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1. Introduction 

The Catholic Parliamentary Liaison Office (CPLO) is an office of the Southern African Catholic 

Bishops’ Conference, tasked with liaising between the Church and Parliament/Government, commenting 

on issues of public policy, and making submissions on legislation. The CPLO welcomes the opportunity 

to comment on the Budget. 

Given the extremely short time period allowed for these comments, it is only possible to provide broad 

responses to some of the main points raised in and by the budget speech. While we recognise that 

Parliament has to act swiftly to process the budget as a whole, and its underlying appropriations 

legislation, the timeframes should not be such that they deprive civil society organisations, and the public 

at large, of the opportunity to comment thoroughly once they have studied the proposals and, where 

necessary, consulted with their members. 

Our first submission, therefore, is that the Standing and Select Committees should engage with the 

Ministry of Finance/Treasury and with the relevant parliamentary authorities in order to ensure 

that adequate time is given in future for comments on the Budget.  

 

2. Revenue 

 

2.1. The increase in VAT 

We understand the reasons behind the increase in VAT. The gross mismanagement of the economy over 

the last number of years, along with the looting of state resources that occurred under the Zuma 

administration, have exacerbated the structural weaknesses in our economy. These factors, together with 

global factors beyond our control, have resulted in our country slipping ever deeper into debt. Further 

borrowing would have been irresponsible, and it was thus necessary to raise revenue by increasing the 

tax burden. 

However, it is deeply regrettable that it was decided to opt for a regressive tax that will have its most 

burdensome effects on poor and struggling families. It is unlikely that middle-class and wealthy South 

Africans will notice the effects of the one percentage point increase, but for those already living in or 

near poverty it could mean the difference between putting food on the table or buying medicine, or 

school shoes, or having taxi-fare to look for employment.  

We also note that the increase is being referred to as a “one per cent increase”. It is in fact an increase of 

7.14%. This is well above the inflation rate, and will itself become a driver of inflation. 

It needs to be pointed out that the sum that will be raised from this increase (approximately R22 billion) 

is considerably less that the amount that is lost to the fiscus every year due to corruption in government 

procurement. In 2011, the then head of the Asset Forfeiture Unit, Adv Willie Hofmeyer, estimated that 

R30 billion was being lost annually to procurement fraud. There is little reason to assume that this figure 

has reduced since then.  

Simply put, if government would get its house in order and eliminate procurement fraud, poor 

people would not be having to foot the bill. 
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2.2. Exemptions from VAT 

We sincerely urge the Standing and Select Committees to insist on a widening of the list of VAT exempt 

items. Short of reversing the increase, this is the only viable way of reducing the burden on the poor. 

It is sometimes argued that exemptions help the rich as much as the poor, since rich people buy many of 

the same things that poor people do. This is a fallacious argument. It is perfectly possible to target goods 

that are predominantly bought by people at the lower end of the income spectrum: basic school uniform 

and children’s clothing items; basic school stationery; basic toiletries and sanitary items.  

When VAT was first introduced various basic food items were exempted and they remain so. If it is 

possible to exempt canned pilchards (but not salmon) and brown bread (but not white) then it is possible 

to exempt some soaps and sanitary towels, but not others. Research by PACSA shows which basic food 

items low-income families would choose to buy if they had the money to do so; this would be a good 

place to start in widening the number of exemptions. 

As things stand, expensive fruit and vegetable items such as avocado pears, kiwi fruit, asparagus, etc., 

generally bought by affluent people, are zero-rated, whereas children’s medicines are not. A more 

intelligent and poor-friendly approach to VAT is urgently needed. 

 

2.3. Future VAT Increases 

Now that Treasury has grasped the nettle and raised VAT despite its obvious unpopularity, there will be 

a temptation to do so again. This may not occur in the 2019 Budget, given that it will be an election year, 

but may well occur in 2020. We urge the Committee, therefore, to make it clear that they regard this 

increase as a ‘once off’ and that Parliament will not approve further increases in the foreseeable 

future.  

 

2.4. Other Tax Options 

The Catholic Church cannot pretend to be competent in the theoretical side of tax matters; our primary 

concern is with the obviously negative consequences of some taxes – such as VAT – for poor people and 

struggling families. However, it is not necessary to be a tax expert to realize that there is an obvious 

source of revenue that is presently untapped – the growth in land values. Any increase in the value of a 

piece of land accrues to the owner, and is unearned by him or her. That is, nothing that he or she does 

can increase the value of the land (we are not referring to buildings, earthworks, etc.)  

Land values rise because of the location of the land, and because of public inputs such as the building of 

roads, railways, etc. Land values near the Gautrain stations, for example, rose considerably because of 

the envisaged economic benefits, and these values ended up not in the public purse (which paid for the 

Gautrain) but in the pockets of the lucky landowners.  

A land value tax would also be highly redistributive (progressive) as it would tend to impact most on the 

richest people and corporations, who own the most land and the most valuable land, and least on the 
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poorest people, who own the least land. It would thus be the opposite of the anti-poor VAT upon which 

Treasury now relies.    

 

3. Expenditure 

3.1. Nuclear Power 

We welcome the fact that there is no allocation in the Budget for new nuclear power. It is both 

unaffordable and unnecessary at the moment and for the foreseeable future, and the potential for 

corruption in the mooted deal with the Russian government was immense. 

 

3.2. Reductions in State Expenditure 

The Minister announced cuts in government expenditure amounting R85billion over three years. We 

understand that a good deal of this will flow from decreased allocations to provinces and municipalities 

for infrastructure projects. Which projects exactly will suffer we do not know, but clearly there will be 

negative knock-on effects for employment in industries like construction and transport, where many 

lower-earning workers are employed. And no doubt some projects aimed at improving living conditions, 

public transport links, electrification of informal settlements, and so on, will be shelved or postponed. 

In difficult economic times cuts in state expenditure can be a vital means of balancing the government 

books, but such cuts must be carefully evaluated for their effects on vulnerable sectors of the population. 

We urge the Committees to interrogate these cuts carefully and to assess their likely impact on 

poor and working-class families.  

  

3.3. Social Grants 

The Minister made much of the fact that social grants were being increased “above inflation” at least in 

part to compensate for the increase in VAT. This is disingenuous. The average increase for 2018 in the 

Old Age Pension, the Disability Grant and the Care Dependency Grant amounts to 5.9%. The Child 

Support Grant goes up by 6.6%.  

These figures are well below the inflation rate for food and beverages, and for other basic expenses faced 

by poorer people, such as medicines and transport. If we take into account that most social grant 

recipients will also be hit by the increase in the fuel levy, then it is clear that these increases, far from 

compensating for the VAT increase, will leave our elderly and disabled compatriots, as well as vulnerable 

children, poorer than they were last year. This does not constitute, by any measure, a “better life for 

all”.  
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3.4. Reductions in Size and Cost of Executive 

While it is not for the Finance Minister to determine the size of the Executive, we submit that Parliament, 

through the Standing and Select Committees, should send a strong message to government that there are 

too many ministries, and thus too many Cabinet posts and deputy ministers. President Ramaphosa 

himself alluded to this in his SONA speech, and he should be encouraged to make bold cuts.  

The amounts of money that would be saved might not be huge in comparison with the overall budget, 

but a significant reduction in the size of the Executive would send a strong message that it is not only 

working South Africans (rich and poor) who have to shoulder the burden of austerity.  

 

4. Conclusion 

All the money that the Budget seeks to bring in by way of revenue belongs to the people of South Africa. 

Likewise, all the money that the Government intends to spend under this Budget. The people, and their 

organisations, thus have a right to comment on revenue and expenditure. We hope that this will be the 

last year in which the opportunity for us to do so is rushed and in which only one day is set aside for 

public hearings. Such timeframes undermine the public’s constitutional right to participate in 

decisions around how its money is spent.  

We would appreciate the opportunity to make an oral submission.   

 

For further information please contact: 

 

Adv Mike Pothier 

mike@cplo.org.za 

 

Mr Kenny Pasensie 

kenny@cplo.org.za  

 

Catholic Parliamentary Liaison Office 

Cape Town 

021 461 1417 

 

 

 

mailto:mike@cplo.org.za
mailto:kenny@cplo.org.za

