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Provinces should raise own revenue

There should be compensation to

regions for boosting national coffers
: ."_‘—m"m‘_:m“

By lemkulu Malunga Q_}‘p 5

RO\’NCFS $1OULD BE allowed
to raise their owr revenue to
supplement their income

from the national budget,
“'This is one of the key proposals
contained in the Financial and Fiscal
Commission (FFC)'s recommenda-
tions on how the country’s tax hase
shauld be shared betw: 1 pmvmccs
and the” national Goveinment in the

1997198 budget.

Tae latest proposals advocate the

creaiion of a tax roon hrough which .

provinces will be able to raise their
0wn revenue,

. The rutionale behind the rax room
18 to compensate provinces for the
contribution they make to the nation-
alcoffers, particularly those like Gaut.
eng and Western Cape wlmh gencrate
thc bulk of the country™s income,

How tax room will work

The wa) the tax room is envisaged to
woik is that, if the average nationai
inesme tax is 25 pereent, with effect
from next year's badget, the national
Government will collect 24 pereent
while the rencaining percentage could
be levied by the provinees.

I the recommendation is given a
ro-ahead by bei the centre and the
NOvinees, a partion that goes to the
rovisices will be increased by a for-

eaikage point each year over siy yeurs.

: "F'he tax room has

heen desivned to
ensiire that the rising
needs of provinces do
not result in a hike in

the tax burden ,

Eventually. each | prmmu, will be
entitled to levy up to seven percent on
s personal income tav. base Jeaving
the centre with 18 pereent,

The proposals also leave room fur
flexibiy where a province could
approuck the national Governmient to
increase: the surcharge rate on its per-
soual income tax up to 12 pereent,

The FFC says the tax_room will
cnnble provinces to “raise revenue
levels substantially higher than those
currently raised through such instr-
ments as motor vehicle licences, horse
racing and casinos”,

The commission’s chairman Mus-
phy Morobe says ihe tax room has
been designed in yuch a way as to
casure that the tising needs of
provinces do not resalt in « hike in the
tax burden.



* He emphasises: that the tax room "

u\only applies to personal income tax
~“and will not cover cther forms of tax-

ation like Valu., Adqed Tax and com-

pany tax.

“The. comm:sswn he argues, rec-
ommcnde transitional measures that
will enable the system to ¢ome into
effect immediately even though Par-

. fiameat is yet to pass ennbling legis-
- lation. .

But the provinces are not gomg, to

have their own mland revenue ses-

vices as the South -Africa Revenue
Services will act for them-on agency
b'ms —.arobubly for a fee.

" The Tatest recommendations also
prepose llmt the provinces® share - of
the budget allocations escalate vy 0.3
percentage point annually for the next
six years.

- In the 1996/97 budget, provinces’

~hare of the budgeted revenue
“amounted to 51, 85 percent. I the pro-

posal-is accepted, then the provincial
geverniment’s. share of the national”
budget wilt be 54,85 percent by tht'f

2062/03 financial year.

In addition to the tax mom, the
FFC p“npmcs that grants be aitocated
to provinces to cover the running costs
of school educition, primary and dis-
trict health, legislature and provmu'ﬂ-
executives, ,

An additionai basic L,ra'lt is rece
onamendzd out of which provinces
conld cover any other costs at their
discretion. .

General support

Mombc says there is ‘‘general sup-
port™.for propm.;k among provincial
goveraments but there is “understand-
able caution” at national fevel.

He says the amended formula does
not depart frotn FFC's central objec-
ti> of ensuring that no province is
prejudiced when it comes to sharing
the national r¢sources equitably.

The commission says the idea is
to take needs into account without
unduly prejudicing those provinces
that gencrate the bulk of the coun-
try's revenue,

W:th the population being the
main drives of the FFC's formula, the
more rural provinces stand to benefit
frota the 25 percent -accorded to every
rural person.

Effectively, this means that when it
comes to spending per head more
money shouid be spend in the rural
aveas where there is a greater need.

. For instance, if Ri is spend on an
urban person, the figure should be
R1,25 for a person livirg in ural
South Africa,



