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1 QUOTE OF THE DAY

Never trust a man who when left alone with a tea cosey...

Doesn’t try it on. - Bity Connoly, Scottish comedian, misician and actor

The best way to manufacture a stronger country

TURN TALK
TO ACTION

Philippa Rodseth

OMETIMES it would be nice to

think that the world of business

was as simple as life in a British

soap opera. Death, divorce, you

name it... The universal remedy Is

to sit yourself down and ‘ave & nice cuppa

tea. No doubt this was the almost universal

response after the announcement of the

Brexit vote - kettles being put on to boil to
celebrate or to mourn a new era.

We in business like owr tea, and our

cofTee. anmwr when the country is limp-

GDP

product) growth wm: unaceeptably hlgh

standards of edmaﬂnn, weinthe ‘\rl:mu!an
turing Circle fear that a few hot beverages
are unitkely to do the trick.
Weare a strategic parma' of thennnmxl
ing Indaba, the
Trade and Industry Dcpamnenl (dti} and
the city of Ekurhuleni. It is an event
which took place last month,

There is much that
government is doing
which we applaud —the
state incentives for
investment are playing
an important role.

logue. A full day of the event was devoted
to small business; there was a strong
emphasis on the importance to South
Africaof the rest.of-African market, while,
current hot toples such as support for
black business, government procurement

and export promotion were all debated. Of
course, discussion s easy, but action takes
real effort. So we must now look forward,

Looking forward The has an role to play in abrighter future
Tam relieved tosay that, invigorated by the  for South Africa, says the writer. PHOT: BIOOMBERG
Indaba and conscious of the massive chal-

lenges which fice us all, there is tobe &

move intense and regular di We have al much fe fo  Africa’s industrial revival. The Manufac

between business and government, to

Trade and industry Minister Rob Davies,
the mayer of Ekurhuleni (Mondli Gun-
gubele), the premier of Gauteng (David
Makhura) and - most important of ail -
‘many hundreds of business people.

We heard from international academ-
fcs, chief executives, tanks full of thinkers,
consultants, government officials and
more. It was & useful and worthwhile dia-

the state procurement of locally manufac-

turing Ciccle is working closely with the
dtite provide industry with support where

move beyond words into action. tured goods, with a range of products and
Therei hth isdoing sectors having been desi; for this

which pplaud - the state i purpose, monitoring and imple-

investment are playing an important role, hich need

even if some of the fine-

tobi by both public and private

print could do with an overhaul, Similarly;
the government programme to support
black industrialists is wmcthins ‘which we
endorse; hoping it will result in sufficient
opportunities in our manufacturing sector,
which is experiencing

parties.
TFurthermore, a tmgeted npprvm:h

‘We are not going to talk until the cows
come home, and look forward to reporting
onour progress by the next Indaba.

We believe we can make a real differ-
ence by bringlng the common sense, prob-

towards export

oppormnlﬂs in Africa is apparent.
‘These areas mre in suppm'( of our

to Seuth

lem- , drive and energy of
the mmﬂmuring secmr to bear in help-
ing to identify problems, and to work out
ways of how together we can solve them.

We will be able to draw on many of the
ideas and themes of the Indaba: one profes-
sor who addressed us suggesled it is wise
to aim for a few islands of excellence -

of effectiveness ~ and to expand
from there.

We cannol ignore international per-
spectives, as many of the current chal-
lenges facing the South African economy
stem from a global economy which is limp-
ing along - and few believe that the recent
Brexit vote In the UK will do much to help,

1t was useful fo hear from the likes of
General Electric, which is committed to
local procurement. and from the chief
executive of the Gnufrain Mansgement
Agency, who announced an expansion
decision is imminent, with another 200km
of Gautrain track.

Crudial element

1t is often sald - and can't be said often
enough - that SMEs (small and medium
enterprises) are a crucial element of the
economy, in terms of future growth,
employment and innovation. And this
sector needs more help, The challenge is to
ensure that the concerns and frustrations
of SMEs ring out not only in the ears of
government - which has yet to demon-
strate a unified approach to SME support
but also in the enrs of industry. There is

much that larger firms can do to assist ~
from paying their bills on time, to targeting
procuretnent, to mentoring and advising.

$So, the talk is over for another year

it's time for us fo sit down with govern-
ment in a mature and practical dialogue.
Perhops over & nice cuppa tea.

Philppa Rodseth is exacutive director of the
Manulacturing Cirde

Messi's tax fraud is just one issue in global industry

FOOTBALL
AND FINANCE

Thomas Hastings

NE THING'S for sure, it has

not been a good summer for

Lionel Messi. After a fourth

international cup final defeat,

the diminutive Argentine an-
aounced his retirement from international
football on June 26, aged just 20. The
*Don't go, Leo” campaigns had barely sub-
sided before he and his father were handed
a 2t-month jail sentence for tax fraud.

‘They were found guilty of not declaring
£3.5 million (R66.6m) of earnings from
2007102009, linked to the use of tax havens
in Belize and Uruguay

Football lovers fearful of the luss of
{arguably) the world's greetest player
should be comforted by the fact that
sentences under two years can be served
outside of prison in Spain.

Messi maintains his innocence and will
appeal the decision.

But this and the fact that he can keep
playing does little to address the serious
issue of how some footballers manage
their fiances - something many in the
industyy struggle with.

Messi's case is not unique in Spain or
Barcelona. Earlier this year, Messt's Brazil-
fan team-mate Neymar was also repri-
manded and fined for failure to disclose
earnings from a range of sources.

Neymar also maintains his innocence
and is making an appexl. From one per-
spective, Messi's tax dealings should not
comeas much of asurprise.

Bigger picture
The us¢ of tax havens is seemingly the
done thing for the super wealthy; the world
over. But there are aspects of the baautiful
game which may lend themselves more
generally to the aggressive pursuit of even
greater earnings.
game's global union FIFPro has

long urged an abolition of transfer fees so
pivotal to the concept of player “owner-
ship”, as well as caps on sgent earnings.
Outside of plaver registrations, the con-
cept of economic rights for players has also
proliferated in recent years, adding expo-
sure and marketing revenue to the game's
more famous stars, the clubs they play for
and the brands/products they advertise,

Messi earns a purported £256 000 a
week after tax - so why would any player
risk biting the hand that feeds them? One
partial explanation may lie in recent
adjustments (o the Spanish iax system.
Previous low rates of tax, Huked to a
source of competitive advantage for thetop
Bight of Spanish football, La Liga, have
since been hiked.

‘The Spanlish tax rate for top earners
nore than doubled in 2012 to 54 percent.

More generally. the problems emerging
from the Messi case reflect the fact that,
while the globalisation of football in eco-
nomic and cultural lerms is near-complete,
the legal rights, and proce-

Lionel Messi has been sentenced to a 21-month jail sentence for tax fraud,

THE CONVERSATION

remain highly varied across the globe,

Footballers are recruited across a global
labour market. though key regions
{notably South Americs) sperate with very
different norms and regulationson owner-
ship rights and recruitment procedures,

‘Third party ownership. for example,
has become commonplace in certain
regions of the world. This is where a third
party individual or company will give a
player or club money in vefurn for owning
a percentage of 4 player's future transter
fee or “economic rights”.

In the UK. the process has become
synonymous with Carlos Tevex who
arvived at West Ham against the rulm. u{

profile scandale involving taciics whereby
players are temporarily registered and
sold via lowtax jurisdictions (such as
Uruguay) as & means of ﬂvmdmg tax on
transfer fees.

The point here is not to conflate issues
of third party ownership with Messi's
own crime of {ax avoidance, but to put the
crime in contexi. Football is a global indus-
try that operates differently in different
parts of the globe,

Professed ignorance

Added to this. many footbatlers emerge
from humble baclq;munds and %\mmlt
cix igno-

English football, under the
businessman Kia Joorabehian.
But in South America third party

dures surrounding the sale of players

ip is
It isalso accompanied by a spate of high

rance, greed and acting on bad advice are
likely to emerge.

‘This is not to say that footbalters, like
workers in any other profession, are free

(e T e e g [T
While the globalisation of
football in economic and
cultural terms is near-
complete, the legal rights,
regulations and procedures
remain highly varied.

Comments
are openon
Treasury’s
proposed
sugar tax

FISCAL
HEALTH

Virusha Subban
Yonatan Sher

HE TREASURY this month
published policy paper that sets
out propasals on the new sugar
tax to be Imposed on sugar-
sweetened beverages. This fol-
1 hi in
his February Budge( Speech where he
announced that a new sugar tax will be in-
traduced by April next year
‘The tax is positioned from the point of
view of combatting obesity and other
health issues, and it is an additional
method fo raise revenue. The propased
sugar fax targets beverages that contain
added caloric sweeteners such as suerose,
high-fructose corn syrup or fruitjuice
concentrates.
This includes soft drinks; fruit drinks;
sports and energy drinks: and even
“healthier” drinks such as vitamin water
drinks; feed tea and drinking yogurt. The
tax will not target beverages that only
confain sugar naturelly built into the
structure of the ingredients, such as
unsweetened milk and 100% fruit juice.
Three madels of how to calculate the
tax rafe were policy
Firstly: a per lifre rate on all beverages ir-
respective of sugar content. Secondly: a
tax nl;:ﬁe per gramof mmauypresent

bs lbe m.lh‘itiom lubelling). Thirdly: a
e

W
nf‘ m

and the
tax rate isdetemmhyv.meategpxy
the beverage falls within.

Price determination

‘The policy paper recommends the second

maodel, as this would support the govetn-
ment!

turers and consumers o switch to kmer

. by
Hability mrdlngm Tralso knvoives less of
an administrative burden than the third
proposal.

The policy paper asserts that to influ-
ence eonsumer behaviour the tax rate
must be at least 10 percent to 20 percent, it
therefore = rate of about
2.29¢ per gram of sugar (adjusted yearly
for inflation). which equates fo sbout 8
20 percent hike on the average price per
litre of carbonated soft drinks. I further

if the b loes not have

nmm'mmmllnhek it should be trxed at en

umed sugar-content which ksvery high,

'rhis would have the added benefit of

mﬁmmagms the nutritional labelling of
&l

Tt fs envisaged that the tax will be levied
by way of the Customs and Excise Act,and
it will be levied at the manufacturer level,
and not at the consumer level (duty-at-
source principle).

There remains imceriainty as to who
would bear the tax liability where there
are several sugarsweetened beverages
that go into making the final product. and
are sourcer trom external suppliers.

It Is also unclear from the policy paper
whether the fax per gram of sugnr will be
imposed on the total sugar content of the
beverage. or only on the added sugar
which is inaddition to the naturally ocou

ring sugar.
The empirical evidence of the healih
benefitsof similxr sugar taxes in other ju-
is also much mare

with Messi). illegal paymenis relating to
transfer fees (see manager Harry Red-

than the policy paper portrays them to be.
The deadline for comments on the policy
paper is August 22,

knapp's in2012) or
player gamhlins (including in games they
are involved in]

Like Messl Ibedlmann pleaded igno-
rance as well as innocence when it came to
charges over his own fllegal payments. As
well as “knowing nothing” Redknapp went
a stage further by citing an inability to
lexi, write or tvpe as partof hisdefence. He
was Cleared of tax evasion charges.

I ignorance isno defence, then football
asan industry must ensure its plavers are
educated on the legal rights and wrongs

from responsibility when it comes to pay-
ing tax or meeting thejr legal obligations.
A major problem is that many people
who stand to profit (which may inciude
friends and family members) have an inter-
est in taking risks on the player’s behall.
Did Messi even know his actions were
illegal? Barely a year goes by in football
where a legal controversy of one form or
another dues not emeorge, be it more seri

associaled with the profession.

‘This is particutarly Important for those
elites at the forefrunt of the game and its
marketing. not least because billions of
viewers (including young, impressionable
and avid fans) consume the global game.

Thomas Hastings is a Lecturer in Organisational
Behaviour and Human Resource Management,
University of Sheffield.
;his article wasorlgnaﬂypuushed in The

<

ous cases of fraud or tax (as

\nummbbannsapam\ersmmis&ngh
customs, exdise and international trade and

Yonatan Sher is a candiclar attorney at Bowman
Gilfilan Africa Group.

There remalns unc around the
Treasury's new proposed sugar tax policy.
PHOO: RATERS



