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11 October 2013 
 
The Hon. T.A Mufamadi (MP) 
Chairperson: Standing Committee on Finance (National Assembly) 
Parliament RSA 
Cape Town 
 
 
 
RE: National Union of Metalworkers of South Africa (NUMSA) Submission on the 

Draft Employment Tax Incentive Bill [B – 2013] 
 
 
Dear Mr. Mufamadi 
 
The National Union of Metalworkers of South Africa (NUMSA) welcomes the opportunity to 
submit on behalf of metalworkers comments on the Draft Employment Tax Incentive Bill [B – 
2013].   
 
The union would also like to make a verbal presentation to the Standing Committee on 
Finance on Tuesday 15 October 2013. Our submission follows this letter. 
 
 
Yours sincerely 
 
W. Aroun 
NUMSA Parliamentary Office 
Unit UA57-59 4

th
 Floor 

No. 6 Spin Street 
Cape Town CBD 
Mobile: 0834615915 
Tel: 021-4612923 
Fax: 021-4617546 
E-mail: woodya@numsa.org.za   
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NUMSA Submission on Draft Employment Tax Incentive Bill [B -2013] 
 

In next year‟s elections, many young people born after the 27 April 1994 democratic 

breakthrough will be voting for the first time. They will not let government take their vote for 

granted, but will look for policies which will attract them to vote by offering hope for a better 

future – jobs, a living wage and security.  

Government ought to be implementing policies which create jobs which pay a decent living 

wage, provide them with security into the future and, most important, give them a strong 

sense that they are making an important contribution to society. 

What they do not want is to be exploited and abused by employers who are only interested in 

extracting as much value from them as quickly as possible, before throwing them back on to 

the scrapheap of the unemployed. 

 

To add to our woes the International Monetary Fund (IMF) in its country report (No13/303 

South Africa) has endorsed government‟s call for the introduction of a youth employment 

incentive. Further, the IMF recommends continued support of labour brokers and wants 

government to implement plans to make low wage jobs more attractive and to limit „the 

practice of extending collective bargaining outcomes to firms that did not participate in the 

bargaining‟. (IMF, 2013: 51) The IMF also opposes COSATU‟s call for a national minimum 

wage.   

While the recommendations of the IMF Report have been warmly received by the media, 

business community and many within government, NUMSA is alarmed that the Trade and 

Development Report 2013 released by the United Nations Conference on Trade and 

Development (UNCTAD) has been sidelined and afforded very little press coverage. Why?  

The report is critical of some of the short term measures such as „compression of labour 

costs and fiscal austerity‟ that have been adopted by many of the world‟s leading economies 
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and argues against proposals for „more flexible labour markets, lower social security 

coverage and a smaller economic role for the State‟. (UNCTAD, 2013: 11) 

 

It is for this reason that the National Union of Metalworkers of South Africa calls upon 

Government to abandon the Employment Tax Incentive Bill (ETIB).  

It is ironic that whilst business spokespersons often moan about the high level of social 

grants and warn against, „a culture of dependency‟ among the poor, they have been 

demanding their own “social grant” in the form of employment subsidies.  

The Basic Income Grant which would have done no more than scratch the surface of poverty 

was thrown out but tax incentives which will reduce the money available for service delivery 

by allowing employers to hold back tax becomes an imperative.  

This is the same business that complains about government interference when it comes to 

workers rights with regard to labour laws but is happy to have interference and to accept 

hand-outs from tax-payers in the form of tax concessions or subsidies to „persuade‟ them to 

open factories and create jobs. 

These tax concessions will cause a big cut in tax revenue, and therefore leave less to spend 

on schools and hospitals and delivering essential services to poor communities. 

Hand-outs to the poor bad, hand-outs to the rich good! 

We oppose the ETIB and we argue that it will have the result of:  

• Displacing older or unsubsidised workers, 

• Creating a multi-tiered labour market in respect of both wages, benefits and overall 

employment conditions, and 

• Precipitating a downward pressure on wage bargaining. 

 

We have serious worries about the way the bill has been rushed to Parliament, despite it only 

recently being made public. This has serious implications for any genuine public consultation.  

The Treasury media statement says that the bill takes into account “concerns raised in the 

NEDLAC consultations” on its “Confronting Youth Unemployment: policy options for South 

Africa” discussion paper.  It fails to acknowledge however that the NEDLAC process on this 

paper was not completed.  But NEDLAC was not given the chance to consider the actual Bill, 

and hence the actual form and structure of the subsidies that will be imposed.   

 

Furthermore the proposals in the discussion paper were limited to the wage subsidy for 

young workers, whereas the Bill proposes an additional two subsidies to be implemented in 
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special economic zones (SEZs) and in industries designated at the Finance Minister‟s 

discretion, that have not been subject to previous consultation, publicly or through NEDLAC. 

 

Treasury has indicated that the Bill is meant to implement commitments made under the 

“Youth Employment Accord”, despite the fact that the Accord requires that any incentives be 

“approved by all constituencies”. 

 

The Bill is very badly drafted; it seems unlikely that anyone with credible labour law expertise 

was consulted in the drafting.  While references are made throughout the Bill of attempts to 

align it with the Labour Relations Act (LRA), these are often worded in a way that do not 

make sense and/or introduce elements of a multi-tiered labour market.  This raises serious 

questions as to whether these could be fixed in the shortened Parliamentary timetables 

ahead of the elections. 

 

The Bill provides for the following three different types of subsidies for up to 24 months: 

1.  Workers between the ages of 19 and 29 

2.  Workers of all ages employed in special economic zones (SEZs), irrespective of age. 

3.  Workers of all ages in industries designated entirely at the discretion of the Finance 

Minister by a notice in the Gazette 

 

Of course NUMSA fully appreciates that youth unemployment is the greatest challenge that 

young people face. They constitute 63% of the working population, yet 73% of the people 

who are unemployed in South Africa are below the age of 35.  

If we fail to provide these young people with the prospect of work and an income, education 

and training, the consequences will be tragic, not just for the millions of youth themselves, 

who will lose the chance to work and enjoy a decent life as they move into adulthood, but for 

all South Africans who will lose the valuable contribution that those young workers would 

have made if given the opportunity to work and earn a living.  

The long-term solution lies in a macro-economic policy based on benefitting the majority and 

not enriching the few. That is why we have to urgently find genuine solutions to the problem 

by creating sustainable jobs and through education and training.  

This bill unfortunately is not that solution, but a knee jerk attempt to appease big business at 

the expense of workers.  

The subsidy applies only to workers earning a maximum of R6000 a month, a category that 

pays no or minimal income tax.  However, the money that will be claimed by the employer as 
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an incentive will come from the employees‟ tax that would ordinarily be paid over to SARS.  

This means in practice that the subsidy will be funded from the income taxes paid by 

unsubsidised employees.   

 

These are fairly substantial amounts once you consider the value of the subsidies.  For 

wages of less than R2000, this would be 50% of the wage for the first 12 months.  R1000 is 

applicable to wages between R 2000 and R4000, and tapers down for high wage categories.  

Even though the subsidy is halved during the second year of employment, the values are still 

substantial. 

 

The considerable difference in costs for employing unsubsidised workers as opposed to 

subsidised workers, would invariably place a downward pressure on the wages of 

unsubsidised workers, who ironically would be providing the finance for this consequence. 

 

Section 5 of the Bill states that employers will be disqualified if they “unfairly” dismiss an 

existing employee to get access to the so-called tax incentive for a new employee, but this 

will be extremely difficult to enforce in practice.  Nothing prevents employers, especially 

larger ones, from creatively reorganising work at a workplace so that subsidised workers are 

not placed in a unit where the dismissal takes place. 

 

Further the burden of proof would rest with the worker to prove not only an unfair dismissal 

but also that it was aimed at accessing the incentive.  The matter may also take years to 

resolve should either party take the matter on appeal. 

 

Section 5 is nonsensically drafted and linked to Section 187 of the Labour Relations Act on 

“automatically” unfair dismissals.  This section has a very narrow application to very specific 

instances of unfair dismissals such as unfair discrimination, and could not be applied in the 

way the Bill proposes. The Bill rewrites labour law by stating that such cases can be taken to 

the CCMA or a Bargaining Council or a competent court. It would appear that the department 

did not read the LRA with regard to “automatically unfair dismissals”! 

 

In any case in order to avoid this, even if it were possible, employers will simply resort to 

labour brokers and atypical employees which will inevitably increase the possibility of 

downward pressure on wages of directly employed, unsubsidised workers and the imposition 

of wages for subsidised workers lower than those actually paid to directly employed workers. 
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Section 4 of the Bill says it promotes compliance with sectoral determinations and minimum 

wages, but inadvertently permits a multi-tier labour market.  Employers will only receive the 

subsidy where employees are paid in accordance with the “minimum wage” set down 

through bargaining councils or sectoral determinations.  Where neither of these are 

applicable a R2000 minimum wage would apply. There is no provision for recognising 

collective agreements in place in sectors where there are no bargaining councils. 

It fails to recognise that individual workplaces may pay higher actual wages than the 

minimum set down though bargaining council agreements, sectoral determinations  the 

R2000 minimum in other workplaces, which would effectively permit subsidised workers to be 

paid less than unsubsidised workers in relevant workplaces. 

 

Section 5 compliance is restricted to compliance with minimum wages, failing to acknowledge 

that determinations and collective agreements also extend to other employment conditions, 

such as retirement benefits, medical aid and leave.  This would permit subsidised workers to 

be excluded from rights to other employment benefits and conditions. 

 

Whether inadvertently or intentionally multi-labour standards would be capable of being 

applied differentiating between subsidised and unsubsidised workers.   

 

We are totally opposed to the retrospective implementation of these provisions. Employers 

must be rubbing their hands with glee already “totting up” what they will recoup in a few 

months time. Although treasury claim that these are for new entrants there is nothing to stop 

them claiming for an employee previously employed by another employer. 

 

Employers could be claiming for experienced workers who will appear to be new.  

 

What is particularly disturbing is that although there appears to be an acceptance that 

education and training is crucial to resolving the problem of particularly youth unemployment, 

none of the subsidies are tied to mandatory skills development or training.  Many subsidised 

workers are likely to be appointed to low-skilled positions, making replacement easy once the 

subsidy is no longer applicable.  The level of skills and experience gained may be of limited 

help in finding future employment. 
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All the subsidies can be implemented concurrently with other incentives and support 

measures that an employer may receive.  For example, employers in SEZs will benefit from 

other SEZ-specific incentives, such as the relaxation of customs and excise rules and 

support measures through the DTI.  These would be plus any general industry or sector 

support measures provided by the DTI, not restricted in terms of age or to SEZs.  This 

represents big potential monetary windfall gains for employers with no guarantee of 

meaningful job creation benefits. 

 

The application of subsidies to SEZs and industries would likely have the effect of destroying 

employment in specific geographic regions as employers relocate to access the subsidy. 

 

In designating industry-specific subsidies, the Minister of Finance does not have to consult 

with the Ministers of Labour and Trade and Industry or stakeholders.  Nor is there any 

provision for criteria that would guide the decision taking into account implications for the 

labour market or industrial policy. 

 

As set out above subsidised workers are likely in many cases to be unskilled or semi-skilled. 

In a country where 71% of workers are un-unionised this system opens them up to further 

abuse.  

 

Nowhere in the bill does it indicate why the Department of Finance believe that these 

subsidies will work. In their first attempt at the subsidy they admitted that many of the 

subsidised jobs would have been created anyway. Employers must be laughing all the way to 

the bank.  

Internationally even the World Bank in its 2013 Development Report sets out that a Youth 

Wage Subsidy has not worked, mainly for the reasons set out above. Their summary of the 

situation is that “aggregate employment effects are hence low at best”. Very few jobs in fact 

could be put down to the implementation of a youth wage subsidy.  

NUMSA insists that confronting unemployment requires addressing unemployment in 

general. State-owned enterprises, agencies and departments must stand ready to absorb 

these young people and the unemployed into practical training and provide work experience, 

especially given the massive infrastructure backlogs and maintenance that has to be done.  

 

The private sector can do the same, without being given subsidies, but policies must be in 

place to support industrialisation and agriculture.  The state must have capacity to plan and 
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forecast for the numbers of young people who enter the post-school system and exit it, and 

ensure that no one falls through the cracks.  

 

This is what the German system does, not to encourage young people to enter the labour 

market unskilled, but to prepare and empower young people to have solid career paths in the 

workplace. 

 

The ETIB is premised on the incorrect assumptions that wages are too high and that this acts 

as a specific disincentive to hire youth, whereas studies by AIDC and others indicate young 

workers are already hired at discounted rates of as much as 20%. 

 

The ETIB will in practice translate into a fundamental attack on workers‟ security of 

employment, decent work standards and collective bargaining rights. Meanwhile it will have 

minimal benefits for those workers at which the subsidies are targeted.   

 

For all these reasons NUMSA calls for the withdrawal of the ETIB. 
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