pects before the country
were not unfavourabie.

‘Only now we will have
to create and support our
own prosperity ra ther
than = somewhat fortuit-
ously benefiting from
world inflation and
deepening despair as has
been the case over recent
years,’ he said.

Rand’s fall

oh gm.thewnews_.
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Tt was mnot fa national
disaster’ when the rand
fell in relation to the
dollar nor ‘a national tri-
umph’ when it rose.

#you cannot just consi-
der the rand in relation to
the dollar.

“While. the rand bas
fajlen in relation to the
dollar, it has also risen
against a number of other
currencies, the spokesman

said.

Professor Gurzynski also
was unconcerned by the
Jower rand. He said: A
lower rand Wwill make
exports more profitable
and imports dearer, thus
also helping to redress
pressure on the balance
payments.

¥As the economy’s of
world begin improving,
will be easier to

more to import more.*
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The applicability of this technique may be very limited.

It

lines to

is the same along each price line {(isocost line),

is doubted whether health care processes can normally be

A choice

the right (e.g. X'X') representing a higher cost.

represented simply as a production process involving inputs

is therefore indicated where the lowest cost line intersects

(Perhaps it is a reflection on the conventional

and outputs.

- in this case at point A,

‘possibility frontier', AB,

With rnon-linear

the

A second

types of health care that it can be so represented.)

the choice may involve

‘possibility frontiers®

problem is the extremely precise information needed on each

a combination of techniques.

Outcomes are often unknown even in medical

process of care.

) 1"-A7rbgus Correspondent{ B 1
PRETORIA. '~ The Afrikaahse Handelk-
instituyt: has called for wide-ranging tat

ims to be introduced in the Budgeti,

Jio:Among the reforms and @ Incfeasing the level

DRSS Y - el i
c ucesﬁloz}/s the AHI pro- . whick the liaxi'mum‘ vlsae&nt-
oses are: sonal’ tax is reached:t

allcieasing the amount . R§),000 . 3
d“ 4L 8160 married . @ Increasing the amoun

) Y, . of  profit companies-. are:
final ‘egualisation allowed to

4 13 plough bac]
atfes Tor whittes and  frém’ 35 10 50 percent. 5
ng the minimum nereasing the amounts
nf’ tax is ‘payable on  eXempt from tax-in estates,
From R1 00010 R3 000, . @ Increasing the. tax re.
© Rélaxing .the “scales of - bates for deductions such
personal {tax ‘5o that the -/as. providing “housing for
maximum i -achieved as ' -’black . farmworkers to "a
close as possible to-that-for ore redlistic. lével .in
company tax. ew, of inflation.

i

— m o -

" ‘The AHI says the Go

" ernment.will ‘have to
tinue ;with :its pelicy -of
strict ' financial diséiplina,”
but ‘Warns that the’ policy. .
of increasing real*Govern.'

- ‘ment: spending, coupled:
with; growth through the
private -sector is. not ‘the :
answer.. . Ll

THi$ policy could lead fo-
overloading . the - country’
resources and increasethi
inflation problem,

Attempts must be mads
to “present a . mettral’

.. Budget in view of. current

U * economic: conditions, " +
) Such a Budget: would
! prevent the increase . of
~ “demand’ ‘inflation, w]
.the _depressing. effect
inflation’on consumer and
' economic growth would'be
|- partly relieved, ;
delicate balanc

~
¢hé"ratio or price:

ng 7
The process is known as linear programming, since

Choices between 3 or 4 techniques can also be shown

< : 9
tween growth and the preé:- - o
I vention of inflation‘has, 59
i be .achieved, but inflation_ 1§
1 remains the priority, Lo
. kA yg
T T ——— v
g Fpe
40 - g 30
Q £ 00
L5 882
< M HoHoR

computer.

the relations between inputs and services rendered is assumed

i.e. a doubling of inputs leads to a

to be linear

doubling of outputs.
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i Own Correspondent

i The Afrikaanse Handelsin.

stituut has called for wide
i ranging tax reforms o he
| introduced in the Budget
next month.
1

Among the reforms and

tax concessions the AHI

| has called on the Minister

| of Finance My Horwood 1o
| announce are:

I o Increasing the
[‘ amount  deductable fgr
i married women to R2 000.
© Finally equalising
tax rates for whites and
blacks. )
@ Incressing the mini.
Mum taxahle amount from
R1000 to R3 000.

) Relaxing the Scales
for persona) tax so that
the maximum s as close as
, bossible to that for compa-
| ny tax.
I © Increasing the level
at which the maximum
! Personal tax is reached to
RA0 000,
i & Increasing the profit
companies are permitted
, to plough hack from 35
percent to 40 percent:~

}%ﬁ ns

ol £
erwreasing tax  rep.
ates for deductions such
as providing housing for
black fapm workers tg ,
more realistie level,
CCAUT g59 the
Government would  have
to continye with jtg policy
of striet financial dicej.
pline, 1t warned that the
policy of increasing real
Government i
coupled With:  growth
through the brivate sectop
Was not the answey.

Tt said thig policy eould
lead to overloading the
country’y resources  and
might increase inﬂation,

he current high eco.
“nomic growth rate could
cause hottlenecks in the
physical anq social infras.
tructure, implement

in the
economy thega bottlenecky
would have tq be identi.
fied and overcoma,

The AHI saig Govern.
ment priorities should in.
clude the continued provi.

£
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" Manpower development.

"!EIE!!;

education ang the deve. |

lopment anq consolidation

of the nationaj states were
alsn of great importance, ! m
Speeial attention should jvld
8 paid 19 jnrrastnu‘tuml ! DAY
develnpmr:nt and housing [ e—
because of the enn. o 8dn
ployment the construction
sectgr 8enerated, J
The AHI saiq o delicate !/
halance between Browth f .
and the prevention of in. !
flation hag to be achieveqd !
- but Curtailing inflation i
remained the Dpriority, ,’
———F
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THE average family man spends fully
three months of the year working for the
taxman, while top executives have to work
for more than six months before they can
put money into their own pockets.

This is the conclusion reached by a
leading Johannesburg personal income tax
adviser, who has compnted a timetable of
"Tax Freedom Days' for various income
categories, .

The term, Tax Freedom Day (TFD), is
widelf used in the US, where fax advisers
usually calculate the day when taxpayers
have worked, enough to pay off their yearly

A TR

rking

for_th

Mio 2l

By Elizabeth Rouse

obligations to the Federal State, their own
State and their citﬁ

The adviser’s table, listing tax free days
and percentages of the year worked to pa
tax, is based on current tax rates (whic|
hopefully will remain unchanged in next
month’s Budget),

The incnme table assumes that the earn-
ings apply to a married man under 60 with
two childven and assuming maximam in-

R B S N AR

,
U

surance and medical allowance deductions.
The tax year starts on March 1.

Earnings  TFD % of 365 days
R 5000 March 1 0
R10000  March 13 4
R15 000 April 2 9
R20 000 April 21 14
R25 000 May 5 18
R30 000 May 24 23
R40 000 June 11 28
RGO 000 July 6 35
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plans for

taxing Aousing bencfiis ana-
there is probably more fringe
benefit money wrapped up in
subsidised housing loans than in
_| any other form of tax-dodging
il perk.

-declined to say whether or not
legislaton would be tabled dur-
ing the coming parliamentary
session to wnmmmqm the way for
implementing the tax on perks.

Discussions

. Dr De Loor said final discus- ;
sions would be held with organ-
ised business sometime after
the budget. In this case, the

earliest the tax could be intro- |

duced was at the start of th
1982-83 tax year. . €

A S tax 1an
En.w J Wood, says organised
business urgently wants clarity
on the tax. .

The threat had been rum-
bling for the past three years.
A draft Bill setting out propos-
als had been examined from all
sides w.nan_ Ew Minister had the
views of the bhusiness communi-
ty, Mr Wood said.

‘‘He has all the relevant data
to make up his mind.”

Mr Wood said the uncertain-
ty in the business world in-
creased with the continued de-

jlay in announcing the
Government’s intentions.

Companies would have to as-
Sess to what extent their em-
ployees were affected, what
part of their real incomes
would be classified as perks,
and how they were to be com-
pensated for those that were

The Director General of Fi-
nance, Dr Joep de Loor, has |

| many executives is made up of
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‘| the delay in implementing the

! w:v:a sector workers who get
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taxed, he said.
—

By GERALD REILLY

| ORGANISED commerce and industry has urged the Minister of

Finance, Mr Owen Horwood, to announce his intentions on fringe
benefit taxation by August 12 — the day he delivers his budget,
speech. :
The tax which will affect tens of thousands of taxpayers — it is estimated the
Government will siphon off R50 million in revenue from the perks — has been
threatening for nearly three years. . -

1t is estimated that as much " [—
as a third of the income of

e

-
-

dV

erks — free cars, subsidised [
ousing and other loans, and
lavish entertainment
allowances.
However, one of the major
problems and a basic cause of
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tax is the many thousands of
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ig housing loans at give-away
interest rates.

The Public Servants Associ-
ation has made strong appeals
through the Commission for
Administration to have i
loans exempted from the tax. L

Impartial

But the Minister has said the
tax would be implemented with
scrupulous impagtiality —
which was taken to mean that
all people, irrespective of
whorn they worked for, would
be subject to-the tax.
. Assocom, the AHI and the
|, Federated Chamber of Indus-
tries have made it clear that if
4here was any attempt at dis-
crimination between the public
-and %q?w»m sectors, there
‘would be an uproar from the
business community.

However, it is learnt on good N

ur s

Bututp

authol that the Government
is h v~ vrec¢ thouthts on




oncern o
a higher

By GERALD REILLY
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If the GST was increased by
only 1% revenue would rise to
more than R2 000-million,

_SPECULA_TION that the Minister of Finance, Mr Owen Horwood,
intends raising the General Sales Tax level from four to five or 6%
In next week’s budget is causing concern.

economists estimate.
*'The temptation to raise the
tax, therefore, must be strong,
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And_yesterday the Progres-
sive Federal Party and the
Trades Union Council of SA not
only appealed to Mr Horwood

-not to raise GST, but to remove

it from basic foods. .
However, the PFP’s spokes-
man on finance, Mr Harry

Schwarz, said the Government.

was in a dilemma,
Because of the steep decline
in the gold price during the
ast few months taxation from
e gold mines could fall by as
much as R800-million - for the
first half of the financial year,
compared with the expectation

at the start of the financial’

year.

Revenue
' “This is why speculation has
rown.that the Minister and his

g
*UOT3onI3SU0) BUTPTTNG 40 33 advisers are looking for-supple-
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mentary revenue sources and
to GST to recover some of the

revenue lost because of the- .

lower gold price,” Mr Schwarz
said. .

According to the Department
of Inland-Revenue the: collec-
tions from GST during the 1980-
81 tax year were estimated .at
R1 550-million, .

but it must be resisted because
it would intensify inflation, im-
pose further burdens on lower
income groups and aggravate
the potential for unrest,”  Mr
Schwarz said. .

‘Intentions

He appealed to Mr Horwood
to_make his intensions about-
GST known immediately +be-.-
fore..next - Wednesday’s budget
~; to .end the undesirable

speculation,

The president of the Trades [

Union Council, Mr Andre Mal-
herbe, said Tucsa and other
trade union organisations had
pleadedwith the Government
on a number. of occasions to
remove GST from basic foods, .
“There is now more reason
than ever for the Government:
to take another look at the
issue,” he said. = '
The chairmar of the Federal
Consultative Councel of Rail-

. way Staff : Associations, Mr

Jimmy : Zarich, 'said there
would ‘be strong support - from
the Railways’ seven unions for
scrapping - GST. on '.essential
foods. '
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‘may raist

Political Staff -

SPECULATION that the'
Minister of Finance, Mr
Owen Horwood, intends rais-
ing general sales tax from 4
percent to 5 or 6 percent in
next week’s Budget is caus-
ing concern. And yesterday
the Progressive Federal Par-
ty and the Trade Union
Council of South Africa not*
only appealed to him not to,
raise GST, but to remove it’
from basic foods. :

However, the PFP’s
finance spokesman, Mr Har-
1y Schwarz, said. the govern-
ment was in a dilemma. Be-
cause of the steep decline in
the gold price during the
past few months, taxation
from the gold mines could
fall by as much as R800-mil-
lion for.the first half of the
financial year compared
with the expectation at the
start of the financial year,

“This is why. speculation
has grown that the minister
and his advisers are lookmg
for supplementary revenue
sources and. to GST to recov-
er some of the.revenue Jost
because of the lower gold

" Union Council of.South’

- pleaded. with the’govern-

pmce”' |

According to the Depar- i
ment of InJand Revenue, the
collections from GST ' during -
the 1980-81 tax year were es-
timated at’R1 p50-niillion; If
the GST weré increased by !
only one percent, revenue
would rise to more than’
R2 000-million, ecohomists:
estimate. !

“The., temptation : ralse
the tnx, therefore, must be
strong, but it must bd'resist- |
ed because it would intensi-
fy inflation, impose further
burdens on lower-ingome
groups, and aggravate the
potential for unrest,”” Mr
Schwarz said.

He appealed to Me Hor-
wood t6. make his intentions,
about GST known immedi-
ately — before next Wednes- |
day’s Budget — to"end,
undesirable -speculation.

The president of the Trade';

Africa, Mr Andre Malherbe,
said Tuesa and other trade
union organizations had

ment on a number of occa-
sions to-remove GST' from
basic foods.
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lilover by the
3“ Mational Ceromis-

sion. tahledd m Parfianyept ves.

torday, paress with a reeom-
mendation that trained vvemen,
incleding married  women,
st ha ptiliged more exten-
ciyely fn high-Jevel manpover
oreunations

i This conld onlv happen if
{1 “tha Departroomt of Rmmn
1oovop e f7 s seviang rongid-
AN CRIL R m amd af
i epiatinn of the present tax
.1 giruetnre which is applicable to
individuals, with a view to the
possible further reduction of
the disincentives related fto it
especially In o far as it js stiil
prajudicial to the optimum de-
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velonment, ntilisation and
mamtenien of fomale emplov-
ors” tha yhite paner anid

‘ihe repert equs emplnvers jn

reteral chap?] reeamardor their
'\mrwh t1 the ptilieqtion of
frauod vrmen tn pramate onti.
i pen of thig tohoyr roures,

Private and pnrernment see-
tovg tonl | eroats minre oppor-
tunities and faeiliting to emntoy
weren o a part time hagig,
ard cmplovers in gensral
shoutd priva attention to the pro.
wsion of facilities cueh ag
creches, daveare eentres and
the introdnetion of flexitime to
make ontmnm use of married
women's lahony.

Tha report alsa recommends
the ntitiention af_retiveq ananie
in Pioh oot - t
fary: cealn, -
trarning nrrposes. and the use
of the ) "“1power 2 €00 project,
tn encaurbge retired people to
offer their services and draw
tha attention of employers o
the important eontribution they
could rake. - Sapa.
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the income tax strueture ‘with a view to “reducing
disincentives to women in the 1abour market”.

A government ‘White Paper on @ special

National Manpower Commission tabled yesterday concurs
with a recommendation that trained women must be utilized
more extensively in high level manpower occupations.
The White Paper says this could happen only if, amongst
others, «the, Department of Finance once more gives serious
consideration to the revision and adaptation of the present;
tax structure’ applicable to individuals, with a view to the

possible further reduction of the disincentives related to it,
especially in so far as it is still prejudlc)al to the optimum |-

development, utilization and maintenance of female

employees”.

Private and government sectors should create more oppor-
tunities and facilities to employ women on a part time basis |
and employers in general should give attention to the provi-
sion of facilities such as creches, day-care centres and to the
{ntroduction of flexitime to make optimum use of married

women'’s labour.

The report also recommends the utilization of retired |-
people in high level management occupations on larger
scale, especially for training and retraining purposes and the
use of the Manpower 2000 project to encourage retired

people to offer their services. — Sapa

e for
r review

/> anding Commission of In-
quiry into Fiscal Policy is to consider revising and adapting

report by the
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Mercury Reporter
WOMEN'S organisations
throughout the country yes-
ferday welcomed the possi-
bility of a revision of the
income tax structure which
would encourage women to
enter the lfabour market.

Reacting to a report that
the Standing Commission
of Inquiry into Fiscal Poli-
€y was to consider revising
and adapting the structure,
Mrs W Kilpatrick, chair-
man of Womanpower 2000
in Johannesburg, said the
news was 'very significant
and welcome’.

‘But things must start
moving a lot faster,’ said
Mrs Kilpatrick, ‘there is a
vast reservoir of woman-
power and tax is the major
deterrent which is stop-
ping them going back to
work.' -

Mothers -

On Monday, a Govern-’

ment White Paper on a
special report on high-lev-

el manpower by the
National Manpower Com-
mission. concurred with
the recommendation that
trained women, including
married women, must he
utilised more extensively
in high-level mahpower
occupations,

Mrs Kilpatrick pointed’

out.that tax was not the
only deterrent and that a
lack of day care centres for
working mothers’ children,
diserimination and ‘fle-
xitime' were areas which
also needed attention he-
fore women would be suc-
cessfully drawn back into
the lahour force.

Mrs Cristina Rodel, prin-
cipal of the Single Women
and Parents’ Association,
said her organisation
‘wholeheartedly supported
the recommendation’,

Children

. She applauded in par-
ticular the recommenda-
tion in the report which

stated that private and
Government sectors should
create more opportunities
and facilities (o employ
women on a part-{ime: ha-
sis, and that employers
should give attention to
the provision of facilities
such as creches, daycare
centres and to the intro-
duction of tlexitime te
make optimum use of
mothers' labour.

‘A lot of our members
would love to work but
they find it very difficult
and worrying when they
have nowhere to leave
their children.” said Mrs
Rodel. .

Mrs Bobbhy Bonfield,
president of the National
Council of Women of South
Africa’s Durhan bhranch
said: “It 15 essential that
married women should
have a tax incentive to fo
back to work.

‘A separate taxation poli-
cy, where a wife's income
is not joined with her hus.

band's at the end of the
financial year, is vital.'
The report also recom-
mended the utilisation of
retired people in high-lev-
cl management occupa-
tions on a larger seale.
especially for training and
retraining purposes,
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By Sue Garbett

“This is an {insult”
“Is peanuts.” “What
& sterile budget.”

These are some of
the ccmments  of
leading South African
woemen on the an-
nouncement that tag
deductions for working
married women are to
be increased by R400
to R1600, phased in
over the mnext two
years.

Top businesswoman
RMrs Elisabeth Bradley,
who is a director of
Weseo, said ske. found

Deductions are deg gm%@ o and ins @%?m@ﬂ. say top women

the deduetion “post

tively degrading.”

1 mmm it as a disghi-
lity allowance and ko
mmumw‘,im for the prine
ciple that a working
be
tzxed as an individual

weman sheu

her own right.”

The general rencticon.
-was one of shoek that
the Minister of Fi-
nance had not ever
spcken abeut the possi-

bility of a pew tax

system  foco H»nuﬂax -

ﬂo.rwun woemen at
going to ecost
br..nw is . méoﬂmuﬂmm Government moere
such a skills crisis.
changing the tax sys.

V:._Gﬂdnw. head
Womanpower 2000,
committee that is try-
ing to get married
women back to w

BDedactions for a.o«...
ing married wemen
were just mm,\ of Mr
Horweod's tax package.

He said his depart-

economic commit-
ment of women until it

warned Professor San-
drz van der Merwe of
University of the
Witwaterstand  Gradu-
ate Schoo! of Business.

:: we don’t get

ment was also invelved
in seeking ways and
means of redueeing the
velume of tax veturms.
“Work in this diree-
tion is so far advacced
that I hepe fo intro-
duce legislation during
the current sessiop or
early in 1982 to enable
a start to be made
with the mew ‘scheme
frem Rareh 1, 1982,
““The propssed
measnre will have the
effect of relieving indi-

“One .of the conse-
taxable incomes of not
whick will be required
year {rom the neeessity te bring the new sys-
tax returns where such
incomes are derived
entirely or almest en-
tirely from salaries or

allowed from the earn-
ings of married women

increased from
tions from their salaries

will be regarded.as the
full seitlement of their

over {WO years, ang ¢
allow R1400 with ¢
fect from Mareh
1981,

“In 2 full year ¢y
estimated loss of reve
nue will be
R189-millicn but 5
the 1982 tas year i
already so far adyap
ced and deductior
tables will nct be
amended, the less for
the 1981/82 finzneia)
year is estimategd at
R2.4-million,” Mr o
wood said.
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THE Government will face an unprecedented outery from .public
and private sector workers if’ the taxing of -fringe benefits .—
particularly subsidised housing loans — is not offset by:higher
earnings. * A o, .

This is the widespread reaction to fhe Budget announcement by the Minister
of Finance, Mr Owen Horwood, that fringe benefit taxation will be introduced in
the 1982-83 tax year. o . :

Mr Horwood said the tax
should not be used as a
pretext for higher salaries.

Organised commerce and
industry welcomed the news
that the tax would be
phased in_over two years
and the Minister’s assur-
ance that it would be
“‘moderate”.

However, it is pointed out
that as much as a third of the
real earnings of some middle
and top management execu-
tives is paid in fringe benefits,
including company cars, bi
entertainment allowances an
subsidised loans.

The taxation would therefore
mean restructuring the remu-
neration pdckage.

The president of the Public
Servants’ Association, Dr’ Colin
Cameron, said public servants
had few perks *‘and the little
we do have, we intend
protecting”.

The cheap housing loan
facility wag the main fringe
benefit enjoyed by thousands of
public sector workers.

Blast

Dr Cameron said: “If this
benefit is taxed, we intend go-

;! ing_for full compensation, in
- g bod—thaa iy Ve s e,

) S N
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|| them' of the housing peric with- Adjustments ,
| 9‘“ eaers Somperses ) . Mr Scheépers warned, how-
[ o thmmen SE0E niage ever, that if any attempt were
|| now estimated at 17 000,” Dr ey escape -paying . full
) he effect on
subsidised housing loanis, there
would be an outery. -
" The chairman of the Federat-
&d ‘Chamber of Industries tax.
cormittee, Mr George Thom-:
as, said  salary. adjustments |
woiild- obviopsly dépend on the
extent to which perks were to

|:Cameron, said. “‘The resigna-- mpensation for
“tion rate is still hi%h, but will s Y
y highexj if

become dramatical
" we lose this benefit.
. The delays and ¢
present “bedevilling k' in
| some State departmerits woild
detériorate- into a *situation of
‘‘near-chaos”, it was stated.

: ) bé taxed. * s
Pay cut - - - “However, it was unlikely
. The chaitman of Assocom’s | - employers ‘would bé able’ to
, taxation committee, Mr R J avoid salary adjustments —
"Wood, said.the real earnings of | : | and this' would, unfortunately,
workers would. havesito be | be inflationary.
maintained.” IR ' Mr ‘Thomas said that to some
“The Minister surelycannot extént. Mr Horwood had. com-
| expect affected personnel doc- |. pensated for- the impending tax- |
ilely to accept what would || ation by ‘last "yearis:tax
| amount to & cut in'théir ‘earn-: {| concessions......-.~

ing§ because - they have lost ) resident o{ mé"ﬁau-
[ringe benefits.” ] | ways ARisan Staff Association,
he average man’s fake--| Mr-Jimmy: Zutich, -said -there-}

¢ me pay would be reduced if }. would be:an outery from Rail-

| hig 'perks; were “taxed; and he | way workers if their, cheap,
would expect compensation. | housing loans ‘were.taxed and
‘M Wood agreed with other | there was no compensation.
business leaders that-at:a-time | It If the liallw%slrefqgeq full |

.| of: acute shortage of skilled pensation, ‘tne a "k'lle;

‘ labour, no company. could af- | tion” would- risk -losing. s 1t :

-t ford to risk losing skilled; staff’ workers at an even faster Tate.

by refusing to compensate’loss 1 Mr Zurich said the issue
of “earnings through' the perks’ i would be included in the:ASA’s
: ; L ay discussions.with the Minis-
The vice-president. ‘of - the" &r of Transport,, Mr Hendrik
Trade Unjon Council of SA, Mr Schoemart, next monfl.. ¢

Steve Scheépers, said .irade
J{ unions - would- react: stiongly ' if ©
+1.employers .took- Mr Horwood's
1§ ‘ddvice and:failed,to vaise-earn- {
“} ings ‘tomake up-for.perks.tax
losses. . .

; ey by he.and oth- I .
€1 leading ' trade- unionists fully |
| supportedthe-tax move.
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‘More

for married

THE proposal to increase
the deduction allowed from
the earnings of married
women from the existing
R1200 to R1400 with effect
from March 1, 1981 and from
R1400 to R1600 with effect
from March 1, 1982, is likely
to bring much joy to working
wives,especially those highly
skilled women whose hus-
bands are already paying
very high marginal tax rates.

To ensure that these wom:
en make their skills avail-
able in the labour market. a
greater degree of relief is
necessary. If, as would seem
to be the case. the Treasury
is opposed to the separate
taxation of women, the addi-
tional deductions proposed
should have been larger to
make them more meaning-
ful. The handsome concess-
ions in relation tb rctire-
ment benefits, breeding
stock and estate duty should
perhaps have taken their
place in the queue!

Living together

It seéms anomolous that
the Treasury is not prepared
to countenance a system of
separate taxation for a mar-
ried couple while it applies
this basis to couples living
together without being mar-
ried,

The position at present is
that two people living to-
gether out of wedlock enjoy
the following concessions:

(a) They are taxed sepa-
rately on their incomes;

(b) if they have children
not over 18, each party can
claim the child rebate;

(c) if either party can show
that he or she maintains ou-
tof their own resources any
one of the children and pays
more than 50 percent of the
cost of maintenance of that
child, each is treated as a
separate married person for
tax purposes:

(d) they can also double up
on the other rebates such as
the insurance rebate and the
additional rebates for the
aged

(e) they' can double up on
the medical expenses and
the physical disability allow-
ances. For example, an un-
married couple over 60, liv-
ing together, ‘can claim a
combined allowance of
R3000 for medical expenses
and R2400 for; physical dis-
ability expenses, as com-
pared with R1500 and
R1200 respegtively being
granted to a married couple.

A married copuple over 60,
each spouse earning R20 000,
pays some Ri12000 in tax,
whereas a couple over 60,
living together but umarried,
pays only about R8 000.

Marrlag¢ penalty

These "concessions are
mentioned to.show up the
heavy penalty against mar-
riage in our tax system and
not to propagate the concept
of free love!

Income taxpayers must
have breathed a sigh of re-
lief after the Budget an-
nouncement that individual
and company taxes would
not be increased although,
for many employees, this
must have been tempered by
the news that it was the in-
tention to introduce a new
system for the taxation of
fringe benefits commencing
on March 1, 1982

On the other hand, the
minister has proposed very

tfax r

useful structural reform in
regard to the introduction of
a final PAYE tax deduction
system and the phasing out
of the separate taxation sys-
tem for blacks.

He also proposed some
further tax reforms that
would benefit the aged, re-
tired employees, parents
maintaining physically dis-
abled children, farmers and
working wives.

In addition, the minister

proposed concessions in re-
spect of public companies
deriving dividend income
and a reduction of esf.ate
duty liability.
.~ The minister’s silence on
the possible introduction of
a capital gains tax must have
brought a further sigh of re-
lief by many taxpayers.

Personal tax

The minister stated that
the substantial lowering of
personal income tax rates
last year was necessary to
prevent the so-called “fiscal
drag” — the combination of
inflation and a progressive
tax system -- from increas-
ing the real tax burden on
the community.

Regrettably, the problem
of fiscal drag continues and
with inflation at about 15
percent and our present pro-
gressive tax system, the em-
ployee who is fortunate
enough to receive a salary
increment that would match
the inflation rate may find
that in spite of the incre-
ment his real disposable in-
come is substantiably re-
duced because the
additional tax payable on
the salary increment may be
much in excess of the infla-
tion rate.

The shortfall in disposable
income could be much high-
er for those employees not
fortunate enough to receive
increases in salary at the in-
flation rate. .

A system of mdexatxon in
the Republic’s tax system
ought to contribute largely
to the removal of “fiscal
drag” and would be a tre-
mendous boost of the tax-
payer's confidence in the in-
tegrity of the tax system.

For how is he able to keep
his head above water when
every increment in his sala-
ry designed to meet the in-
crease in his cost of living
has to bear tax at the high-
est marginal rate of tax that
has not been adjusted for in-
flation?

Big improvement

The minister’s proposed
measure which will have the
effect of relieving individual
taxpayers with taxable in-
comes of not more than
R7000 per annum from the
need to render annual in-
come tax returns where such
incomes are derived entire-
ly,or almost entirely,from
salary or wages, will be a‘
tremendous improvement to
the tax system bearing in
mind also the minister’s an-
nouncement to put the tax-
ation of blacks on the same
basis as all other population
groups as from March 1, 1982
under the jurisdiction of one
tax authority.

The minister indicated
that work in this direction
was so far advanced that he

hoped to introduce legisla-
tion during the current ses-
sion of Parliament or early
in 1982 so that the new
scheme would start as from
March 1, 1982.

As the value of tax returns
will be very substantially re-
duced (possibly a million or
even more taxpayers could

T s,

South Africa’s leading

tax expert, Professor
Silke, takes an incisive
look at this week’s Bud-
get, especially for Busin-
ess Report readers.

be removed from the Regis-
ter) this will, as the minister
stated, allow the available
manpower to be more pro-
ductively employed on high-
er revenue producing work.
In this respect, we hope
the additional manpower
will also be utilized to main-
tain an effective administra-
tion that would benefit all
taxpayers by ensuring the
maintenance of an equitable
and efficient system of tax
assessment and collection.

Fringe benefits
1t is hoped that the new

system for taxing fringe
benefits to be phased in

Fde

over the next two tax years
commencing on March 1,
1982 on March 1, 1983 re-
spectively, will clearly de-
fine the value to be taxable,
will not draw any distinction
between employees in the
private and public sectors
and will be administered in
such a way that taxpayers
can feel confident that every
one bears his fair share of
the tax burden.

Certain employees should
not be allowed to “get away”
with tax on fringe benefits.
This evitably affects the mo-
rale of those taxpayers who
are wholly taxable on fringe
benefits and this will lead to
a loss of confidence in the
integrity of the tax system.

This will, of course, neces-
sitate an effective revenue
administration, an essential
requirement to ensure fair-
ness and equity among all
employees and employers.

It was, therefore, gratify-
ing to hear thé minister say
that the proposals that he
will be submitting to Parlia-
ment will be found to be
moderate and equitable,
that all taxpayers will re-
ceive the same tax treatment
in respect of their earnings
and that assessments will in-
variably be pitched at levels
below the value of the fringe
benefits. B

We look forward to the re-
vised proposals which will
be made available by the
Deparitment of Inland
Reenue to interested parties
in the form of draft legisla
tion and an explanatoiy
memorandum so that any rc
maining problem areas si
the practical 1mp1ement"
tion of the proposals can &:
clarified and discussed be
fore they are passed by Par
liament.

@ To be continued on Muiia,
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! FRIDAY, 21 AUGUST 1981 ’
without spec urity. They
were placed . —_— of the Burgher
Senate and [ : . “Torm public
services gr tIndicafes translated version, r discretion

with stripe .-0 leave their
homes witho “ ““red and searched
at the plea) Mus3 By s e Tiable to
arrest with /2.7 po)oit S

For oral reply:

2 e}y » ixed up to their
1ips, Tike | M5 H sUzvAR Ry e v 8
O-Operation and Development:
(a) What amoup ; s o '
What was the reasoJ fmmBmwnnmnmﬁfﬁfgziﬁgf Bigge suggests
. 402 Act i1 the 1979.50 i . s e s
that it was partly (o) how many g S0 inancial year angt judice. This

persecution, Tike 1 Christians in
The MINISTE
Rome, had the opposANDDE;ELngﬁgicoxnmaAnox p out Islam.
The religion flour:
of their exclusion
56 (b) 2045 029,
burghers,

Towers, in spite

(a) 1979-°80: R833547 19
9. ies enjoyed by the

b) From Ordinance é to 1861

There are sufficient indications that had the Batavian Republic
remained at the Cape, it would have raised the status of the

free b]acks57 and been responsible for the emancipation of slaves.
Change in nineteenth century Cape Town was necessary, if the

Cape was to keep abreast with the traditions of Western Europe,
traditions which, as a result of the call of freedom and equality
of the French Revolution, had undergone tremendous changes.

The task of introducing change fell to the British. They became
the agent of change and in the second decade of the nineteenth
century introduced the rule of law in Cape Town for the first
time,

Ordinance 50 of 1828 and the emancipation of slaves were import-
ant stepping stones to popular participation in the Cape
government. The first actual move in this direction was the
promulgation of Ordinance 3 of 1839. Prior to this, the people
at the Cape had no part in local or central government.

Ordinance 3 of 1839 allowed for the election of wardmasters and
commissioners to a municipal executive, called the Municipal
Board. A voter had to own or occupy pnremises with a yearly rent-
al valued at not less than £10,58
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Blael
refor
will gﬁw@’ /

—and take

The Budget’s tax reforms

&@2‘9

_for blacks will give with

one hand and take with
the other.
The major

advantages

. tq blacks will be that they

will now receive the bene-
fits of rebates, and taxa-
tion will hegin at a figure
higher than the previous
R1830 a year. .

But the reforms will
place black married work-
ing women in the situa-
tion which white women
hava been fighting  for
years to change,

In the past, black mar-
ried couples were taxed A
separately — a situation
which white women have
demonstrated and peli-
tioned for without sue-
cess. Now black women
will lose this advantage.

In presenting his
Budget in Parliament yes-
terday, the Minister of
Finance, Mr Owen Hor-
wood said the phasing out
of separate taxation for
blacks was part of the
ongoing process of syste-
matie tax reforms.

It was his intention to
effect the fingl phase
from next Mareh in terms
of the Black Tax Aet of
1969,

Tast vear hlacks paid
R107703347 in  income
tax. Of this, R78%19617
came from blacks living
and working in white
areas, and the rest from
those in hlack “states”

If black tax eollaction 45
shifted from the Depart-
ment of Co-operation and
Development 4o nlun
Revenue, it @ill plaen g
massive hurden on  the
drastically shortstaffed
revenne offices.

A numher of tax consnl-
tants in Johanneshorg
said that in there opinion
marriedd  hlack working
wamen would not neres.
sariltv. ha put at a diead-
vantage hy the new ftay
reforms.

They said that to date
Placks had not  enjoved
the abatements which
white taxpavers reeeive.

Black sannlies, could pos-
aiblv  fare  hetter  under
the new system -— parti-
cularly if they have s
ral children and are oan
medical aid and pension
echemes.

But one consultant said
the new svetern might
canse’ eonfusion for those
married by African cus-
tom. A man with more
than ene wife would have
problems.
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MAXIMUM

CURENT WHEN . A AR
TYPE OF INVESTMENT INVESTMENT INTEREST INTEREST REDEMPTION TAX -LOAN
¢ INVESTMENT ALLOWED PERIQD RATE PAID CONDITIONS POSITION FACILITIES
“POST OFFICE RZ00 repaytible on - interest fax fres up S
SAVINGS R10 000 par person Indeflnite 5% per annum o Credited to account | demond. Lorgar | to R200 a yeor per Noiie
I;‘Achclgw“ dolfy balance yearly 9mounts on porson {on an Invesh-
application mant of R4
POST OFFICE HolF yearly by On application, Tnterest fox fres up
SAVINGS BANK R20 000 par person Indefintte 8% per onnum on cheque or credited | IF redeomed before | to RB00 o year per None
CERTIFICATES daily balance to pest offica & months Interest perzon {on an Invest-
wvings bankaccount| reduced to 5% p.u. | ment of R10 000)
| POST OFFICE 4t/2nd year 8,5% On application,
NATIONAL RY5 000 per person Syean 3d  year Half yaarly <an be redeemed Full amount of . None
SAVINGS B 4th  year9,5% after 2 years Interest fox fred
CERTIFICATES Sth__ yeor 10%
TREASURY R4 000 per fax- i HalF yearly on’ On applleation, !
BONDS * payer {inchusive of Syeans 8% 15th Aprii and can be redeamed Full amount of » = None
pravious Trtues) 35th Octeber after 18 months Interest tox free
DEFENCE r On application, Full omount of
BONUS No maximum Indefinite b) Prizes by On redamption conbe redeemed Interast ond prizes None
BONDS manthly draw affer 1 yeor tox frae .
BUILDING ftor 15 months 90% legns uwally
SOCIETY TAX R20 000 par Syean 8,75% Half yearly o0 3 months Full amount of avallable at 1%
FREE SHARES toxpayer - nofice Intprast tox freo abovs inferest rate
BUILDING' Credited yearly , | At society’s 90% foans urwally
SOCIETY R50 000 per 3years 8,25% to account | discretion after Full amount of sivofloble at 1%
SUBSCRIPTION taxpayer mintmym paycble on 15 months o 3 Interast tax free | above Inferest rote
S . / - matyurlly months notice 4
fter 15 months Thterest treoted o3 0% loams vswally
No maxtmem Indefinita 116% Half yearly on 3 months dividends and § tax | avoiloble ot 1%
notles frem (IF total Income |  above inferest rate
] In excess of R4 400)
BUILDING Maybe transferred | Interast treated o3
SOCIETY. No naximum Mintmism 12,8% Half yearly but not surrendered | dividandsend § tox Nons
FIXED PERIOD of 5yoars guaranteed hefors maturity frew (if total Income
SHARES 1n excots of R4

I%&@/@' il
{
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TWO changes were made in
tax-free and partly tax-free
investments — in building-
society shares and Treasury
and defence bonds — by
Minister of Finance Owen
Horwood in this week’s
Budget. )

First, the maximum Invest-
ment in building-seciety tax-
free shares has been increased
from R10000 to R20000 per
taxpayer, and the interest rate
has been increased from 8,2%6%
to 8,75% per annum.

Secondi/ , the interest rate
on building-soclety gald-up
shares 50 up to 11,5% from
10% and the Interest rate on
fixed-period shares increases to
12,5% from 11,5% on October 1.

The other important change
involves: “Treasury bonds and
defence honds, Existing Trea-,

By Elizabeth Rouse

sury issues, which are offering
yields not competitive with cur-
rent market rates, will be
closed on September 30 and two
new series will be offered from
Ottober 15 at market-related
values, Terms and conditions of
these issues will be amounced
in due course.

The table of tax-free and
partly tax-free Investments,
compiled by a leading Johan-
nesburg firm of chartered ac-
countants, shows the new inter-
est rates available to investors,

R37500 to R40000 (applicable
from April 1 1981),

o The tax-exempt amount of
lump-sum 1payments received
by an employee from his em-
floyer by way of honus, gratu-
ty or compensation upon re-
tirement due to attalnment of
retlring age, or old age, ill-
health or other in ty in-
creases from R15 000 to R20 000
with effect from March 1 1981,
@ The portion of the lump sum
remaining after the deduction
of the exempt amount will be

plus relevant tax
Other points of interest to

Business Times readers which

affect individuals are:

® A further rebate of R8J, in

addition to the rebate of R120
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to persons over 80, is to be
allowed to taxpayers -who are
70 or. older. -
® The 'maximum amount de-
ductible from the:earnings of a
married has been in-
creased:from R1 200 to R1 400 a
ear, and is to be increased to
1 600 per.annum in the year
ending February 1963, -
@ Estate duty abatements have
been Increased as. follows —
primary -abatement -and the
abatement applicable. -to a
;&%use goes up from R37 500 to
000, while abatements ap-
plicable to children rise from

dermeesmas e ————————
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“Torms and conditicnt sill-to be amaunced)

tax at the average
tax rate applicable to the em-
ployee’s other incmne.and not
at the marginal rates which
previously ‘applied.

@ From March 19582 individual
taxpayers with taxable incomes
of not more than R7 000 a year,
where such income Is derived
entirely or almost entirel
from salaries and wages, will
no longer have to render in-
come-tax returns,

The PAYE deductions from
their salaries will be regarded
as full settlement of their tax
liability.

subject to

ST dLyspJey aWos eyl
B SOUNSBAll 3ALIOR 0JUL ISL[BLJIDIBW BS[M

SU0-Auy A|duwLs auam

‘juewLe|d ayy Aq passauxd
e 03Ul J9]UD 02 PASNLa4 321440 [PLUOLO)
ju e pado]ansp S|BLOLLL0

*spoob pabewep

MYl UL Ssem AJLuewnyui piod s,jusliuJanch
413yl pue SsWwoy J1dyz 3SO[ WOUM 40 Auew
[043u02 anbe|d 404 A4RSS3IBU PIABPLSUOD
BWNY UL PA0I3J S JUBWULIAOS |BUIUBD By




DAL3IRALISUC
“OABR B 7
G LU
ay:
doys
14040 3t
CALISaLy
UDL}RUE
apniLile
1e ury bu
ut
Letdtyjo ay
92U0 pa3s

LOCAL authoritish should
be allowed to use sales tax
for training officials in
local government, Mr J W
Kleynhans (NP Algoa)

. said in the Assembly yes-

terday.

Delivering his maiden
speech during the Budget
debate, he said the newly
announced system where-
by Government buildings
were rateable by local
authorities would change
the position of local gov-

.ernment,

‘Nuwmerous  restrictions

92ua4au «n the past have affected

the- independence of local
autherities. I am now very
aptimistic about fhe
{future of this third level

. b['rrnvemment * he said.

‘He'yrged' the Govern-
mcnt not to allow a si

tioh to develop where citi-.

zelis could
own homes.
Mr A Savage (PTP Wal-

mer) said that while there .

was room in South Africa
for private enferprise to
play a role in black hous-
ing this could only happen
if blacks were allowed the
right of freehold tifle.

‘Let us do away with
this 99-year. leasehold fic-
tion for Dblacks and give
them the  right' to own
their own homes,’ he-said:

He said the Minister of
Tinancg, Mr. Owen Hor-
wood, should not shoulder
all the blame because it
was the entire Cabinet
who_‘set brutal -and :im-
possible  policies - which
cannot be carried out.’

here was nothmg
wrong with . the staff in
the Department of
Finance, but it was the
muiossible framework in

ou

ch they had fo work
that was to blame for.the
problems.

South Africa was facmg
a massive construction job
and. without carrying it
out, the country could not .
survive.

‘What we see today is 2
Government." - stumbling
away from Verwoerdlan
madness, he said, — Sapa
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‘Nobody
(even the
PM) must
escape

| perks tax' |

il b
ars - stg
%
Labour lead:
day tife PM and his Cal
perks’ even more lavish than
top: bitsiness: executives'— and
official figures support the
claim. .
© The' Prime Minister has-a
basic. salary of R52 452, plus a
reimbursive tax-free allowance
of R26 376, . .
o A Cabinet Minister’s bhasic
salary. is R36 072 plus a tax-free
reimbursive allowance of
RI10 992 . .
Deputy Minister gefs,,

e A -

R27/348 with the Samebygnearn

allowance. )
© MPs get a basic R16620,with .,
an allowance of R9 228.,
Two homes
theiy, allowance compensates
for running-two homes — one in,
Cape Town and another in their
constituencies. _ }
*The Prime Minister--and his
Cabinet have luxury ‘accommo-
dation in Cape Town and Pre-
toria which would cost R1 000 a
month to rent.
They pay only token rents.
They have chauffered R30 000
luxiry cars which, a motor
trade’ executive estimated yes-
terday, must have a real in-
come value of R§50 a month.
Deputy Ministers’ housing
and transport benefits are only
slightly less lavish and mdin-
tenace and repairs on houses
and cars are free.
So the house and “‘company”’
car perks the PM and his Min-
isters enjoy are worth about
R20000 a year above their
reimbursive allowances. ’

Proposals
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Mr Mickey van der walt,
Commissioner for Inland Rev-
enue, said from Cape Town
yesterday that the tax would be
" applied without fear or favour.
He ;would be. having, talks

suring,’_j;

PFE  finance "spo} 2
Sehwarz emphiasised th
T i

R

 ‘cials must: be' made to pay up;

‘urry ey 4o

ssbueyo
8yyL

*Aem TTEWS ®©

AoTBL Ay3  jeyy
serpnys  ayy
s1qejtyoxd ATybry
SPUBPTATP  uT

3no

o1 anp spuny 40

ay3 4o bButaemor
843 IYBYT 3BYM

880p juswRIUNOULE

jeyy Aes

0812 Wk
ATUTBAIA2 QY e~
right across the board — no-

body should escape.” |

Mr Schwarz added that the
tax would mean tremendous de-
mands’ for compensation for
loss of real income and would {
be inflationary.

Tuesa general secretary Mr
Arthur Grobbelaar said every-

real incomes — no matter what
form — from the State Presi-
dent down.

“We have had the assurance
from the Minister of Finance
that the tax will be applied
equitably. This means the
Prime Minister, his Cabinet
and senior Government offi-

on all income — cash or kind.
To be acceptable to the pub-
lic the new tax must be seen to
be serupulously non-discrimina-
tory, Mr Grobbelaar said.




F rmgé ‘ta'X could‘

servants to qult

Gwn Correspondent

Taxing public servanis on
- housing - subsidies and
| other fringe benefits could
result in a further mass
exodus from the service,
This warning coines
from senior public service
spokesmen who said the
- already critical staff situa-
tion would be aggravated
unless salaries were
increased to make up for

the money. officials ‘would
lose in the new taxes.

They said -most publie
servants lagged behind
the private sector in real
income, and they would
be hit particulanly hard if
the few ifringe benefits
they enjoyed were taxed.

' More than 60000 offi-

“ecials of the central

government, provincial ad-
minigtrations and service

. their own.”

. Other {fringe bene
such as car purc

" smiall number of top

hie
* sidy, scheme. touche

departments would be af-
fected by the proposed
taxation on housing subsi-
dies, one official said.

“The subsidies mean to
most of them an addlpop-
al R80 to R120 a mon
Many are completely
pendent on these
dies, or they would nd ‘e (f.
able to afford hume}s of |

schemes affected on

‘g‘&

bt

lives of nearly eve
‘in the service.

“We are ot askmg to
be'“exempted. from tfaxes

| on fiinge benefits,”  he

d, “but our salaries-are’
.40 percent lower :
“those -paid : to -
worlkers - in the private
sector, : and it wouJLd be
unfal tax us’ on the
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This left a deficit of R314m. which
Horwood, wishing to “refrain from plac-
ing undue- pressure on the monev and
capital markets during the next fow
months.” redueed to R204m hy subtraet-
g the revenae 1o be pained from higher
customs and exejce dutie
rettes and “less- 3

Different anales have disseeted in dif-
fering wavs the mplications for private
seetor capita Fourees ot these fignres. hot
the end results show 1 remarkable consen-
sus. One large insy nce anstitution. Jop
example. offers this rough breakdown: af
the RS7 b on total tinancing remiire-
ment, ahout R1 hillion IS o come from
miscellancons sources like forcign loans,
non-markefable dobt. ofe: he PDC g
provide close on R hi on: about R500m
I new monev was ryised by the stoek
isse in Mav this vear: and ahout ¥g200m
has probahlv come from Reserve Bink
open market operations. Of the remaining
R2 billion. the May sue rolled over half
of that, leaving R1 by 'on not vet aceount-
ed for. Of this. ahont R800m will he rolled
over in the remaining government stock

means to hlanket rjeeg in interest pat

issues this vear (Qctober and Decembher),
most of it probably short-term and taken
up by the banks. which will neither add to
nor subtract trom their Hauidity: ses,
This leaves R200m to come fr long-
ferm capital market., an amount that can
he viewed wit i

which there ; < to he
phv of fands.

Another institutional analyst arrives at
A similar conelusion by an alternative
route, He' estimates that the whole tiseal
vear will demand about R700m trom the
private soctor th to R300m has already
been raised in the Mav issne and in
suhsequent open-miarket sales of fovern-
ment deht, je, ving about RY00m in net
new monev still to he found.

This moadest mount rajses the question
as to why Horwnod hothered to refiove the
capital market of the RI10m bhe chose to
fund from ¢ Stoms amd exejge revenue, ft
could be that pe genuinely  wishod 1o
minimisce domestic capiral demands, given
the current ) auidity cqueeze, jy could also
suggost that he wished to use ai) possible

noample sup-

: 2

o

But it could also be — and 25:3::,__ )

analysts are making strong suggestions of
| FISCALDEBT o) le _nw_

this nature — that he did not fullv trust h
&

some of his own conservative expenditure ! —soa—mmﬂ ﬂ—mam
figures and liberal revenue figures . o
Fxcluding defence and public  sector Contrary to the initial ..%W:Mmmm Teac-
SHATY percentage increases. most govoern- ti n omww string of commenta ors, the
ment  departments have been alloe ied Mo: cing of Finance Minister Owen Hor-
expenditure rises of ahout only 9. Apd 1 Smw. Wmu\_wwm Budget deficit will place
£st revenues are hudgeted to increase hy =€%o==m:® strains on the capital market.
as much as 307, Both these are felt tn he he pi
X N b . the picture could be
unrealistic. and since Horwood wishes to aﬂm_.dﬂmmwwm-.mm”wim<mq the p .
steer clear of bank eredit, could imply el T " d
2 nesday, Horwood
further demands on the capital market In Parliament last We A

presented his fiscal balancing exercise in

before the fiscal vear s out. In addition, |- Pr jected deficit of rey.

e 10 i b i e st i mammr, The proecied defit of v

o o e R e i was added government
foror N o . debt maturing during the fiscal year o

different. i . . \ H
i i 842m. vielding a total of R5 659m. He
So capital market sources believe the Mwﬁmouommn to finance this amount from the

destv of this vear tinanei require- 3 . -
mo ! . naneing requ . following sources:

ment does not in itself ghest an easing Rm
in 5?_.34 rates. This vear, they sav, w .: Pul Debt Commissioners: 1 850
Tun into next vear. and the net defieit . New issues aiready funded and
finds then required by government coutq ' re-investment of maturing debt 2 wmm
tun fowards R4 billion or R5 billion. ", Non. debt .. 350
. . o ™ Foreign loans .

But added upward “pressure on long- " Loan lovies 45
ferm dnterest rateg could come Sooner, , Sumlus from previous year 40
The seeondary capital market jg extreme- " SUB—TOTAL . 3 345

Iy quirt right BOW. as_participants await | :
the Regserve Rank ,mcfgzo_t,n annnal - -
speech at the end of thiy month with
perennial expectations of important
changes in liquid asset and preserihed
requirements. Long-dated RSAs are at
ahout 13.09:19; and, Escoms gt
13.20 227 But investors belteve the next
government issie, probably in October,
could push RSAs to a new henchmark of
131577 . and Escoms could totich 14, ho-
fore this time ndxt vear, .
Ouite apart from the institutions taking -
Tonz views on likelv inflation rate move.
ments. the PDC is also said to he a
contender for hetter ates of return. It -
allegedly pavs 11°; to the state m:m_:::.c:m‘,
that deposit their pension funds with jt
and does a substantial amount of lendin
husiness to WOrthv causes at ghout 0.
Profit and loss considerations alone de.'
mand workable margins

.|




DUTIES

Less-essentLi | duties
Duties on ite’xm/]suc%g % ?nketics, motor-

bikes, watches and gramophones have
gone up by 5% in terms of the amend-
ments to the Customs and Excise: Act of
1964 made by Minister of Finance Owen
Horwood in the Budget.

These items are among those Horwood
described as “‘less-essential” in his budget

speech — items included in the schedule
of goods subject to ad valorem excise
and customs duties (Section B of Part 2 of
Schedule No 1 to the Customs and Excise
Act). Goods in this schedule have re-
mained taxable on an ad valorem basis
since 1978, when the old sales duties were
abolished and gst introduced.

The examples mentioned by the Minis-
ter were jewellery, photographic equip-
ment and furs, but the list is in fact fairly
extensive. Details of the new duties have
now been released and are shown in the
table. .

A full breakdown of customs and excise
ditty increases on cooldrinks, beer, forti-
fied and sparkling wines, cigarettes, ci-

DUTY ON “LESS-ESSENTIAL” ITEMS
Description Present rate Proposed rate
Excise Customs Excise Customs
Perfumery, or talet 20 20 25 25
Aqueous luti of ial oils 20 20 25 25
F ic paper 15 15 20 20
Pl ic film 15 15 20 20
Furs and fur clothing 20 20 25 25
Artificial furs and clothing 20 20 25 25
Pearls 20 20 25 25
Precious and semi-precious stones ... 20 20 25 25
Jewellery and articles of precious metal . 20 20 25 25
itation jewellary 20 20 25 25
Microphones, loudspeakers and amplifiers ........ 20 20 25 25
TV and radio - racei 20 20 25 25
Motorcycles (with engine capacity of 200 ¢c or more)... 15 15 20 20
Mounted lenses for ic cameras 20 20 25 26
20 20 25 25
I 20 20 25 25
P phic cameras 20 20 25 25
Ph phi i 20 20 25 25
Cinematographic cameras and projectors
{8 mm film and smaller) 20 20 25 25
Image proj 20 20 25 25
Pocket watches, wrist watches and other watches 15 15 20 20
Clocks 15 15 20 20
dictating tape decks,
tape video 20 20 25 25
. d '
L n publishes
nd tobacco has also beengld affect
gars f; of how the incre 15e8 ¥ ere given
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That's where she sort of

| 'WORK - on vnwvma:m. -the
| draft- legislation to. intro-:

duce fringe-benefit taxation
is still under way, but it is

‘| not yet clear whether it will

be completed in time for
the- current short session of
Parliament.

This was confirmed yester-
day by the Commissioner for
Iniand Revenue, Mr Mickey
van der Walt, who declined to
comment further.

When the Minister of Fi-
nance, Mr Owen Horwood. in-

| troduced the Budget last week

he said the intention was that:
the Bill would be submitted to
Parliament ‘‘hopefully during
the present - session as part of
the annual Income Tax Amend-

ment Bill”.

< Tl o, 22

But this week hints eme!
that the legislation may only be
introduced during next year’s
parliamentary session.

It is understood that the Gov-
ernment is anxious to .get the
legislation passed as quickly as
possible to ensure that the new
taxation can be affected by
next year.

But Mr Horwood gave an un-
dertaking during his Budget
'speech that the draftlegislatiomf
would be canvassed among in-
terested parties before it was
introduced in Parliament.

With less than two months of -
the current session lett, this
‘will leave little time for a com-
prehensive canvas.

The proposal to introduce
fringe-benefit tax has already

a

T

could move them up, you see.
got some advantage if t

n

"They

Mrs Zurne recalled, and Mr George
one time in District Six theatre

The people called the Bailens 'Ba
Just a more familiar name - and c

because of his baldness.

l

One of the things Mrs Zurne recal
and her sisters played the piano
taught to put that music together
and suddenly we had to come forth
remembering how they had worked it
had the sheet music marked - cowbo
and Vera (next after Anne)

this time, they were aged eleven t

s

turned 1

“WY “; Iﬁ

W‘k:mmn. cons e
controversy.” . -

The Opposition’s chief fi-
nance spokesman, Mr Harry
Schwarz, said this week that
the 'timing was wrong . for
fringe-benefit! taxation “to be

}:»noacnmn. s E

Compensate

“We are not satisfied that
this-is:the right time to bring in
such a tax,*he said. ** -

FThere is no’doubt it will
result in- salary demands to
compensate for what is’ being
lost. .
“That, in turn, will cost com-
anies more, money and will
herefore feed inflation.

“You do not introduce this
sort of measure during a down-

Pa i
20

turn in the economy and when
there is a high inflation rate,”
he said.

The Opposition, along with
public servants and the labour
movement, is also  insisting
that if the tax is introduced it
must apply to all, from the
Prime Minister down.

Mr van der Walt has already
given an assurance that the tax
will be applied ‘“without fear or
favour™. R

One of the problems with
applying the tax effectively to
members of the Cabinet is that
many of their perks will be
difficult to quantify.

This applies particularly to
housing and transport. Cabinet
members pay a nominal rental

for their homes in Cape Town
and Pretoria and are supplied

He Tooked after bot
served as chucker-out, and saw to t

manager, was a key person - an "al
Posters

The hired staff she remembered as
the premises”.

‘coloured’

came in four pieces and we

a
There was a cashier, Johann

and "the sweetest thing you could h

n

was a serious matter if one got stu
were a brother and sister - he play
piano, at the Empire, and "this gav

pianist was Thomas

music.

delayed

|

with expensive ¢
drivers,

If the. tax is applied to-MPs,z+
they will be certain to demand
higher salaries to compensate-»-
them. At present, MPs draw a.
tax-free allowance of R9 225 a
year over and above their sala-
ries of R16 620. Ty

They have to maintain two'
homes and several have con-..
firmed that'if their allowances -+

* are taxed they will demand
higher salaries. -

Deputy Ministers earn ™
R27384 a year with tax free
allowances of R10 992, Cabinet' '
ministers’earn R36 072 with the ™
same allowances, while the -
Prime Minister receives

R52 452 with "a tax free

allowance of R26 376.
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connection with her parents' Union, She claimed with a derighted

"AT1

these people who opened bioscopes were Jewish men®, she stated,

chuckle, observing that they were all "sharp and shrewd".
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135. Ibid., p.4; and? 1.6, 'The last days'.

T e

136. Justice, 267, part 1, 3.1064.18, Léiter from Commissioner of SAP
to Secretary for Justice, 30th November 1920.

137. See 'Democracy and revolution' in Bolshevik, 2, 1, November 1920;
'The coming of socialism', Bolshevik, 1, 12, October 1920; and
'Parliament and mass action', Bolshevik, 1, 11.

138. Bolshevik, 1, 11.

139. Two members were expelled during 1919 when found helping 'political’
candidates during the elections. See 'A year's activity' (1919-1920),
as reported in Bolshevik, 1, 8, May 1920, p.3.

140. The strong attacks by Dunbar against the ISL-Jhb are reported in
detail in Justice 267 and 269, 3.1064.18. See also Johns, op cit.

141, 'Communist Party of SA: Principles and methods', programme of the
Party published in Bolshevik, 1, 12, October 1920, p.1.

142. Ibi

143. Ibid.

(=N

144. 1. Vermont, 'Socialism and the coloured folk', in Bolshevik, 1, 6,
March 1920, pp.2-3.

145. See 'Socialism and the Labour Party', M. Lopes in Bolshevik, 1, 7,
April 1920, pp.2-3. '

146. Harry Haynes 'White workers awake', in Bolshevik, 1, 9, June 1920, p.2.

147. 'The Cape' as quoted in Bolshevik, 1, 3, December 1919, p.2.

148. 1bid.

149, 'Socialism versus violence', in Bolshevik, 1, 4, January 1920, pp.2-3.

150. According to E. Goldman there are three main methods used by syndicalism:
direction action, sabotage and general strike. The ISL-CT strongly advo-
cated the first and third. See Goldman, pp.8-9.

151. Bolshevik, 1, 4, pp.2-3,
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(1) (2) What is the latest specified date~
o which the rates of donations tax .
| were altered and (b) what were they 3
prior to being so altered; ‘. i :

(2) (a) what amount may a tax-payer-
donate to his children free of doba-
tions tax and (b) .(f what were the
last two alterations of such amous
and (i) when was each such altera- -~
tion effected; L

{3) (a) what amount may a tax-payer ’
donate on a casual annual basis and - -
(b) (i) what were the last two altera-
tions of such amount and (ii) when
was each such alteration effected;

(4) (a) on what date were the rates for
the tax-free portion of dividends .

.. altered and (b) by what amount were .
. they altered? A

Donations tax The MINISTER OF FINANCE: s

; 257. Mr, D, J. N. MALCOMESS asked |~ (1 ive nev
P the Minister of Finance: 3 asked ¢ )(a?u?;‘:d(.b) The rates hive neVEf bee

liaps. 5 @ C

25 TUESDAY, 1 SE

e |
@) (2) R15000 mitiplied by the pum- \
ber of children of the donor who
are alive on the date on which
the donation is made.

(b)(i) and (ii) The amount of R4 000
£2000) was increased t0
R10000 (£5000) with effect
from 20 March 1957 and the
latter amount was increased to
R15 000 with effect from 1 April
1978. »

G) @ RLO000. .. ;

(b)(i)-fnd (i) The amount of R400
(£200) was increased to R1 000
(£500) with effect from 1 July
1955. :

(4)(a) and (bj The rates have never been
altered. ’

[P
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OBSTACLES to-the: separate taxation of

‘married people have becomg less formida- - -

“ble and the tax. authorities will soon be
able to consider the arguments on thelr-
‘merits, says.Dr Joop dé¢, Loor, Director
- General, Finance,~ ..., <%0 0o v

Speaking .at the. Unisa - Business.: School’s -

“Policy Options for- the- Decade?’ - seminar .in-
Johannesbutg yesterday; Dr'De Loor: said re-
cent proposals changi_l:jg the tax ‘system would
go a long, way.towards.solving the: practical
problems of separate: taxation. -~ @ - P

A new system of final PAYE deductions and
the repeated raising of the tax threshhold, he
said, would partially solve' the logistical prob--
-lems- involved. T o

The major problem in the past, hie said, was
«to-produce a system that would hot increase the-
tak .burden .of the single-breadwinrier family,.
"while ensuring that the Fiscus-did not lose an-
unacceptable amount of revenue, - :
.Dr ' De Loor $aid, at 1981 tax rates, ‘couples
ithout childrer earning,leéss than®RI12.000,a<
‘ear.would pay more tax if they. were separate-

y taxed. - S e Y
4 Nearly 83% ‘of all.taxpayers earned less than
" this amount. This meant that only a mittority of-
" taxpayers would benefit by séparate’taxation. -

_He said separate taxation for married couples
would inérease the workload of tax:dfficers by

25%; but this problem could be solved in-time, -
- Dr De Loor said the tax system decided upon

would have to be the most productive one and- -

d

* would have to result in skilled-women réturning
to ‘the. labour market, Some studies, he said,
suggested that separate taxation would resslt in
- “moderate’” refurn while others doubted it. -

a BEEED




to allow SA's readmission to the interna-
tional community. Defence expenditure.
however. will remain limited to less than
20~ of gross budget expenditure.

A third assumption is that rising living
standards. especially those of blacks. will
result in suhstantially inereased economic
power
° Finally, inflation will persist, although,
hopefully, at lower levels than at present.

De Loor argued that possible claims on
the State oblige the revenue authoritics to
have at their disposal a “wide array of
taxation powers.

Income tax on individuals and compan-
! ies will remain “one of the main tax

vehicles of government in the 1980s." Its
effectivity has been weakened steadilv
over the past decades through the intro-
duction of many anti-avoidance and anti-
evasion provisions. In addition. the tax
base has heen eroded through various
concessions and exemptions for economic
and social ends.

These hidden concessions, or “tax ex-
penditures’ should be re-examined. It
might be better to keep tax rates constant

“thmugh repealing the exemptions while
providing money for these incentives
through visible appropriations on expendi-
ture account. Such a system would permit

1parliamentar.v serutiny on an annual ba-
sis. The types of tax expenditures at issue
include investment and training

TAX POLICIES :
' Price of 'surviva“?l |
. ) ' ~ ila
The desperate educational a 3 other so0-
cial needs of SA’s blacks will largely
dictate the fiscal policies to be pursued
over the course of the decade, This is the
clear implication of the recent address on

fiscal policy by Dr Joep de Loor, D_irector-
General. of Finance to the Seminar on

Policy Options for the Decade.

The eventual choice of fiscal options for
the Eighties will be ‘‘very much depen-

dent on the outcome of the c

onstitutional

deliberations,” and will be materially af-

fected by events abroad.

Thus, the impact on SA’s finances would

be .profound if

the ‘independent black

states like Transkei achieve international

recognition and so gain access to foreign

aid sources. .

De Loor: propounded a series of assump-
jons on which fiscal planning for the 1980s
Wwill be based. The first is that the rate of
population growth will gradually diminish

although the benefits will n

one to two decades.

ot show up for

The second is that foreign political atti-
tudes will not change so dramatically as

Treasury's De Loor . . .
spreading the net wider

allowances. oxport concessions and decen-
tralisation allowances.

The Stamding Commission on Taxation
Pohey 18 currently investigating the some-
what haphazard vse of investment
allowances as compensation for the el-
foets of mitation on replacenient Costs,

The rate for company fax should not
deviate too far from the maximum mar-
ginal rate applicable to individuals tobvi-
ously to limit tax avoidance hy channel-
ling income throngh companies.)

_ Also. the arbitrary determination of in-
come subject to tax should be eliminated
as far as possible — hence the effort to
formalise the rules for taxing {ringe
henefits.

Another issue is the indexing of income

tax rates for individuals to compensate for
the effects of fiscal drag. De Loor noted
tartly that the services financed by tax
pavments are not indexed at all and rise
as tast as costs increase although this
possibility would be kept in mind.
The unit chosen for taxation (either the
individual or the family wnit) is also
important, The inclusion of hlack taxpay-
ers in the sysiem on an equal basis
comphicates this issve because of culfural
ditterences
It has been thought in the past that it
was better to reduce the tax burden on
married couples through reduction in mar-
ginal rates and an increase in the existing
Jevel ot exemption for married women's
earnings than to introduce radical changes
in the basis of taxation. Thus, by next
vear, the exemption for married women's
earnings will be R1 600 a vear.
One of the main obstacles preventing
the summary introduction of separate tax-
ation for married women has heen the
“difficulty of devising a generally accept-
ed system which, while not increasing the |
purden on the single breadwinner family.
would at the same time not result in an
unacceptable loss of revenue.”
Thus. if 1981 rates were applied. and |
spouses faxed separately. all childless
couples whose combined annual income
did not exceed R12000 would pav more
tax than at present. And nearly 83'¢ of alt |’
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DEPARTEMENT VAN BUITELANDSE
SAKE EN INLIGTING -

No. 1928 11 September 1981

TOEKENNING, POSTUUM, VAN DIE ORDE VAN
GOEIE HOOP IN DIE EERSTE KLAS: GROOTKRUIS

Hierby word bekendgemaak dat bogenoemde dekorasie
op 3 Maart 1981 kragtens die reéls vervat in die Bevelskrif
wat by Goewermentskennisgewing R. 311 van 2 Maart
1973 gepubliseer is, postuum toegekén is aan—

mnr. Archibald Gardner Dunn, wat die Suid-
Afrikaanse Ambassadeur in El Salvador was.

DEPARTMENT OF FOREIGN AFFAIRS
AND INFORMATION

No. 1928 11 September 1981

POSTHUMOUS AWARD OF THE ORDER OF GOOD

HOPE IN THE FIRST CLASS: GRAND CROSS

It is hereby notified that, on 3 March 1981, the above-
mentioned decoration was, in terms of the rules contained in
the Warrant published under Government Notice R. 311 of
2 March 1973, posthumously conferred on—

Mr Archibald Gardner Dunn, who was the South
African Ambassador to El Salvador. *

H

¢

DEPARTEMENT VAN FINANSIES
No. 1910 11 September 1981

AANSTELLING VAN LEDE VAN DIE STAATSPRESI-
DENT SE STAANDE KOMMISSIE VAN ONDERSOEK
INSAKE DIE BELASTINGBELEID VAN DIE REPU-
BLIEK

Hierby word vir algemene inligting bekendgemaak dat dit
die Staatspresident behaag het om mnr. Philip Walter
Sceales en professor Hendrik Stephanus Cilliers vir 'n ver-
dere termyn van drie jaar, eindigende op 30 Junie 1984, as
lede van die bovermelde Kommissie aan te stel.

]

320) oS
DEPARTME FINANCE
No. 1910 11 September 1981

APPOINTMENT OF MEMBERS OF THE STATE PRESI-
DENT’S STANDING COMMISSION OF INQUIRY
WITH REGARD TO THE TAXATION POLICY OF THE
REPUBLIC

It is hereby notified for general information that the State
President has been pleased to appoint Mr Philip Walter
Sceales and Professor Hendrik Stephanus Cilliers as mem-
bers of the above-mentioned Commission for a further
period of three years ending 30 June 1984,




PAYE system
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have been provided with Volme 21
of the tables relating to the deduction
of tax in terms of the PAYE system;
if not, why not; if so. when
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(2) whether such tables were previded to

these employers prior to the date on

which they became effective; it se, on

what date were they provided to such

employers: if nos, (a} why net argd (b}

what procedure are these emplovers

to follow in regard to making arrear
deductions?
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amounts  which haye been under-
deducted as such adjustments a5 may
be necessary will be effected in the
normal manner whep assessments are |

issued to the taxpavers concerned J




- incomes

ONE OF the most
significant moves in
the South Afriean
taxation system was
when we adopted the
General Sales Tax —
a positive move to-
wards the principle
that every person
should pay his share
of "the cost of run-
ning the country,
There is, of course, a
very valid economic and
social argument against

‘the General Sales Tax in

that it is levied on all
goods which means that
the lower-income groups

are hardest hit. They
have to spend all or
nearly all of their

while the

higher-income groups do
not pay sales tax on the
monies they save and
tinvest.

This iz probably the
thinking ‘behind the
suggestion by Dr Joep

.. de Loor this week that

one of the elements in
further tax reform
might well be a tax
on_ wealth.

I think it ‘would be
‘precipitate to go into
the arguments for and

its introduction to aveid
acting as a

disincentive to the
ambitious who wish to
create more wealth for
themselves,

In any case, the first
stage in any form of
wealth tax would appear
to be some kind of
capital gains tax.

What excites me is
the enlightened way in
which the Government is
n.ue.mmammw:sm the
taxation system and
reforming ft.

What is less exciting
is that the reforms are
not being made all that
sSwiftly — particularly
reform of the taxation
of married women.

Again, the issue of
married women's tfax
has been debated at
length but there are
several

discussed so fully.
MBA students at the
Graduate  School of

Business Administration
of the University of the
Witwatersrand
completed a number of
research projects
recently on taxation —
in place of an
examination —  and
these were s compiled
into a booklet®which the
school has published,

Michael Menof, the
lecturer . concerned, is
looking for other
taxation  issues and

problems to research in
much the same way,
among those discussed
in the booklet are:

@ The taxation of
capital gains.

® The avoidance of
taxation. '
® Progressive versus
broportional taxation,

® The problems and
advantages of taxing
according to residence .
rather than source,

® Whether building
societies and leasing
companies should pay
tax.

@ The taxation of
consumption,
®  Whether South
Africa is a tax haven,

® Whether in-
corporation is the
answer ~— form a
taxation point of view —
for professional people.

What interests me
about these research
projects is that they
bring into sharp focus a
number of taxation
issues which are not
normally publicly
debated.

It will be interesting
to see how many of
these, in due course,
become the subject of
taxation reform.

Just ineidentally, T do
hope we don’t really
have a wealth tax. Let's
do something about that
terrible taxation system
of married women first.




Tax pa'yersiincome tax

et th‘;lx;an - l

- cPﬁi\%\%\nn\m of (axpz}tf:ge |

o erce :

wmk: le;g:fg&oup am} &?dpf om each .
" in each ¥

of income tax 1€ ent
: ! , 13 i _"L {

res ar q

which figures | D
MXNXSTER OF FINANC ,} n;f

o " ing figoF act,
iono‘g;‘c‘% oiglhe 197879

g

i

& (b)"' in 168! ¢
© e oo 575
1ax

T—

i i
£ 409 TUESDAY, 15 SEPTEMBER 1981 410 ,’ 4
t\- ! Number of individual Tax Assessed in income i
- taxpayers in income category as percentage of :
? Income Category category total tax assessed :
b i
K LOSS 16 622 — i1,
1y 1~ 1000 204 504 0,04 i
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& 26 001~ 28 000 5387 2,27 i
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B 30 001- 40 000 8293 « 5,09 PL
i 40 001— 50 000 2698 2,40 Iy
P 50 001 80 008 1971 262 !
= 80 001-100 00b - 327 0,66 .
N 100 001-150 000 276 0,78 i
i 150 001 and over 124 0,73 i
N 4
§ Total 2001643 100,00 f ;
!
«1
it

i




‘|- My Harry, Schwarz (PFP. Yeo: ;.
;,.vvxlle’ “They, show, that

‘|:R14 000, 2, year. and; contnb—j
t

3 taxpayets in
in the, 197 8/

93,04 pe]
me 1a assessed
ng’ betweén
R24000+a" year,

"My, Horwood .
eﬂected he . position:

Heapsoprys o7




Own Correspondent
! URBAN A call has been made-for the introduction of an annual
‘Pax as a means of ensuring the survival of capitalism and the fufuri
ity of South Afrlcas white community. )

The concentration of
wealth represented a
potential for conflict. Un-
{ til this was tackled the
| mere imposition of equal
practices legislation would
not lead automatically to
the desired goal of over-
coming discrimination and
institutionalised racial ine-
" qualities.

The biennial economics
conference has as its
theme “Economie, policies
for the  1980s™ and has
drawn top economists,

“wealth " through 1ncreased
‘rates of death, duties and .

‘seenis 1mpena1nve o

v “Sucha new rbax ‘shoud.
ot - be seen:'as a subsh-,
Jfuté for' imcome’ bax- ‘and,

: educafmom, health,

-that ., of . "other.

"disparities:

1 Umversxty of Nata

nomies - lecturer, Mr‘M D
McGrath today mold the\

of Durbari/Westville: that a*.
- Ipajor-cause, of ‘income ine-
Cquality’ was “the unequal
distribution - of personal
weaith. -

p a p er: entmed
nd economlc

wéalth shouldv,b teduced:-
drama“bmmlly in ordér- for:
black South Afmcans to

vention. * to" - rédistmibute *

an-. anmiual wealth” tax.

“towards < fanancmg policies ' |
»that would RATTOW - ] 3
‘income"

u-
sing, and rural develop-

" ment. w

. Mr McGrath 'said little
research. had been -done

- on wealth and income dis-

tribution in South Africa:
But' it seemed clearthat
the “country’s distribution
pattern was ‘similar to
‘Western®
natlons This meant a vast
propomon’ of the-wealth
‘was concentrated in a few
whlte hands

economlc “powe.




ERROL DANZIGER

Taxing “‘excessive’’ pr

Errol Danziger is a lecturer in the De-
Partment of Mercantile Law at Unisa
and associated with the Unisa Tax and
Business Law Centre.

SA’s economy is at present emerging
from one of the most vital booms in its
history. During 1980 an economic growth
rate of 8% was achieved, but the infla-
tion rate rose during this period to an
unprecedented 15% a year.

Growth has dropped off, but the infla-
tion which accompanied it has persisted.
At the time when the inflation rate began
to rise significantly — but was matched
by record growth — inflation was as.
cribed by most economists to the record
expansion in the money supply, although
secondary reference was made to excess
consumer demand. In the ears of the
layman, the former explanation rang
somewhat hollow, as the phrase “growth
in the rate of increase in the money
supply” seemed to him to be little more
than a euphemism for, or one of the
symptoms of, inflation, rather than one
of its causes. At a time of spiralling
prices, reports of company results indi-
cated — as they still do — great in-
creases in turnover percentages, which,
however, are often accornpanied by prof-
it increases vastly higher proportionate-
ly than increases in turnover. This situa-
tion gave the man-in-the-street cause to
wonder whether a more concrete solu-
tion could not be found.

An important recent development has
been that despite significant progress
having been made in curbing the growth
rate in the money supply, inflation con-
tinues unabated. It would thus appear
that a question mark has been cast over
the “rate of growth of the money supply”
rationale as the major cause of inflation.

It is submitted that the aforegoing re-
marks are not without substantiation, In
a recent article, Professor D J Botha,
head of the Economics Department at
the University of the Witwatersrand,
stated that in his opinion, manipulation
of the money supply was unlikely to
bring about price stabilisation and that
price rises were not only caused by cost
increases, but by expectations of contin-
ued inflation. He added, significantly,
that a reduction in the growth rate of the
money supply did not necessarily mean
that inflation would be thereby con-
trolled, particularly if what he regarded
as the enormous profit margins of most
large SA monopolies and importers were
considered.

He referred also to an excessive num-
ber of monopolies and oligopolies operat-
ing in the economy, which, he said, did as
they liked with prices, thereby distorting
the market mechanism and bringing
about inflationary pressures.

In a recent comment, the July 1981
Opinion Survey report of the Stellen-
bosch University Bureau for Economic
Research reported that, although the
business sector expected turnovers to
stagnate, the general feeling was that
prices would not only continue to in-
crease, but that the rate would acceler-
ate. This expectation, said the report,
was “an indication of a general psycho-
logical climate where it does not seem to
matter if costs are rising because they
can be passed on to the consumer.”

Although the government clearly re-
mains committed to the promotion of
free market conditions in the economy,
concern has been expressed recently
with what is seen as exploitation of free-
doms under the free enterprise system.

On May 20 1981, the Minister of Com-
merce and Industries stated that infla-
tion was partly attributable to elements

1 11y Upasiavas

Fn as)ael

ofits

which interest rates are manipulated in
order to cut the rate of growth of the
money supply.

The question now arises as to what
further action should be taken. Wage and
price controls are considered to be too
stressful on the economy.

An alternative which presents itself is
a fiscal measure — the imposition of an
excess profits tax.

Taxes of this nature were imposed in
SA during both World Wars. It is interest-
ing to note that when the then Minister of
Finance introduced the legislation in
1940, he stated that the purpose was not
only to raise revenue for the war effort,
“but also to discourage the making of
excess profits at the cost of the
consumer.” '

More recently, an excess profits tax
was mooted in March 1981 by a leading
figure in the business community, Ray-
mond Ackerman.

It is submitted that a tax on excess
profits, introduced perhaps subject to the
proviso that its currency be compulsori-
ly reviewed by Parliament each year,
would be a logical step in the current

Despite progress in curbing
supply, inflation continue

the growth of the money

s unabated

active in the economy which were con-
tinually driving to improve their posi-
tions by abusing the weaknesses of the
free market system, precipitating in-
creased prices, inflation and consumer
resentment directed at the economic sys-
tem as a whole.

The Minister called for the support of
the business community in the govern-
ment’s fight against inflation, by asking
the community to display “a high degree
of responsibility in determining the
prices of their goods and services. Un-
less (the private sector) discipline them-
selves regarding price increases and co-
operate with the government in jts fight
against inflation,” said the Minister, “it is
going to be more difficult to achieve the
objectives of less state intervention and
control.”

Judging by the results of the survey of
the Bureau for Economic Research, the
Minister's appeal has fallen on deaf ears.
Both price rises and inflation continue

- unabated. The main method applied thus

far by government to combat inflation,
has been a menetary policy in terms of

economic climate, and certainly de-
serves more consideration than it has
hitherto enjoyed.

Considering that SA is currently en-
gaged in an economic war against infla-
tion, a measure of this nature cannot be
regarded as excessive. The legislative
framework for such a tax, which would
include a definition of the concept “ex-
cess profit,” could be drafted with com-
parative ease and the tax would be sim-
ple to administer.

What is needed at this juncture is not a
confiscatory tax which would have the
effect of destroying the profit motive in
business, but rather a milder measure
aimed not at raising revenue, but at com-
bating the psychology prevalent in the
business community that prices and
profits must rise at the expense of the
consumer.

To be effective, the tax would need to
be imposed not only on company profits,
but on all sectors of the economy, includ-
ing professionals and agriculture. It
would do much to boost flagging con-
sumer confidence in free enterprise.
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21 of Co-operation and Development:

What was (2) number of Black

; tax revenue derived
irom each such 570up in the 1978-'79 tax
3%ar as at 30 June 16817

The MINISTER ,OF CO-OPERATION
AND DEVELOPMENT:

(a) Statistics of Black tavpayers in each }
income group are not kept.

(b) Falls away.
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Vasbyt! Public,
workers unite
on Perks Tax{

Pretoria Bureau
PUBLIC sector staff associations are solidly united in their demand

for compensation if their housing subsidies are hit by the proposed
Perks Tax, . Lo
-Pretoria sources said yesterday resistance to taxing of their main fringe E
benefit-was ‘a major reason for delay in implementing the tax,
Senior Government workers warned of an “unprecedented outery” if the Govern-

ment taxed their only benefit
; _without adequate compensation..
‘ ; i The Minister of Finance an-
; nounced in his Budget speech
! : this year that the conditions of
: the tax would, hopefully, be in-
cluded in the Income Tax Bill to
be introduced in the Assembly
towards thie end of the session.

He also announced that a draft
: : Bill evaluating perks would be
| ) sent to commerce and industry
i | for comment. L

This had not happened and
Pretoria sources said there was |
too little time for consultations
before the end of the session.

This meant the measure would
orobably. be further delayed un-
il the 1982 parliamentary

session.

Improved housing loan condi-
tions for Government and Pro-
vineial workers, announced by
the Minister in his Budget, oper- [
ate ffomOctober 1.

The maximum loan has been }

' ' | doubled to R40 000 and the inter- [*
i est rates have been reduced to
' i 1 3%and4%. . -

| building. society rate on which
! the subsidy will be calculated |.
\ will be 12,5%.

i

Loophoies

; | ' Senior public servants said
' ‘ taxed housing benefits would se-
: ) riously affect staff turnover and
! recruitment.

| Public Servants’ Association
| president Dr Colin Cameron said
i | yesterday the PSA had made it
i . ' clear to the Minister of State
; Administration, Dr Trnicht,

: ' that public servants must not be.
hit by the Perks Tax. |,

He said the private sector's
| search for tax loopholes had

spawned fringe benefits and
added: .

“If this tax is applied the pub-
. | lie servant must be no worse off
than he is now. He will have to be
: full coml?ensat.ed for whatever
| he loses if the tax is applied to
housing loans.” -

A Posts and Telegraphs Asso- |
| ciation spokesman said: “If they
tax our only perk then they must
compensate us some other way.”

The 10 Railways staff associ-
ations — including two coloured
and an Indian one — were unani-
mous that housing subsidies
| '} must be left alone.

TR

|

: ' From October 1 the average |-

E
£
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44, Mz H. i SCAWARZ asked the 0~ 1000 67,0 xR o8
Minister of Finance: 5 £
: 01- 2000 ... 4 3 2
(1) What tage of :;ch groug %f 10 8,1 39,5 12,4
tazpayers in respect of the 1978 200023000 ... . )
ﬂrag»ml vear falls into the (a) White, 001~ 3 6o : 60,7 26,4 129
() Coidurad and (2) Asian race 3001~ 4000, 70,9 7.9 12
group;
01—
(2) what is the total amount of taxation A001-5000.. ... 75,2 15.3 95
collected rom individual tax-payers 001 6 ¢ .
: for the {a) 1279-30 saxgear arlxdd(b) 5001-6000. ... 80,9 13 1.8
i 3930-'31 tax year up to and including §001-7000.. .. ... o . )
‘» 50 June 19812 s . 6 50 54

Hw mmmm UF HNHNUD‘ 7001-8000... ... ?1!9 j,j JJ

8 001~ 9000 939 36 13
(1) In respect of the tax year ended 28 ’
February 1979 the information asked 9 001-10 000 957 25 18
for, is as follows:
10 001-11 000 86,8 1.7 15
11 001-12 000 97,4 1,2 1,4
12 00113 000 98,0 0,8 12
13 001-14 000 98,3 0,7 1.0
C 1400115000, o 98,4 0,5 11
1S001-16000........................ .. 93,5 0,4 1l
16001-17000..................... ... 98,3 0,4 1.3
[¢]
17001-18000 .............. P 98,5 03 12
' 18001-19000.......... .. S 98,4 0,3 13
19001-20000..................... ... 98,3 03 1.4
I 20 001-21 000 : 7983 03 14
20001-22000......................... . 93,3 . 0,2 1.5
22001-23000................ ... .. 9R.3 . 0.2 1.5
23001-24000....................... .. 98,2 0,3 1.5
2400125000 ... 98,4 0,1 1.5
25001-26000........... ... ... 98,4 0.2 14
i
Income Group (a) ‘),’h“e ®) C?'ri,ourc © %-};,Sian
R ’ n2 14
26001-27000 ..o 98.4 0.2 .
27001-28000 ..o 93,0 0.1 19
2
OVer28000.. . oeveeeneneninaneeeen.n 98,6 0,2 1
; ;
‘1g the tax years to which
is not available, The total
divid
(a) 1979-7C
follows—
(a) R1344138782.
(b) R2 7350902 049.
An g e amounts
<ol rom al taxpayers
sincz 1 April 1981 has not os yet been
made







‘But the
mﬁﬁaoiﬁmm
must |
proceed

cautiously’

'

Mercury Corres ond

wwwaoww>lerm Minister of Finance, Mr
Owen Horwood, has given an early warning of
the possibility of tax increases next year, ac-
cording to economists.

In an interview in Washington, Mr Horwood
also warned that the economic growth rate was
declining and would probably go still Jower next
year, posing the threat of more unemployment.

He said in the present circumstances, where
the growth rate could fall further, it would be re-
grettable if any significant fax increases had to
be imposed. .

This was why, he said,
the authorities must move
with caution.

The PFP’s_finance
spokesman, Mr Harry
Schwarz, said yesterday
that at this stage there was
no justification for even
ninting at a possible tax
increase.

Increases in incomes had
placed large numbers of
taxpayers in higher income
brackets, but because of the
persistently high inflation

~rate the real purchasing
power of earnings was €i-
ther static or declining.

Mr Horwood also warned
that there were indications
that South Africa was be-
ginning to live beyond its
means.

4

Economists agreed with
the minister that the econo.
my had reached a critical
stage where, if control and
balance were jost, great

_damage could be done.

in the Washington inter-
view Mr Horwood also re-
flected the Government’s
growing concern at the high
rate of black unemploy-
ment, and the threat this
posed to national security.

important

Speaking in Piketberg
last week the Prime Minis-
ter, Mr P W Botha,
emphasised the need to
create jobs to reduce the
‘threat of revolution’.

Mr Horwood said it was
umz..ziwa@ important in
South Africa that there
should be continuous
growth.

The president of the
Trade Union Council of
South Africa, BT Anna
Scheepers, estimated the
number of inemployed and
underemployed blacks to
be more than 1500 000.

Added to this were the
930 000 new black workers
who entered the labour
market annually.

It was estimated th
wm%m_m,\.m %mm:. full mswwoww
a 6 percent gr
ww%ﬂsmm necessary. growih
"he most hopeful e -
tation this year was w%% nm
growth rate of between 4
and, 5 percent, with a fur-
SMM decline next year.
was obvious therefo:
wﬂwfﬂ% dimension of' mﬂmm.
m was inereasi
Scheepers said. 258, wn,




MARRIED WOMEN (32)

Mo tax separation
, m L il
Nao less an expert than Dr Daz!x!};ii: ‘Fram-
sen of Stellenhosch University, formcrll
Senior Deputy Governor of the Reservz
Bank, has firmly dismissed the arguments
for separate tax on married women's in-
c?meA Delivering the annual lecture of the| §2
Unisa (f,‘emre for Tax and Business Law inl 37
Pretoria on October 28, he noted the persis- I
tence of two major ohjections to a chan;.;(‘.
Tl)e loss of revenue entailed would ro
quire the raising of compensatory classes of
revenue which would cxceed the carrying
| capacity of SA’s limited taxation po(ori!inl
i Nor (.‘ouhl asystem of separate tax meet lhnl
‘ requirenient of equity for the greatest possi-
i hle proportion of the population. Here Iiw
) smfill proportion of the total SA population ||
i whw}} pays income tax is very relevant. ‘
} SA's appmgch of recent y%\ars - toTe-
duce the maximum marginal rate of tax on
personal income and to exempt a propoftinn
of married women's earnings — was there-
fore the soundest approach. Franzsen poinl- ‘
:d (])ut that the tax esempt portion of mar-
ied women's carni o
R1600 on March !, 19[;}? would g0 wp o
Franzsen claimed that openin
to separate taxation of garrifdﬂ:'ao?:g;

I
h's Fr

supporting joint taxatio

would introduce as many problems as it
would solve. According to the Director-Gen-
eral of Finance, Dr Joep de Loor, under the
——, 1981 scale of tax all married couples with-
| out children earning less than R12 000 per
| year would pay more if SA switched to a
system of separate tax. And as around 83%
of all married taxpavers fell into this cate-
gory. it would not be equitable to prejudice
1 them to benefit the rest,
Despite his preference for a system of
\ joint tax. Franzsen noted the contrary
| arguments.
i L1 The joint system imposes — above a
" certain income level — a considerable in-
| crease in the tax burden on twa warkers
. contemplating marriage. This i the so-
. called “marriage penalty.”
{11t discriminates against two-income
families, while it is not feasible to design
compensatory provisions adequate to meet
, all contingencies.
! [ It gencrates a disincentive against work
' for the married woman, hecause her carn-
ings subject the joint income to tax at a
higher margmal rate. The marricd woman
tends to regard her earnings as comprising
the top layer of the couple’s aggregate
income.
The criticisms directed against {axing in-
dividuals include the following:
11 The individual system fails to meet the
criterion of equal tax treatment as hetween
one- and two-hreadwinner families.
|’} The division of income hetween the two

[ spouses hecomes a critical issue under the |

separate tax system. Tt provides scope for
. avoidance practices (like income splitting)

which also introduce inequities.

i A particularly <tubborn problem is intro-

spouse, it undermines the system of separ-

duced by the treatment of investment (un-
carned) income, If this ¢l
excluded from one of the ind ividual returns

s of income is

and Jumped in with the income of (he other

ate tax. H investment income 18 included in
the individual return. this approach
amounts to “an open invitation to tax
avoidance.”

An examination of overseas experience is
instructive, Tax or no tax. the proportion of
marricd women working has increased
apace. In the US. for example, women, as a
proportion of the total work force. increased
from 27.47 in 1940 to 49.1% in 1978. The
proportion of married women who work
increased over the same period from 14,7%
to 47,4%.

Deeply divided

Data furnished by a working group of the
OECD show that member countries
are deeply divided in their approach to the
thorny problem of taxing the income of
family units. Some of these systems have
the additional disadvantage of heing com-
plex and therefore more difficult to admin-
ister. The variants which fiscal ingenuity
can devise arc quite remarkable.

Married women may be entitled to the
option of having their carned income taxed
separately, but may he obliged to aggregate
their investment income with their hus-
bands' fotal income. There may be an ar-
rangement to tax the family unit — as in
France, Belgium and Italy. But Canada re-|
jected the introduction of this arrangement |

despite its recommendation by the Carter

Commission on taxation.

The US, the UK and Germany operate a
system of joint tax with an option for mar-
ried women to be taxed separately, while
Canada, Japan and the Net herlands tax
separately.

Franzsen claims that none of the systems
for separate tax is really free of criticism.
He argues that any future propnsal for re-
form of the system of tax on married worn-
en should he subjected to three pertinent
tests: what will the concession cost: who will
he prejudiced by it; and will it promote tax
avoidance?
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e said iticreases in incomes
placed large numbers of tax-
ers:in higher income: brack-
but because of the the persis-
1 high inflation rate thé real

chasing..power: ‘of earmn
elther static o, dech

an
atidamage could )
thé iterview Mr Ho

?S ﬁconceni at the high'ra
Atk unemployment and,!:h
A  this~ posed, to: national

- Mr; Horwood S

tlcularly important.-for South ,
Africaithafit ere should be con--

tinuous -growth, because uneri;
ployment could create great
problems : .

.The’ 8resxdent of .the” Tra
Union: Council of South_Afric
Dr. Anna- Scheepers, - conserva: : |
tively estimated:the nummber: of |
unemployed.and uinderemployed;
blacks af;more: than 1,5-million.

".Added ‘to:this were the 230 000
new black workers who ‘entered
the ‘labou market anpually.
or TE, W timated; that . t0;2]
achleve Iull employment, a*6%*
growth rate Wwas necessary.
. The most hopeful ‘expect
this year was jor a growth rate
of ‘between: 4% and 5% w1th a
furthier decline next year..:

Tt was: obvxous, .therefore; that -

the: - problerr; was mcreasmg,‘Dr '
Sehippners N i
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HOUSE OF ASSEMBLY. — |

Individual taxpayers earning
less than R7000 a year will
not, in most cases, be re-
quired to submit income re-
turns from next year in
terms of the 1981 Income
Tax Bill published here yes-
terday.

According to an explana-
tory ‘memorandum, the bill

contains a clause designed.

to facilitate a change in the
method of collecting normal
tax from taxpayers whose in-
comes do not exceed R7000
and consist entirely or al-
most entirely of salaries,
wages and other remunera-
tion subject to the deduction
of Employees’ Tax. :
‘The -provisions would
come into effect on March 1
next year and apply to the
year of assessment ending
' on February 28, 1983.

~ The memorandum said it
‘was anticipated that the ma-
jority of salaried jaxpayers

. earning up to R7000 a year

would find their Employees’
. Tax deductions would -equal
their liability for nprmal tax
almost exactly .and the ne-

cessity for -tax as-.essments

would fall away.

New deduction tables
would take effect on.March
The rate of normal tax
payable by any taxpayer
whose taxable indome did
not exceed R7000 would be
10 percent. Although this
was higher than the present
““rate’ of eight percent for tax-
able incomes up to R6 000,
the cumulative effect of a
further rebate of R120 and
the special déductions and
standard insurance rebate
provided for in the bill
would effectively reduce tax
liability in all cases except
where standard deductions
and rebates were. inad-
equate,

The new tax tables would |

be drawn up in such a way

that the special deductions {

and rebates would be taken
into account,

According to the memo-
randum, the clause is pre-
i liminary and it is anticipat-
ed that further legislation
will be necessary in due
.course to round off‘ the
scheme.

It ‘was not proposed that
assessments in the Rl to
R7000 category should be
«eliminated entirely.

“In -those exceptional
cases where Employees’ Tax
deductions substantially ex-
ceed or fall short of the tax-
payer’s hablllty for normal
tax, and in the case of self-
employed taxpayers and pro-
visional taxpayers, assess-
ments will. still be
necessary.” — Sapa
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Horwood
fringe be

HOUSE oF ASSEMBLY., —
The Minister of Finance, Mr
Owen Horwood, stil) hopes
to introduce fringe benefits
tax by March 1 next year.

Introducing the second
reading of the Income Tax
Bill, he expressed the hope
that it would be possible to_
reach finality on the matter
at an early date,

In his recent
speech, Mr Horwood
-hoped it would be
during the present s
Parliament, to sub
amendments on th
of fringe benefits as part of
the Income Tax Bil].

“Unfortunately the short-
ness of the session has pre-’
vented us from realizing that
hope.”

Once certain fina] details

ad been approved, the
draft legislation would be
made available to interested
parties for further elucida-
tion of any problem areas
and discussion of the best
way to implement the pro-
posals,

“It is my sincere hope that
it will be possible to reach
finality in this atter at an
early date. If that can be
done and the necessary leg-
islation can be introduced‘

budget
said he
possible
ession of
mit draft
e taxation

T

a
hr?J e
efits 1z
early next year, it will stil
be possible to put the new
rules intg Operation op
March 1, 19897

The bill was praised by

€  Opposition’s chief
finance spokesman, Mr Har.
Iy Schwarz, who said it con-
tained no fewer than 19
Doints of agreement between
himself and the minister,

“It must be something of a
record,” he commented. The
opposition would not oppose
its second reading,

Although the minister had
not increased taxes, he did
benefit from fiscal drag and
inflation, Peopie were pay-
ing more tax in real terms
and during inflationary
times there was g case for a
tax reduction to achieve in-
flation-related taxes.

The New Republic Party
Supported the bil] through

r George Bartlett (NRP
Amanzimtoti), who said he
was particularly pleased
that there had been no tax
increases,

Concessions fo
tions to
welcon

n

T contriby-
Private schools were
comed, as the burden of
financing schools would in
future have to shift from the
State to the private sector, —
Sapa
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“a new dispensation in th
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Labour #
leaders
hit at =

basies:z
\ -
Mall Reporter ! =
LABOUR leaders yestérday
condemned the Government
for again rejecting a demand
that the General Sales Tax be
scrapped from basic foods.

In the Assembly on Tuesday-
the Government voted against
an amendment to the Sales Tax-
Bill, moved lt‘;ly the PFP finance
spokesman Mr Harry Schwarz,
that the tax should be abolished.

The Government was support-
ed hy the NRP.

Lahour leaders said the Gov-
ernment was either unaware of,
or uncaring about the massive

overty among the country's
Elacks, They also stressed that
Jower-income group whites in-
cluding the growing number of
old-age pensioners, would also
have benefited significantly had
the Government agreed to abol-
ish the tax on basics.

Yesterday Mr Schwarz point-
ed out that the lower-income
qups spent up to 456% of their
ncomes on food — and mostly
basic foods.

During the past two years, he-
cause of the high inflation rate,
which the Government had
failed to curh, the price of food
had rocketed — some items like
bread by more than 50%. .

Mr Schwarz pointed ont that
in other parts of the world, Gov-
ernments had exempted basic
foods from thejr. sales tax, or
their equivalent of the tax.

The abolition of the tax on ba-
sics, he stressed, could be han-
died without significant adminis-
frative adjustments.

The general secretary of the
National Union of Clothing
Workers, Mrs Lucy Mvubelo,
said her union had pleaded for
the removal of the tax on basic
foods. “When you consider that
we are spending more than
R2600-million this year on de-
fence the revenue lost by
exempting essential foods from
the tax would be tiny indeed "

It was obvious that with high
unemployment, ongoing infla-
tion and rising prices of all es-
sential goods that poverty was
spreading in black townships.

The president 'of the Trade
Union Council of South Africa,
Dr Anpa Scheepers, said Tucsa
and her own union, the Garment
Workers Union of South Alrica,
strongly favoured the scrappifig~
of the tax on essentials.

“If they can do it in Britian »
and other countries, why not
here?” she asked.




AMENDMENTS to the In:
comie Tax Act constltuted “a
new dlspensatmn" in’'the ﬁ-
nancing of educational pro-
jects .by the private sector
and individuals, the execu-
tive director of the Urban
Foundation, Mr J H Steyn,
said yesterday. .

Commenting in a statement
on the proposals, Mr Steyn
said the government had
shown insight and concern
for the problems facing the
funding of education. .

The new bill allowed for a
much wider range of dona-

1 tions for educational pur-

poses to be deductible for in-
come {ax. purposes,

“Before these i
were’ announced only -dona-

tions to universities, techni-

kons. and the National. Study
Loan and Bursary Fund:iere
(subject’ to limifations). de-
ductible from faxable income.

Now this concession has been

extended to effectively in-
clude:donations to secondary
schools, to universities in the

| national states and to various

training colleges and other
institutions.” .

* Mr- Steyn' said ;the -Urban
Foundation had made ‘repre-
sentations to the government
and it welcomed ‘the amend-
ments. The Foundation was
especially pleaséd about the
provision for the establish-
ment of special educational

funds ' through which dona-’

tions could be channelléd.
The concessions' also ex-
tended to vocational and:tech-
nical education, as well as all
forms of adult education.
“For the pnvate 'sector;
these are major educational
pnormes and the concess-
ions should therefore receive
widespread support.” :
The amendments, brought
Sotith Africa into line ‘with
niost advanced countries in
the world, he said.
Mr' Steyn said that- “hope-

fully and in time”, the-bene- |-

fits would be extended to in-
clude-not only immovable
assets and other hardware
items such as facilities, fix-
tures and fittings but:also the
equally importani -3 HY
sich:. as manpower.
and bursaries. -

ndments |




‘Tax relief for

P |31

school donor

By PAT SIDLEY 820

THE new Incomé Tax Bill, shortly to be gazetted, will
allow tax deductions for the first time for donations
made to schools — within certain limits — by both

companies and individuals.

In the past, only donations to
universities, colleges and the
National Study Loans and Bur-
saries Fund were deductible.

Now donations for “specified
educational projects” — largely
expenditure on capital projects
— will be deductible.

These projects are defined as
the erection of buildings, pur-
chase or construction of perma-
nent fixtures and fittings, acqui-
sition of land or any right or
interest in land, the purchase of
movables, such as' laboratory,
sports or workshop equipment,
visual or audio-visual aids or any
motor vehicle with seating for
more-than six, and the repay-
ment of loans to buy any of these.

An amendment allows for the
inclusion of libraries, books, in- |
terest on certain loans and elec- f
tronic equipment. !

But donations for school fees
or bursaries will not he
deductible.

The. thinking behind these
clauses in the Bill appears to be
to encourage private enterprise !
to shoulder some of the costs of
schooling — particularly black

- schooling — along with the State.

Operational expenses would be
paid by the school itself.

Donations to certain educa-
tional funds will qualify for de-
ductions from taxable income.
These funds have been defined to’
include the National Study Loans
and Bursaries Fund and any fund.
established to carry out the
“specified educational projects”.

Another ammendment dpro-
vides for funds to be use by
educational institutions outside
SA with the approval of the Min-
ister of Finance.

© The Bill also makes it easjer
to donate to political parties. In
the past a donations tax would
have interfered with a generous
political donation — hut the Bill
provides for donations to politi-

. cal parties to be made without

the penalty of the donarl‘tionS tax.
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A new loophole appears
for dividend rippers |
d strivps

1320 4 i
PAT'SIDLEY
A LOOQHOLE has appeaned in the measures introduced in the new Incori Bill to prevent
tax avoidance by “gividend stripping”. o
Dividend stripping frequently  back Jis Joan account with that gantifor fouryearsafterthisandif [
involves the avoidance of tax il money and would have enjoyed Ie en sells the comwy his divi-
Yrivatz companies by the use of most of the profits of the company dend paid four years fore would
oans as a de facto way of distrib-  over the years without technically not he taxable.
uting profits. receiving a dividend, which would
New measures in the Bill — have been taxed. o
Section 8C and 8D — set out fo The corporate puyer also'l
prevent these tax avoidance  gained: Adter buying the shares hie:
res bl S SR
Wi 01
yeé’r. y legislation K - —on which he was not taxed,
.
pnent an amendment was In 1o~ ot ] :
23‘”" and. a'n;l thic%re-odpeng p':;{dlgg them and then claimed a
+ the possibility of dividen % it year Section 8B of the In-
stripping. . . e Act tried to ‘end this
In the past the individual share. - scherme. 1t deemed the loans from
holder in muvate com&any would  the private company to the share-
B on not take the profils outofthe  holder, to bea dividend and there-
company by ‘declaring a dividend  fore taxable.
becase this would be taxed. In- . But the section left so many
m’mgembggged the money Joopholes that thceh practice contin-
A . ued virtually unchecked.
et 10 s E iyt many worded %
roal many innocent trans-
. problém that if the COMPTY was acﬁong were caught initsmet. !
(idated, these profits would be - Andi wasseverely criticised by
tased in the shareholders’ hands  tax experts over the fact that the
after he had spent the money  section’ assumed guilt before

through his earlier borrowings. inmocence.
So the shareholder sol? the 1t was anticipated that this
shares to a corporate buyer. world be amended by legislation

e g 2o s ey
wo a capl and there- Tnstead, the largel: ineffective
fore not : taxable; %femwppld pay  Section adé remﬂinﬁ _’_’ as well the
= criticisms of it — and two fur-
ther sections were introduced —
§C and 8D.
The first, 8C, deems the profiton !
the sale of the private company’s .
shares to be 2 dividend — not 2 -
capital gain — and is therefore
taxdble. . .
“The second, 8D, deems a3 trad-
ing income the dividend distribut:
ed by the private comnpany to the
corporate shiareholder — and will
therefore be taxed at £2% whereit
1 was not taxed before. N
But last week the Tatest
--amendm_ent was introduced,
which according to tax experts;
" might partially open the scheme
-up again. |
In terms’of the amendment, if
the_ corgorate fuer receives the
- dividend from the private: com-
pany it bought more than four:
years before it sells the private
compay * that dividend will not be’”
med » PRI

This ‘means that the corporate
buyer-can pay the, profits. of the -

private company. to himself by
' way of 2 ‘dividend, sit on the com-

— —







. R50 000 ceiling 3

ITL?‘S OFFICIAL — the legislation to tax fringe benefits will come into
effect from March 1. This was made clear yesterday by Dr Joop de
Loor, the Director-General of Finance. ’

’ He was speaking at the annual conigress in Durban of

* the Association of Chamber:

Assocor, however, has! figed
.-the: Government to use the 1982
Budget to offset fiscal drag —
higher effective taxation
thirough inflation — and the im-
pact of the proposed fringe bene-
fit taxation by raising the tax-
able. ceiling to R50000 from
R40000 and reducing marginal
tax rates,
A'motion by the Johannesburg
chamber suggesting: that next

year’s Budget should place more.

emphasis ‘on supply-side incen-
tives as part of a stabilisation

_policy was adopted yesterday bg .

thecongress.
Dr De Loor said the Minister

of Finance would come back to

* organised commerce on the
" question of fringe benefits,{but
would introduce the legislation
early. in-the next, parliamentary
-gession so;that the

- come-effective.ol

.- He said the Dy e

.~ nance would take:note’of Asso-
com's: suggestion;: and the.Gov:

nment -was consciou: hi

ould be- ||

G e
** inflationary . efféct the intended |-

s of Commerce.

perks tax could have, The timing
of its introduction would be care-
fully considered. X
The Johannesburg chamber
said the rationale behind its pro-
posals was that taxes affected
d king and i
behaviour mainly at the.margin,
and that b{ reducing marginal
tax rates-the economically cre-:
ative sector’s incentives to work,
save and invest would be re
.s_tgred%‘, & ﬁ%f,,y;;
o L3 3

)

~APLEA wasmade t0 the Min-
ister of Transport Affairs to es-
tablish a transport advisory
council as'soon as possible.

The Natal regional chamber
proposed a' motion ‘urging -the

By JOHN "
MULCAHY

minister to implement the pri-
vate-sector proposal to achieve
the best use of transport facili-
ties and to ensure adequate pro-
vision of transport
infrastructure. .
1t was necessary, said the
chamber, to esfablish a direct
line of communication between

.the Minister of Transport and
the proposed-transport. adyispry:

council and l)rivate and public
sectors should be fully repre-
sented on it. o
In addition, issues affecting all
forms of transport should be ful-
Iy investigated and reseaiched
by, or through, the proposed

* council.




TAX RATES AND GROWTH

Eating the seed-corn?

Countries which tax individuals too heavily
may be eating into savings rates and there-
by into capital investment. This alarming,
even if previously suspected, conclusion
emerges from a comparison of US tax and
savings rates with those in other industrial
countries initiated by the Office of Econom-
ic Research of the New York Stock Ex-
change. The investigation was performed by
international chartered accountants Price
Waterhouse.

The study reveals a startling divergence
both in personal savings rates and the tax
burden on investment income in the indus-
trial countries. The savings rate in the US is
a miserly 6,3%, compared with 12,2% in the
UK, 145% in West Germany, 17,2% in
France, 21,5% in Japan and a surprising
23,1% in Italy.

These statistics are compared with the
tax on a standardised “basket” of invest-
ment income, determined for an individual
with earned income of $50 000, $10 000 in
dividends, $5 000 in interest and $34 000 in
capital gains. There is no precise correla-
tion between high tax on investment income
and low savings rates, but there is some
highly suggestive evidence when the aver-

_age figures for the period of 1975-79 are

analysed,

Thus, the income basket would be taxed
to the tune of 33,5% in the US, 32,5% in the
UK, 11,8% in West Germany, 7,3% in France
and 6,4% in Italy. High savings rates seem
to correlate more closely with low rates of
capital gains tax (cgt) than with overall tax
rates on the iricome basket. This statistical
evidence seems to make sense, particularly
in the light of the adverse influence of high
cgt rates on mobility of capital,

1t is fairly obvious that investors who can

only realise their holdings at the cost of
close to 30% of their gain in the unpleasant
form of a cgt will tend to remain locked in.
So a substantial cgt has a double impact on
savings and investment,

The study also concludes that much of the
blame for America’s lagging economic
growth can be laid to low savings and in-
vestment — forging the final link between
unwise tax systems and poor economic
performance,

Tt would be useful indeed to see the results
of a comparable study undertaken in SA.
There are hopes that the work could be done
as the results of efforts of the JSE, says its
president Richard Lurie,

Some interim inferences, in the FMPs
opinion, can meanwhile be drawn from the
present structure of SA taxes,

0 A cgt would be a most undesirable addi-
tion to the existing repertoire of taxes on

capital transters — donations tax and estate -

will SA avoid

JSE’s Lurie ...
US errors?

duty. But the current basis of drawing the
distinction between capital and income is
not, in everyone’s view, altogether satisfac-
tory. At times, the present state of affairs
could even lead one to the conclusion that

F i) ofa

SA already has an ad hoe cgt in the form of
treating too many gains on investment as
trading income.

Rationalisation in this area of tax law to
permit greater certainty about the fiscal
implications of investment decisions ought
to be beneficial, especially if carried out in
the context of a rationalisation of all the
forms of tax on capital. But reform ought
not to carry the price tag of higher capital
taxes than those at present.

O The limitation of the top marginal rate of
tax on individuals to 509 must be com-
mended as a long overdue reform. But ac-
tion must be taken to prevent fiscal drag —
as the result of inflation — from eroding a
portion of the benefits through pushing ev-
eryone closer to the top marginal rate.

0 SA’s system of pension and retirement
annuity tax relief (to a maximum of 15% of
income) must be regarded as positive. Obvi-
ously, though, the stream of savings gener-
ated in this way is not available to the
individual businessman but confined to in-
stitutional hands, This situation, too, cannot
be regarded as ideal. '



| the ‘tradé union movement,

| a constituency travel allowance

must

-pay 1or=
‘perks’,

IF LOOPHOLES were left in} *3
the new perks tax to allow| ‘s
politicians, inchiding ther 5
Prime Minister, to escape;’ ;.
their liabilities, there would: &
be an“enraged outery” from

2

as well as from leaders of the
private sector. o
.- The. new tax will be intro:
.duced froin the start of the new . %
finaneial year in March, - *
Labour leaders, including 'the
ehairman of the Federal Consul?
tative Council of Railway Staff
Assoclations Mr Jimmy Zurich
were commenting on new perks
for MPs — subisdised interest on
Toans up to R13 000 for cars, and

BrET e

©

of 'R354 per month.

. Mr Zurich said MPs should
hlave.to pay tax like everybody
else. - !

Meanwhile the Prime Minis:

“the other in Pretoria — main:

-partment, a chauffeur-driven. ~

 sive allowance. " - .

[ Would the Government,' lie

T S a—

ter and his Cabinet enjoy-perks
even more extravagant than top
executives in the private sector;
it isclaimed. - . 3
The Prime Minister's total -
earnings'are just under R80 000,
but_with all.the fringe benefits:
his real income is well in excess .
of R100 000 a year, making him
one of the highest-paid politi-
cians:in the Western world, =

Houses. ,

He, like merithers of his Cabi- *
net, "have two large furnished
houses — one in Cape Town and .

tained by the Public Works De- -

R30 000 luxury car, and big en<
tertainments allowances. o
But. in-addition, R25 000 of his

salary is a tax-dodging reimbur-

1t it were not, he would pay the
marginal tax rate of-50% on th
allowance, The fact that he does
‘not, effectively lits his earnings
by another R12 500 a year.

A Cabinét Minister earns N
R46 800 a year with a R10100, o
tax-free reimbursive allowance, *

On the subject of the new sub-
sidised interest rate available to
MPs for buying cars, a Pretoria " .
motor industry executive said in- *
the 1private sector finance houses-* -
could charge up to 24% interest " »
on car loans up to R10 000. T

Above R10 000 the effective in-
tetjyest rate was a maximum of
2% .

PETTEL

A

LR R e ——"

asked, grant the same ‘conces-

sion 0 travellers and represen-

tatives ' who used: their cars for
ithin thej ati)

for the MP’s
interest rate’ is- that*n
around-a lot in his constituency

on official business, Well, so does .
& rep — so where’s the ¢
difference?” 4

[
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threat that sales tax would
be dropped in Ciskei and
South African merchants
blo cked from repossessing
goods in Ciskei when hife
purchase instalments
were not paid was made at
the weekend by a Ciskei
cabinet minister.

‘The startling sugges-
tions were made in a state-
ment issued by the Ciskei’s
Minister of Agriculture,
the Rev W. M. Xaba.

- Although the statement
is marked “secret,” it was
specifically issuéd to the
Daily Dispatch by Mr
Xaba. - o

Outlining his reasons for
wanting to withdraw sales
tax, he said: “The Ciskei
Government has clear in-
tentions of building Bisho
as a prosperous capital of
Ciskei where large busi-
ness concerns will be set
up to enhance economic
prosperity.

“Bisho will not only bé a
seat of government, con-
sisting of offices and gov-
ernment residences, but
will be a place where pro-
vision will be made for
Pprivate residential ateas,

‘ public facilities and in-
dustrial sites. N
- “Industry and commerce
will need to be encour-
aged to the exfent that the
question of economic con-
cessions has been investi-
gated because it is such
concessions. that will en-
courage entrepreneurs
from far .and wide to set
themselves up in Bisho.
|~ “The 4-per cent sales tax
will have to be dropped in
Ciskei” and this will en-
“tourage consumers to sup-
-| port Bisho' businesses.”
" Turning to HP transaec-
tions, he said there were
many other areas the gov:

EAST LONDON — A

erniment would probe fo -

assist economic growth in
Ciskei, entrepreneurs at
Bisho and Ciskei in
general. '

“There is, for instance,”
he said, “the issue of hire:
purchase which will most;
likely turn out to be a thor-
ny one,

“I" cannot visualise a
situation where a resident
in Ciskei enters into a hire
purchase agreement with
a shop in the Republic (of
South Africa) and, when
that customer fails to pay,
the shop-owner simply en-
ters Ciskei to repossess his
property.

“Such transgressions
will not be allowed b¥ithe
Ciskei state,

.“Ciskeians must, gear
themselves to support this
economic growth of their
new capital; entrep-
reneurs will not be en-
couraged. by comcessions

only, but also by consumer

support and a-climate. of
t{ianqull business progress
that is not:prone to up-
heavals.

1“The man in the street

‘will also benefit in that

‘Such prospetity is'geared
# nemploy-

id blacks in
the Ciskei,.and indeed in,
many paits of South Afri-
ca; were_not defeated by
whites ofi-thé" battlefield,
but on thé ‘economic front.

“Since the:time of their
defeat; which followed the
tle-killing
nomic war
~without a

pause,” l;e'sa' "
. “Ciskeians- always had
been subjected.to white
domination because of the
need to earnaliving....”

" And what ttiey-earned was

a mere pittance; thus sub-
jecting them to -endless
subjection, .generation af-
ter generation,

“It is expedient that Cis-
keians should be clear on
the question- of their
priorities before we go to

Bisho.”

As in the days of old, the
present battle was the

-same economic Kattle and

Ciskeians had to work for
economic upliftment if
they were to win that bat-
tle. — DDR./
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sales 1

By SANDRA SMITH
EAST LONDON — If sales tax was dropped in
the Ciskei, South African taxpavers would lose
out and it would he detrimentsl te the ecoromy
of the Border area.

This was said today by a member of the
East London Cily Council. Mr Donald Card, in
response to a statement hy the Ciskei's Minis-
ter of Agriculture, the Rev W M Xaba,

In a statement issued at the weekend. Mr
Xaba sugpested that sales tax might be
dropped in the Ciskei and that South African
merchants could be blocked from repossessing
goods in the Ciskei when hire-purchase
instalments were not paid.

“The 4% sales tax will have to be dropped in
the Ciskei” and this would encourage consum-
ers to support hlack businesses, Mr Xaba said

A UPE report on the Border area pointed out
that problems in the region included the frag-
mentation of economic resources, Mr Card
said.

“This is why we were looking at eo-prosper-
ity zones in the Ciskei, Transker and the Border

— and then we get a statement like this," Mr
Card said. “This can onlv be detfimental to us
all.”

“They throttled Mafeking by doing the same
thing in Bophuthatswana, Mafeking was forced
to seck incorporation inte the hemeland. and
fhe same thing will happen in King William's
Town.”

‘The reason why sales tax was intrnduced in
Seuth Africa was to recover further taxes from
the country, and it was obvieus that the Ciskei
would he subsidised hv South Africa

“The less money the Ciskel hrings into their
entfers, the more money the South African
taxpaver will have to subsidise them by,” Mr
Card said.

There was a flourishing hire-purchase husi-
ness iv the Border region and the blocking of
repo sion would be detrimental fto
businessmen.

I have warned apainst this before. Tf hlack
businessmen were allowed to move into {he
Central Business District, this would not hap-
pen. hecanse it would Wt them as well.”™ Mr
Card soid
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KING WILLIAM’'S TOWN
— If sales tax were to be
dropped in Ciskei, then it
would have to be dropped
in the King William’s
Town area as well to en-
able businesses to remain
competitive, the president

of the Kaffrarian Chamber -

of Commerce, Mr Bob
Stanford, said yesterday.

He was reacting to a
weekend statement by the
Ciskei Minister of Agricul-
ture, the Reverend W. M.
Xaba, that the four per
cent general sales tax
would have to be dropped
to encourage business at
the new capital , Bisho,

Mr Xaba also said he
could not visualise a situa.
tion where South African
shopowners simply en-
tered Ciskei to repossess
hire-purchase goods, Such
transgressions would not
be allowed.

Mr Stanford said the
chamber felt Ciskej was
entitled to take any steps
for its own economie de-
velopment.

However, if Ciskei did
drop sales tax, the South
African government
should allow the abolition
of the tax at King William's
Town and East London,

“We have been given an

; A7"urance that e will ot

be prejudiced in any way ”
M Stanford said.

" Onthe issue of reposses-

r ifbrmify
sa%egs'o%i%x

sions, he said he was quite
sure complex agreements
between the two govern-
ments would provide for
reciprocal enforcement of
legal obligations through
the South African and Cis-
kei courts.

There would be so much
development in the whole
area that the provision of
amenities and services
would not be able to keep
up with demand.

“Both Bisho and King
will be heeded to cope
with the astronomieal de.
mand,” he’ said.

The chairman of the in-
dustrial portfolio of the
East London City Couneil,
Mr Donald Card, said if
sales tax were abolished,
it would mean the end of
King and it would have to
be incorporated in the Cis-
kei to save itself }

“We would then be sup-
plying money to cut our
own throats,” Mr Card
said.

On hire purchase, he

- said blacks would suffer

because most blacks did
not have money to buy lar-
ger articles such as TV
sets and cars cash and
bought these on HP,

“All we require is to
%R 24 g tean in Lhe in-
tevest of 2, the people in
the ares,” he sajd.

Sales tax was introduced

into the coffers of the st
and if the Ciskei abolished
it, it would mean that they -
would have to get more
financial assistance from
the South African govern-
ment.

to bring further™neshe
ate

A lawyer said yesterday
he would hate to think of
the consequences of Cis-
kei preventing reposses-
sion of goods.

Mr G. Moolman was re-
plying to a question at a
debate on the granting of
credit to Transkei and Cis-
kel which was organised
by the East London branch
of the Institute of Credit
Management,

Mr Moolman said he
understood Mr Xaba to be
referring to “voluntary re-
possession”.

Asked what the legal
position would be in terms
of the South African Cre.
dit Agreements Act where
80ods remain the posses.
sion of the seller until
paid for, Mr Moolman said
in terms of the Act a plain-
tff was obliged to go intp
the magisterial district-of
the debtor.

He hop 3 ™iskei, as wag
the case with Traisied,
would adopt much or the
South African legislation,
— DDR.
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® MERVYN HAR-
RIS reports from
Fast London on the
Federated Chamber
of Industrics con-
vention.

WAkt

Emplovers and workers
need to be made aware ag
early as pascible of tha
wayv in which [ringe bene
fits are to be subjected {o
tax.

This was the major plea
of delegaies at the FCI
taxation  commitice  des
bate,

Mr A G Bramwell, pre-
sident of the Cape Chiame
her of Industries, siressed
that statements already

made by Intand Revenue |

showed {hat heavy onus
wil he placed on eme
plovers to  doclave the
amount  of non-cash  in-
come 101 tuX purposes,.

1t would be nawe fo
assume  that  emphivers
would not he subjected to
Lressure 1o adiust  re-

U muneration packages  in

the light of the fringe
benefits  tax, »aid Mr
George Thomas, chairman
of the FCI taxation com-
niitice. The Vringe Hene-
fits Tax wonuld therefore
add to waze inflation in
1B~ economy,

WEBCOMED

The FCI welcomes the
tav-reform neasires intra-
duced by the Government,
including the reduction of
tay seales, and will conti-
nue to pres< the auvthorie

i ties for further fax reform
< repard o

Loese

@ Systematic  stepe to
offset the effect of fisead
drag in the (ax system co
as  tn o avold & gradual
lation ol the realtax
hitrden  as a  result of

i inDation.

@ Steps to simplify and
rationalise the tax <vstem
where this is possible,

® Incentive systems
harmonised to the market
meehanisi,

® Methods to offset ine
flation i oanvesimoent allow-
raves without disevaninat-
oo arbatrarily hetween
compames  or  classes  of
assets.

© Ensuring that after
tax vields do not discours
age prodoctive  invest-
ment,  confiscate  savings

" or induce non-productive




TAXATION POLICY
Fiscal drag again

A

- - EM 2 k
has called on gl:vcuuua 't% ?a!{e

a downward correction in the scale of tax
rates on personal incomes. Action on the
personal tax front is urgently required, if
the impetus of the drive for tax reforn'; is
. 1ot to be lost. Tax adjustment js required to
« compensate for inflation and — at any rate
pgrtlally — for the impact of the taxation of
fringe benefits likely to be introduced next
year, c
~In

a resolutvio_n: passed at its ‘Durban con-

D

FISCAL DRAG AT WORIK

YEAR 1 2 3 COMMENTS
Tarable incoms R20 000 f23 000 P26 450 inflavon adpsted 15%
Tax rate taverngel 21,9 24, 7% 27.6Y% 1980 tav year
fiqures for marmed persons,
R4 380 R5 670 R7 310
Disposable Income: (D .} R15 620 R17 330 R19 140
i Inflation -— adjusted D.| R15 620 R15 070 R14 470
%% Drop in real terms -3 -4
! Tinflation ~ admsted tax paid R4 380  R4930  RG527
i % Increase in real terms +12,6% +12,1%
Souree: “Inyestigations into SA Tax Law' - Centre for Business Studies Witwatersrand Graduate School.

m
i

! ference, Assocom proposed an adjustment
of the progression of the basie marginal
! rates so that the maximum rate for married
persons would be reached only at R50 000.
The maximum marginal rate itself should
be reduced from the present 50%.

By reduring marginal tax rates, said As-
socom, “the economically creative seg-
ment's incentives to work, save and invest
will be restored.” And tax cuts could addi-

tionally help curb inflation by spurring .

gains in real output — Reagan’s “supply-
side econormies™ could also find application
in SA.

Assocom points to the alarming extent to
which fiseal drag is currently making in-
roads into after-tax, inflationadjusted per-
sonal income. (See table). As noted by the
FM (August 14). the superficially generous
appearance of the 1981/1982 Budget was
achieved only by sleight of hand. The 50%
increase in government's take from tax on
personal incomes — caused by fiscal drag —
made it quite unnecessary to impose even a
slight increase in the scale of rates
themselves.

The adjustments envisaged by Assocom
are also intended to take effect as a contra-
cyclical policy measure. By restoring the
purchasing power of personal incomes at a
time when the SA economy will be well into
a downswing. the tax cuts proposed would
operate as a short-term stabilisation factor.

In the FAT's opinion, however, there is a
real risk that Finance Minister Owen Hor-
wood will not, when the time comes, feel
free to act on these forward-looking propos-
als. The 1981/1982 Budget was broadly re-

cognised as a holding operation — in the !

hope that the gold price would be more
buoyant when the time came to formulate
fiscal policy for 1982/1983.

If gold price hopes arc realised, then Hor-
wood should have the freedom of action to
take the desirable corrective action on per-
sonal income tax rates, and, what is more,
he should have the firmness of purpose too.

But an honest sense of realism dictates
that SA must acknowledge that these are
hopes at present, rather than expectations.
If gold stays in the doldrums, there will be
an irnpact on the revenue side of next year’s
budget.

It is to be feared, in that “worst case,”
that even to hold personal tax rates at their
present nomirnal levels (which will imply

still more fiscal drag between this year and
next), additional revenue might have to he
found from other sources. Aiternatively,
government's local horrowing requirement
would have to increase.

The question of personal tax rates is
therefore bound up with a whole host of
political and economic issues which may
sway government awav from what should
be regarded as the most rational course.




GOVERNMENT REVENUE
Import surge(3%)

v

A zed i

The huge and growing incfeasé i SA’s im-

port trade is sharply reflected in the lalest.

state revenue account released by the De-
partment of Finance.

For the period April to August 1981 inclu-
sive, there was a 53% increase in customs
and excise duties on the same period last
year, earning a total of RA96,1m (N455.8m)

! g for the Treasury. Total governmeni revenue

at the end of August was R5,7 billion, 10%
higher than in August 1980.

Other government revenue {igures for the
same period show that, in general, the ac-
count has not altered significantly since the
first quarter of the fiscal year. A continuing
slowdown on the stockmarket is indicated
hy a 355% drop in revenue from tax on
marketable sccurities. which dropped to
R9,8m (R13,3m).

Income from non-resident shareholders’
tax, an indicator of the level of dividend
payouts, increased by 40% to R138m
(R98,7m).

General sales tax (gst) figures show that,
notwithstanding the downturn in the econo-
my, consumer spending is still en the in-
crease. Revenue from gst fetched R815m
(R640m), an increase of 27°- on the same
period last year.

Government expenditure for the period

g

¢ 17 The total net profit of the manufac-
" turing sector for the quarter ending June !
. 1981 was. according to the Depariment of
' Statistics, R16 hillion a 23.3% in-
. crease on the same period last year.:
Capita} expenditure on new  assets .
amounted to R668m for the same period,
an inerease of 407 on the previous year.
The greatest percentage increase in cap- -
. ital expenditure was for buildings. The
total capital employed was R30.8 billion *
. at the end of June 1981 - ar increase of 1
- R4 billion on the same period last year. |
[] During July 1981, 21m metric tons of |
:+ goods were {ransported 55m revenue ¢
earning kitometres on SA roads. A total -
of 59000 transport employeces earned
R20m during July ~ of this 6 000 white
- employees earped R5m. while 40 000
black employees earned R10m. |

April to September 1981 inclusive once |
again shows a large ipercase in the Defenee
department issue. This went up hy 25,377 on}
the same period fast vear to R1.4 billion '
(11,1 hillion). Issues to the departments ol|
Finance, Co-operation and l‘w\'olnpmen(i
and Mineral and Energy Affairs also went|

ee— At —Ssm——— i

up eonsiderahly.
Total government expenditure for the pe-
riod under review was 1R13.8 billion.




" YOLL ROADS

To be or not to bhe?

SA may see the introduction of its first
toll road in 1986 if government and the
National Transport Commission (NTC)
sanction the proposed R300m .Gold Reef
road linking Krugersdorp, Johannesburg
and Springs. The Transvaal Provincial
Council has already given the go-ahead.

The NTC, government representatives
and Transport Minister Herdrik Schoe-

man met this week to consider a report
" from consulting engineers Keeve Steyn
& Partners on the feasibility of introduc-
ing national toll roads. A report by
Bruinette Kruger Stoffberg on the feasi-
bility of introducing a Transvaal system
will also be available.

Both documents are said to contain
substantial evidence supporting the type
of systems used extensively in Europe,
the US and Japan. France has 3 700 km of
rural toll roads, all commencing within a
50 km radius of city centres.

"Toll systems abroad are used success-
fully to finance new road networks for

which alternative sources of finance’

were unavailable. Tolls are introduced
only on new roads which then generally
pay for themselves. In France, passenger

cars pay an average 3,4c/km; passenger '

cars with trailer, 51c/km; two-axle
truck or bus, 5,1c/km; heavy vehicle with
three axles or more, 6,8c-10c/km.

Revenues from the Gold Reef road
would probably top R30m in 1986, the
first year of operation. Toll stations
would cost R6m and annual oOperational
cost would be about R2m. Revenue, of
course, would increase with inflation.

Minister Schoeman gave an indication
in Parliament this year of what motor-
ists can expect to pay on toll roads. On
the proposed R120m Du Toit’s Kloof
tunnel, motorists will cough up R1. The
charge for car and trailer will be R1,50;
two-axle truck or bus, R5; and R10 for a
vehicle with three or more axles. Tunnel
users will score by cutting out 11 km of
winding road.

On the proposed 28 km tol! road link-

ing Plettenberg Bay and Humansdorp,
drivers will be able to cut the normal
distance by 15 km. Toll charges on this
stretch are expected to be R1,50/car;
R2,50/car and trailer; R7,50/two-axle ve-
hicle; R15 for heavier vehicles.

Some local authorities are not that

. enthusiastic about the toil system. One

engineer says the system is an inequita-
bl way of raising money. Motorists, he
believes, already subsidise services like
housing, health and education by having
an ever-increasing percentage of their
annual R640m petrol taxes siphoned off
for these purposes.

“If a reasonable percentage of this was
kept for road projects, there would be no
need for toll systems. Why should users
of toll roads be the only ones responsible
for generating funds for new projects?”

Another engineer says inevitably traf-

Highway traffic
roads

revenue for

e GId LECHTUT Eeic

‘ TRCLET

fic build-ups at toll stations would result
in slow-moving traffic in the vicinity of
the stations and congestion at peak
times,

Objections raised by Raymond Hose,
AA road traffic affairs executive, sum-
marise the views of dissidents. Hose
questions whether the “user pays”™ con-
cept of loan-finance is the best course to
follow to achieve “maximum benefit niot
only for the road-user but for the entire
community.” .

He says that “once a toll system is
introduced, it becomes extremely diffi-
cult to discontinue it or to change to a
different system.”

The price of setting up the collection
facilities and the cost of operating them
also has to be considered.

To avoid congestion and delay on toll
roads, “a two or three-lane carriageway
must sometimes be expanded up to 30
lanes in a direction.” Hose believes, “the
additional land space required, plus the

collection points and the overall infra-

structure, can add millions to the cost of
a new road.”

One engineer estimates that introduc-
ing a toll system when constructing a
new road adds at least 5% to overall cost.
And each station requires a labour com-
plement of at least 30 people a day. This
could aggravate the skills shortage.
Where toll roads are used overseas, al-
ternative routes to allow motorists an
option if they don’t wish to pay have to be
maintained.

And the upkeep of two road systems is
costly.

In several countries abroad, building
and operation of toll roads is put out to

-tender. The successful candidate oper-

ates the contract for 20-30 years.

In so far as toll roads represent selec-
tive taxation, the FM opposes them. But
if government is determined, building
operation and maintenance should be put
out to tender — and profits ploughed
back into roads alone.
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GST rise

By GERALD RENLY
NEXT March’s Budget may
make tough new demands on
taxpayers, including ‘a hike in
general sales tax and a new Joan
levy, experts claim.

However, economists, includ-
ing Barclays Bank'’s chief econo-
mist Dr Johan Cloete, yesterday
warned it would be inwise to
raise direct or indirect taxation,
because this which would almost
certainly speed up recessionary
trends in the economy.

Yesterday, in a special report
on prospects for 1983, the Bureau
for Economics Research at the
University of Stellenbosch foré-
cast GST would be raised by 1c
to 5¢ in the rand, and that a new
loarlevy-would be imposed.

Aggravate

Dr Cloete said if the Govern-
mént's total expenditure next
yebt'was increased substantiaily
betause of higher defence spend-
ing-and other commitments, it
wotild be wiser to borrow on lo-
cal“and overseas capital mar-
kets'rather than push up tax!

Siphoning buying power ont of
thé+etonomy woull aggravate
the downward growth trend.

The general secretary of the

€ Council, Mr Arthur

Grg‘l‘)belaar, said only a few

]

‘months ago the Minister of Fi-
nance had assured Tucsa GST
would be kept as low as possible,
for as long as possible.

“But if it is to be raised Tue-
5a's demand that the tax be re.
moved from basic foods would
have an even stronger
justification.”

Mr Grobbelaar said GST was
basically a tax levied on those
earning no money — “and there
are hundreds of thousands of
them in this country now”,

Regional development would
be another big drain on Govern.
ment funds,

“So the grim prospect is that
in some way the Government is
going to squeeze more from the
taxpayer.”

But, he stressed, it must not he
done at the expense of the grow-
ing number of workiess.

f
|
|




for Economic Research.

In its anmual Prospécts for
1982, the BER expects that the
Budget deficit before borrowing
and debt redemption will rise
sharply to about 6% of gross do-
mestic product compared with
49 for 1981 and 0,5% for 1980. It
is to finance this large deficit
that the new imposts are
expected.

onetary policy is expected to
remain fairly restrictive.

With monetary expansion still
high most South African interest
rates are not yet positive'in real
terms and only recently have
they been more in harmony with
| interest rates abroad. ’

“Ag-the growth of the mone-
| tary Yemand is expected to sub-
] side markedly during the second
half of 1982, some softer mone-
tary policy approach can be ex-
pected towards the end of that
year.

“However no relaxation of re-
serve requirements or a lower-
ing of the bank rate js assumed
for the forecast period.”

The outlook for inflation -is
pessimistic. An average inflation
rate as measured by the consum-
er price index of 15% is expected
for 1981 as a whole, The expected
average increase in the rate of
inflation in 1982 is more than

%o, - .

Although increased competi-
tion and better control of the
money supply are the main
forces that could assist in a de-
celeration in the rate of inflation,
there are other factors which

Higher GST, an
a loan lev%/@;’l
\forecast by BE

AN increase ‘in general sales tax from 4% to 5%,
reintroduction of a 10% loan levy on companies and
individuals, sharply reduced rates of increases in subsi-
dies, but no changes in direct tax rates are forecast for
next year’s Budget by Stellenbosh University’s Bureau

a

could havé an aggravtin,
influence; ‘

@ A further weakening in the
value of the rand which will af-
fect prices and costs, B

@ The expected increase in
GST will affect final prices.

® Slower growth in
productivity. )

@ The expected abolition
reduction in subsidies. ¢ |
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‘CERTAIN far reaching
amendments were made to
the Income Tax Act last

month.
When the seller of
shares in a  private

company is an individual
(as opposed to a company)
a vportion of the sale
proceeds are deemed to be
a dividend in his hands if
it appears that the sale or
one of the principal
purposes of sale was to
derive an amount or
benefit similar to the
accrual of a dividend.

The section only applies

when: the company is
dormant; has agreed to
dispose of its business
assets; or has non business
assets in exeess of its
obligations.

The section does not
apply when:

. B e

'Far reaching Tax Act amendments

@ The entire assets of
the company are employed
in a business or in long
term investments.

© Where the company’s
assets are illiquid in the
sense that they may not be
sold by the company. For
example where they are
mortgaged as collateral
security for a debt owed
Dby another.

® The Commissioner
for Inland Revenue is
satisfied that the sole

purpose or one of the
principal purposes of the
seller was not to derive an
amount or benefit
substantially similar to a
dividend.

® The sale fook plact
before October 2 1981,
Relief may be granted if
the reserves are
represented by a loan

which has already been
taxed as a dividend in
terms of Section 8B.

The amount that is to be
taxed as a dividend will be
calculated by deducting
the original purchase price
of the shares from the sale
proceeds. {Should the
shares have been acquired
for no consideration the
market value thereof at
the time of acquisition).
The produet of this

caleulation is then limited

to an amount equal to so
much of the company’s
reserves, including both
revente and capital
reserves, as the
Commissioner is satisfied
could have been
distributed by way of
dividend, immediately
prior to the sale.

The new amendment,
read together with the

provisions of Section 8B,

effectively prevents a
shareholder from
borrowing all the profits
from a company and then
selling his shares to a
dividend stripper thereby
avoiding tax. .

Where a sharedealer has
received a dividend from a
private company and then
disposes of the shares or
liquidates, deregisters or
otherwise disposes of that
company, any exempt
dividends .previously
received by him will be
treated as ordinary taxable
income.

This does not apply to
dividends out of current
or immediately prior year
profits or dividends
distributed more than four
years prior to the current-
year.

-less the

“TRIBUME Finance

this week iniro-
duces a monthly
column on tax mat-
ters writien by
Charles MacKen-
zie, a well-known
tax consultant with
an international
firm of chartered
accountanis.

The provision applies tv
companies and individuals
alike and comes into force
on or after October 2.

Prior to August 24 this
year manufacturers,
hoteliers and co-operatives

claimed the invesiment
and initial allowances on
the total amount paid to
the seller in terms of a
hire-purchase agreement ie
the cash price and finance
charges.

The allowances must be
based on a “deemed cost”
which would have been
incurred if the asset was
acquired under an arm’s
length cash transaction
This cost includes direct

installation and erection
costs. This is the case
whether the taxpayer

claiming the allowances is
the user of the asset or
the lessor thereof.

The wear and tear
allowances will continue to
be available on the full
hirepurchase cost,
including finance charges
initial allowance
as determined above.

This amendment appiies
to assets brought into use
on or after August 24 this
year with one exception,
namely. where tht
acquisition contract was
concluded on or before
this date, and the purchase

and investment allowance
granted to him in respec
of the leased assets will b
included in his income i
the year of such disposal.

The Commissioner ha
the power to reduce thi

inclusion to take int
account the txpired pol
tion of the lease.

The taxpayer has n¢
previously been allowed t
deduct the costs ¢
financing the acquisitior
installation, erection o©
construction of an
machinery, plant ¢
building or improvemen!
to a building if suc
expenditure was incurre
before the asset we
brought into use for th
purposes of trade.

This restriction has no'
heen removed by th
introduction of a ne
section which authorise

the deduction of bot
inttrest and  “related
finance charges in t

year in which the asset
are brought into use an
applies to the years ¢
assessment ending on ¢
mmmw um::»@ 11982.
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. .E.m Sw:&na":e:_m and

j.0tel initial.
investment allowances. may
‘be claimed only on,  the

-} -deemed cash cost of assets
“acquired after August 24 -

:f for  the.. ..pufposes of
i .?ﬁmn&mi and
initial \allowances will not
.be grinted -n respect of

in terms. 6f "an agreement
concluded: .on . -or ; after
1 . if _the . lease
d" is_less. than five

i o 1t

ot

n-‘a- shorter lease if the

wvvnoﬁm

-~ Should™ the . Hm.mman
.dispose of his ‘interest in
“the lease, or his right to
-receive lease rentals, in
the first five years of any
lease

: ,mm..m.w_p,a,;..&.,_,ﬁ,,!

pertod as the
Commissioner has
approved above) an

raxdmount equal to the initial

and-

any asset 8&8& is _mmmmn.

b

OcS_.Emmuo:mH gives his-

“€or such shorter.:

pa N T ;‘OLQ\ A@’)ﬂ’«"
Ay o U

(S »wi]

faréam'g

o

Lt e m

A ISP DD Of Spoog [ Sgla¥

wiru Ntz

st SYL T ceuonae

UJ’B}%R% 2U0

QQG}@U‘O?A VRGN ) serve AU Soop




most widely-mooted suggestions are an in-
crease in the GST rate to 5% from its pre-
sent level of 4%, or the reimposition of a
loan levy (probably 10%) on companies and
individuals. Each of these measures would
bring about R600m into the Treasury, and
reduce its private sector capital market
requirement to about R1,5 billion (see table).
It is most unlikely that both would be
invoked. ’

Treasury Secretary Joep de Loor makes
the point that the compilation of the
1982/1983 budget is at an early stage, and no
decisions can be made until final depart-
mental schedules are submitted early next
year. But both suggested measures, he adds,
have disadvantages. An increase in the tax
on retail sales, though “relatively painless”,
is regressive. Its concentration on consumer
goods means that it affects most severe-
ly those least able.to afford it. In SA, for
instance, it is a factor in 60% of black
expenditure, as opposed to 40% of white
expenditure.

The forced lending implied by a loan levy,
on the other hand, has an impact on personal
disposable income, and a negative effect on
the corporate will to invest. But the recent
sharp rise in the extension of private sector
productive capacity, and a consumer-led
boom — the force of which has not yet fully
diminished — blunt the edge of these
considerations.

Most budget analysts agree that one or
other of these measures will be introduced.
According to one economist, “Pretoria is
now talking openly about a rise in gst.” But
the loan levy option is generally regarded as
the more likely one. “It is far more flexible,”
says an institutional investor, “and can be
repaid at any stage.” A change in gst would
be politically unpopular, and would be re-
flected in the consumer price index for 12
months.

However, at least one economist believes
that government will not resort to either
measure, “Loan levies,” he claims, “are a
form of forced saving at unrealistic rates.
Pretoria’s stated interest rate policy will
not allow it to employ something so out of
line with modern thinking on deficit financ-
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NEW PENSIONS CHIEF

The appointment of Mike Levett, MD of
Mutual and Federal, to succeed Marius
van den Heever as the Old Mutual's pen-
sion chief has come as a surprise to
many. But it need not have done so.

Although he has been with short-term
insurer M & F since 1972 — and been MD
since about 1979 — Levett is in fact an
actuary who qualified in 1964 after hav-
ing joined the Old Mutual in 1959.

He is very highly regarded within the
Old Lady of Mutual Park, having at one
time been personal assistant to its chair-
man, Jan van der Horst.

In fact, Levett follows in the footsteps
of his predecessor, Tony van Ryneveld
(now with the SA Foundation).

Pretoria has to finance as well a substantial
BoP current account deficit. On top of that,
the country has an outstanding debt in trade
credit alone of R2 billion.

ing” It will go to the capital market, he
adds, which is large enough to accommo-
date it without crowding out other borrow-
ers, especially if other pupblic sector bor-
rowers resort to foreign capital. But it will
underpin a high interest structure for some
time to come.

The 1982/1983 expenditure assumptions
(18% nominal growth) incorporated in the
table take account of a basic increase in line
with the growth of the economy, but exacer-
bated by public sector wage and salary
pressures, and the costs of long-term devel-
opment and economic decentralisation. The
revenue assumptions (9% nominal growth)
include: a 20% drop in receipts from gold
mining taxes; lower customs and excise rev-
enue as the current import boom loses mo-
mentum; a nominal 25% rise in personal tax
revenues from fiscal drag alone; a signifi-
cant decline in corporate revenue along
with a similar decline in profits and a sub-
stantial utilisation of investment
allowances;, and lower gst proceeds.

A deficit before borrowing of almost R4,4
billion represents 6,6% of the estimated 1982
gdp, close to the 7% regarded by deficit
financing theorists as the maximum accept-
able level. It must be borne in mind that

BALANCE
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Net domestic capital market requirement
V
* Estimated.

1981/82 Change® 1982/83¢
Rm % Rm

15871 18 18728

13 164 9 14 349
2707 62 4379

4,1 6,6

2064 614

778 750

2842  -108 1364

5 649 35 5743
1850 1850

550 700

350 500

85 =,

2714 2693

. 5549 5743
650 220 2079
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Government’s net demands on the'local cap-
ital market in the 1982/1983 fiscal year
could soar to over R2 billion, triple the net
R650m budgeted for this year.

This assumes no changes in tax rates,
direct or indirect, and the introduction of no
alternative sources of revenue. There is,
however, some consensus among budget an-
alysts that Finance Minister Owen Horwood
will lessen government’s dependence on the
country’s supply of investible funds. The



INCOME TAX.

New deal for SWA

An Income Tax Bill has been introduced
into the South West African National As-
sembly which, according to Dirk Mudge
(Chairman of the Minister's Council) will
provide attractive incentives for foreign
investors.

The main implications of the new legisla-
tion are tax rates for individuals about 25%
lower across the board than for their SA
counterparts, separate tax for married
Wwomen and a most generous system of writ-
ing off the cost of assets purchased for
business purposes.

At arecent interview, given in Windhoek,
Leon Lombard and Larry Kritzinger, mem-
bers of the Standing Committee for Tax-
ation Policy, explained the most important
features of the new tax system. They cited
Mudge as saying, in the course of his Budget
speech (in June 1981), that his government
“has committed itself to a system of free
enterprise, private ownership, a free choice
of careers and remuneration according to
merit.”

The SWA government “will not be in-
duced by temporary problems into taking
measures of a socialistic nature,” although
it will, as far as possible, give assistance
wherever people are in need as a result of
circumstances beyond their control. The
government sees as its main function “the
creation of the right climate in which a free
economic system can thrive, instead of ac-
cepting direct responsibility for the cre-
ation of employment opportunities and
growth.

The objectives to be achieved by a sound
fiscal policy are the following;

O The stimulation of economic growth;

O The establishment of new undertakings;
O The creation of employment
opportunities;

O The encouragement of private home
ownership;

O The promotion of education and training;
and

O Attracting additional skilled manpower
to SWA, as well as retaining the existing
pool.

A maximum marginal rate of tax of 39%
will apply to individuals, compared with the
50% previously in force. The effect of the
change in the progressive income tax scale
is that taxpayers will pay around 25% less
tax than their SA counterparts at most in-
come levels. At some income levels, though,
the tax reduction will be a littie higher.

Combined return

And married women'’s income (provided
it is independently derived and not obtained
through their husbands) will be taxed sepa-
rately. But married couples will still have to
submit a combined return and receive one
assessment.

There will be an abatement (in addition to

those already in force) of R1 000/year in
respect of housing. It will be available to
any taxpayer who, during the year of assess-
ment, was the owner-occupier of a residen-
tial apartment (under the Sectional Titles
Act, 1971) or of a house within the area of
control of a local authority. The concession
does not apply to persons occupying com-
pany-owned houses or flats.

A married couple with children in a posi-
tion to benefit from the concession will only
pay tax if their combined taxable income
exceeds R7600. .

There has also been a radical concession
for business assets. Expenditure incurred
during the year of assessment in respect of
“machinery, implements, utensils and arti-

SWA’s Mudge ...

committted
to free enterprise

cles used by the taxpayer for the purposes of
his trade” will be allowed in full as a deduc-
tion from gross income.

Ships, aircraft, trucks, taxis and cars used
in the hire business are included. But cars
not used primarily as taxis or for hire are
excluded, although the previous depreci-
ation provisions will remain in force.

And the income tax value of any of these
classes of assets already on the books of a
taxpayer will also be allowed as a deduction
as though incurred in the current year of
assessment.

The new system of writing off business
assets in the year of purchase will replace
the existing system of initial, investment
and other allowances, including those appli-
cable to geographic areas, types of business
activity and training expenditures.

[EDRTNEY

“In future the free enterprise system will
determine without tax preference which *
areas of business are the most beneficial.”

There will be a new system of depreciat-
ing buildings used by the taxpayer for the
purposes of his trade — 20% of the cost of
erection in the year in which they are
brought into use and 4% a year thereafter,

Buildings already in existence at the date
of coming into force of this provision will
qualify for a 4% annual allowance until they
are 20 years old. So there will be a graduat-
ed scale of depreciation allowance for exist-
ing buildings, extinguishing entirely for
those 20 years old or more.

Previously only hotels and buildings used
for purposes of manufacture qualified for
any allowances. Under the new system, fac-
tory buildings, office buildings and residen-
tial buildings will all qualify provided they
are used for purposes of trade. So the con-
cession should assist the builder of flats for
rental and thereby help to alleviate the
“acute housing shortage” in the territory.

Assessment years

The concessions to individuals will be
applicable for the year of assessment end-
ing February 28 1982. In the case of compan-
ies, the provisions will take effect for any
year of assessment ending after February
28 1982. )

There is also a concession affecting as-
sessment procedures. A return will no long-
er be required from persons who do not earn
more than R200/year from dividends and
interest and whose aggregate income (in-
cluding dividends and interest) does not ex-
ceed R8 000/year.

The deduction in respect of dividends has
been fixed at 33,3% for all amounts and the
sliding scale has been abolished. Although
this simplification could mean that individ-
uals of modest means living on dividends
might pay more tax than previously, the
effect will be very small.

In the FM’s opinion, these are highly
commendable changes. If a tax system
alone could entice investment to the terri-

. tory, then future economic trends should be

very favourably influenced. There are the
examples of major tax concessions in coun-
tries like the Republic of Ireland to go by.
But the success of the Irelands of this
world in attracting foreign investment was
not based only on a favourable tax regime.
There were also factors like political stabil-
ity and the availability of a large pool of
technically skilled labour to consider.
Common sense dictates to all prospective
investors in SWA/Namibia a prudent policy
of awaiting a securely-based political fu-
ture. In hoping for such a resolution of the
present deadlock they are, after all, only
joining a large group of parties around the
world already impatient for a settlement.




BY the introduction last year of
provisions in the income tax law
deeming loans to shareholders of
private companies to be taxable
dividends, and with this year's
new dividend stripping provi-
sions, the Minister of Finance has
imposed a distinet penalty on tax-
Pbayers carrying on an enterprise
through a private company.

This eriticism of the present
system of taxation, as it applies to
private companies and their
shareholders, was conveyed by
Professor Aubrey Silke to some
1500 delegates attending recent
seminars on current develop-
ments in income tax presented by
Business Seminars Promotions at
different venues throughout the
country.

Penal provisions

Professor Silke said that it may
be justifiably asked why in view
of the new dividend-stripping leg-
islation, a penal provision such as
section 8B, that taxes loans to
shareholders are dividends, re-
mains in the law, bearing in mind
that there is an undistributed
profits tax in respect of dividend
income accruing to a private com-
pany and that there is only a dif-
ference of eight percent in the
flat rate tax of 42 percent payable
by a company on taxable income
and the maximum individual tax
rate of 50 percent.

A married individual who

——

New measures to tax

trades in his own name is not lia-
ble to pay a rate of tax in excess of
50 percent, and this maximum tax
rate occurs only when his taxable
income exceeds R40 000.

On tlie first R40 000, the average
rate is 30 percent. The individual
who trades through a company,
and who is already paying the
maximum tax rate, i.e. 50 percent
on his other taxable income, nor-
mally pays through the company
42 percent on the whole of its in-
come, and should he wish to ob-
tain possession of the company’s
aftertax profits, i.e. the 58 per-
cent, by way of dividend or loan,
he could be paying as much as
33% percent tax thereon i.. an-
other 19's percent, making an ef-
fective aggregate rate of 16%, as
compared with the maximum ate
of 50 percent payable by the indi-
vidual.

Incentive allowances

On the other hand, said Profes-
sor Silke, there are companies
whose effective tax rate on profits
is substantiably below the 42 per-
cent rate because of the various
incentive allowances in the In-
come Tax Att, e.g. capital, export-
er's and training allowances, or
because of non Republic income
or capital profits, and to permit
their shareholders to borrow tax-
free, could confer a meaningful
tax advantage.

Certain private companies are
also accumulating dividend in-
come, tax-free, under one or
other of the UPT (undistributed
profits tax) exemption provi-
sions. § 8B is, therefore, a bar to
shareholders of these companies
borrowing such dividend income
on a fax-free basis.

Need for rieutrality

Professor Silke reminded his
audiences that in the course of a
lecture given towards the end of
last year on the futuré of tax law
in South Africa, the Minister of
Finance remarked that the as-
pect of taxation that he consid-
ered should receive special

consideration in the future, was .

the use of the private company as

| a vehicle for the avoidance of tax,

and the need for neutrality in the
treatment of tax purpdses of dif-
ferent undertakings such as com-
panies, partnerships and sole
proprietors, ‘

In questioning the need for the
establishinent of private compan-
ies, Mr Horwood posed the ques-
tion whether it was equitable
that, by the creation of a legal en-
tity such as 3 company to carry on
an enterprise, a taxpayer could
minimize his tax, while cther eco-
nomic activities such as profes-
stonal personal services, were in-
capable of;enquing an’ equal

| advantage.

Professor Silke said that by the
introduction of provisions such
as 8 8B and § 8C, the minister has

now ‘gone to the other extreme, '
and in many cases has imposed a .
| distinet penalty on tax-payers

carrying on an ' enterprise
through a private'company, and
who need or'wish to obtain sur-
plus funds in the company for or-
dinary living purposes or for the
purpose of acquiring, for exam-
ple, tax-free investments, that
can be applied for only by natural
persons.

Whether they obtain these
funds by way of remuneration,
dividend or loan, the total tax
payable by the company and the
shareholder may in many cases
now exceed the tax payable by
the professional man or sole pro-
prietor on a like amount of in-
come.

“And it may give a shareholder
no consolation to know that he
could cease to operate through a
private company and rather de-
rive the income as an individual,
because, if the company has dis-

pri
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SOUTH AFRICA’s leading *
prey'silkg, examined the i

tributable profits and reserves,
the shareholder, unless he has
the cash to pay for the asset, can
only transfer the company’s as-
sets to him at the expense of pay-
ing tax, either under S 8B on the
deemed dividend resulting from
the credit created under the
transaction, or under the defini-
tion of dividend, in the event of a
liquidation of the company.

Even if S 8B is not applicable,
or the company is not liquidated,
there is still the threat of § 103,
the antitax avoidance section,
which, if applied, could cause the
income accruing to the share-
holder of the company’s erst-
while assets to be deemed to be
such company’s income.

High premium

According to Professor Silke,
Jthe present level of taxatipn of
private companies as compared
with the level of individuals, was
raised during the recent parlia--
mentary debate. on the Income
Tax Bill.

1t was pointed out that private
companies and their sharehold-
ers are today paying a high premi-
um for the' benefit of limited
liability.

ne from Verdi: “La Forza del [

bility of

- It was interesting to.hear Mr
Horwood tell parliament, that the
question of whether sharehold-
ers of private company are worse
off than individuals, is a matter
that was receiving the attention
of the standing commission on tax
policy. o -
‘The minister has already ex--
pressed the view that the ideal so-
lution to the problems created by
the use of private companies was
the old apportionment system of
taxation, that was in vogue in
South Afriea from 1941 to 1951.
The taxable income of a private
company was apportioned among
its shareholders and taxed in
their hands at the rates of tax ap-
plicable to the individual share-
holder on his total taxable
income, including the appor-
‘tioned amount. .
Dividends are tax-free in this
system and the private company
itself normally paid no tax. Mr
Horwood said that this approach
to the taxing of private companies
merited closer serutiny for future
years.....-

TN e

Estates and heir:

Professor Silke said that one
ameliorating ‘effect of the new
dividend-stripping - legislation
was that heirs or beneficiaries in-
heriting shares in dormant pri-
vate companies with large undis-
iributed profits, might follow the
route upheld by the Appellate.
Division in Hicklin v. S.IR., and‘
dispose of these shares to a finan-*
cial institution without normally
incurring tax liability, since they
are allowed to deduct from the
consideration received for the
sale of the shares, the market val-
ue of the shares at the time of
death.

This is indeed welcome be-
cause it is iniquitous to burden
innocent heirs with the sins of de-
ceased perpetrators of tax avoid-
ance schemes.

This matter was also given an
airing in the recent debate in par-

have become more profes-
sional. Sometimes script-
wise one could almost




on fringe
benefits soon

Own Correspondent
PRETORIA:. — Details of the
“watered down” tax on fringe
benefits will be spelled out
by the Minister of Finance,
Mr- Owen Horwood, next
week, it was learnt here yes-
terday

The- minister is commltted
to introducing the tax at the
start of the new financial
year in March, .

.The original inténtion, ac-
cording to the office of the
Commissioner for Inland .
Revenue, was to impose the
tax witout discrimination in
the public as well as'the pn-
vate sector.

_Targets

The major targets were to
be company cars, subsidized
company loans, subsidized

housing loans and lavish |

entertainment allowances.
From. the:start, the pro-

posed -tax: generated wide-"

spread-opposition. The perks,

system, it was stressed, mush- ;
_roomed “under- a tax: system
‘| which:imposed a high rate: of |
tax at too low an mcome lev-

.give senior-staff tax- evad-v
; mg material.-benefits -which',

raised their real incomes,

/iThe .private:,sector: has

pgmted out- to. the minister :
that the 1mposmon of the tax |

would mean a. major restruc--

turing of salary packages: and
would be: mflatlonary
“‘Powerful’ opposmon to the’

| tax-came- from public sector

4

, cwe'fmef:

© workers who claimed subis-

dized housing loans were the
only fringe benefit available
to-them.

The government was also”

warned by the Public Sér-
vants’ Association that to de-
prive government workers of
their housing loans would ac-
celerate the resignation rate
and make recruitment even
more difficult.

This is orié reason why the
tax is:being watered down
and why' it is likely to be
phased in’over a number of
years, §

Another is that the govern-

ment darenot be seen to tol-1].
erate. the ‘lavish -perks’

enjoyed by the Prime Minis-
ter and his Cabinet while tak-
ing a full pound of flesh from
the pnvate sector

"7/2/8/ |
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"Unionists say executive(20
class should pay its way 3

Chief Reporter

. It's about time South

Africa’s executive class
started paying their way,
trade unionists say follow-
ing the announcement of

‘But fthe execifives
themselves as represented

:'by Assocom, are less sure

about the merits of taxing
perks.

. They were reaotmg to
thxs week’s aninouncement

by the Minister of FI-

_vignee, Mr Qwen Horwood,
of a parliamentary com-
mission of Inquiry into
the introduction of fringe
benefit tax.

Dr Colin Cameron, pre-
sident of the Public Ser-
vants' Association, said he
had no objection in prin-
ciple to the tax.

But he said that such a
tax should not reduce the
total pay paoket of pub]lc

servants who had already
fallen far behind the pri-
vate sector.

He said a sound propo-
sal would be to exempt
part of the subsidy on
housing loans from ' taxa-

-.tion as.: housingysubsidies

were the.dnly perk
received by public ser-
vants.

Mr Jimmy Zurich, chair-
man of the Artisan Staff
Association, said: “It is
about time young execu-
tlves began to pay their
way.”

He said some members
of the executive class
were ‘“getting away with
murder,”

Mr Zurich said perks
such as luxury cars,
expense-account  entental-
ning and company houses
should be taxed.

But he said the small
man who had a subsidised
housing loan should not
be hit as he would be

unable to come out on hl§
salary,

Mr G Stuart-Reckling,
president of Assocom, said
his association believed
the matter should not be
dealt with too hastily.

“The taxation of fringe
benefits — while acknow-
ledged in principle — has
far-reaching consequences
for the economy as a
whole,” he said.

It could have an impact
on the skilled manpower
shortage, he added.

He said that although
the matter had been un-
der consideration for two
years, the private sector
had apparently been given
only two weeks to submit’
its views after the propo-
sals were published early
in the New Year.

He called for an exten-
sion of time as most Asso-
com experts would be
away over this period.
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KING WILLIAM'S TOWN
— The South African gov-
ernment's Department of
Foreign Affairs has
assured the East London
Chamber of Commerce
that general sales tax will
not be abolished in Ciskei.
The assurance was con-
tained in a telex message
which also stated that
South African retailers
would not be blocked from
repossessing goods in Cis-
kei if hire purchase instal-
ments were not met.

The telex comes in the
walke of considerable un-
certainty aroused in Octo-
ber when Ciskei’s Vice-
President, the Rev W. M.
Xaba, threalened to drop
sales tax and bar reposses-
sions.

The move was seen as a
retaliatory measure
against King Wwilliam's
Town for its decision not
be be incorporated in
Ciskel.

The secretary of the East
London Chamber of Com- |
merce, Mr Jock Allison, ,
said his chamber had
approached the South
African Department of
Foreign Affairs for clarity
on Mr Xaba’s threats "be-
cause we were concerned
about their possible
effecls on trade.”

When Mr Xaba was
asked yesterday whether
Ciskei still intended drop-
ping sales tax, he said the
Ciskeian Executive Coun-
¢il had not discussed this
yet.

Asked whether the
Souih African Foreign
‘Affairs Department had
not flouted Ciskeian inde-
pendence by issuing an
assurance contrary to his
original suggestion, Mr
Xaba declined to com-
ment.

He did not know
whether the issue was due
for discussion by the Cis-
keian Executive Council.

Mr Allison said Mr
Xaba's threats had created
considerable confusion.

“1f sales tax was drop-
ped, people would dash to
Ciskei to buy goods there
without considering cus-
toms and import, duties.
Besides, Ciskei ngeds the
revenue generated by
GST.

1t is not clear whether
the suggestion to drop
sales tax was Ciskelan gov-
ernment opinion or Mr
Xaba's personal opinion.”

Mr Xaba said in October
that sales tax would have
{o be dropped to encour-
age consumers to support
Bisho businesses.

ile said the Ciskeian

government jntended
building Bisho into a
prosperous capital where
large businesses would en-
hance economic
prosperity.

At the same time he said
he could not visualise
South African retailers en-
tering Ciskei to repossess
goads, “because the Ciskei
state will not allow such
transgressions.”

Mr Allison said this
week that economic co-
operation between Ciskei
and the Border area was
imperative.

“We must work together
to provide job opportuni-
ties o alleviate unemploy-
ment. which is reaching
calamitous proportions in
Ciskel,” he said. — DDR.
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