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ABSTRACT 

 
A COMPARATIVE STUDY BETWEEN SOUTH AFRICA AND IRELAND ON 

TAX RELIEF MEASURES FOR SMALL AND MEDIUM ENTERPRISES 
 

by 
 

STEPHANUS ISAAC MINNAAR 

 

SUPERVISOR: MR TL STEYN 

 

DEPARTMENT:  TAXATION 

 

DEGREE:  MAGISTER COMMERCII 

 

Small business forms an integral part of economies worldwide; especially in the South 

African environment, where the unemployment rate and the levels of poverty are very high. 

The sector creates jobs and contributes fiscal revenue. The South African Government 

has identified this sector as an integral part of the economy and has indicated that it wants 

to grow the sector and support it where possible. 

 

Tax relief is only one way in which the government can encourage job creation and 

entrepreneurship.  

 

The South African economy is still seen as an emerging economy but it has to keep up 

with international trends and developments in order to be competitive globally. The 

taxation of emerging countries differs from those of developed countries and it does not 

mean that tax policies that work well in developed countries would necessarily work well in 

developing countries. Emerging countries should still analyse and compare their tax 

policies and systems with these developed countries. 

 

Over the past two decades, Ireland has gone from one of the poorest to one of the richest 

countries in the European Union. This was done through an economic policy which was 

pro-business, encouraged foreign direct investment and through low income tax rates. 
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Therefore South Africa can learn much from a country such as Ireland. Previous studies 

have been conducted comparing the reliefs offered with that of other countries and South 

Africa, but none compared South Africa and Ireland. 

 

In this study, it is concluded that South Africa already offers specific relief to expand small 

business and encourage entrepreneurship. 
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OPSOMMING 

 
‘N VERGELYKENDE STUDIE TUSSEN SUID-AFRIKA EN IERLAND OOR 

BELASTINGVERLIGTING VIR KLEIN EN MEDIUM ORGANISASIES 
 

deur 
 

STEPHANUS ISAAC MINNAAR 

 

STUDIELEIER: MNR TL STEYN 

 

DEPARTEMENT:  BELASTING 

 

GRAAD:  MAGISTER COMMERCII 

 
Klein en medium ondernemings is baie belangrik en omdat dit die hoeksteen van die 

meeste ekonomieë in die werêld is. Die werkloosheidsyfer en die vlak van armoede in 

Suid-Afrika is baie hoog en dit maak klein en medium ondernemings soveel belangriker in 

die Suid-Afrikaanse ekonomie. Hierdie ondernemings skep werk en dra tot die staatskas 

by. Die Suid-Afrikaanse regering het reeds gewys dat hy die belangrikheid van hierdie 

ondernemings besef en dat hy die sektor wil laat groei en sal ondersteun. 

 

Belastingverligting is net een van die maniere waarop ʼn regering verskillende sektore van 

die ekonomie kan stimuleer en laat groei. 

 

Die Suid-Afrikaanse ekonomie word steeds gesien as ʼn ontwikkelende ekonomie. Om 

wêreldwyd mededingend te wees, moet Suid-Afrika byhou met die internasionale 

tendense en ontwikkelings. Wat in ontwikkelde lande werk, sal nie noodwendig in 

ontwikkelende lande werk nie. Dit is belangrik dat ontwikkelende lande hul 

belastingstelsels en beleid gereeld nasien en vergelyk met dié van ontwikkelde lande. 

 

In die laaste twee dekades het Ierland gegroei van een van die armste lande tot een van 

die rykste lande in die Europese Unie. Dit was die gevolg van ʼn ekonomiese beleid wat 
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besigheid aangemoedig het, oorsese investering ondersteun het en laer effektiewe 

belastingkoerse ingestel het. 

 

Suid-Afrika kan baie leer by ʼn land soos Ierland. Vorige vergelykende studies is reeds 

tussen Suid-Afrika en ander lande gedoen, maar geen studie is gedoen om Suid-Afrika 

met Ierland te vergelyk nie. 

 

In hierdie studie is bevind dat Suid-Afrika reeds verligting bied vir klein en medium 

ondernemings om besigheid en entrepeneurskap te bevorder. 
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CHAPTER 1 

 

BACKGROUND AND INTRODUCTION 

 

1.1 BACKGROUND 

 

Globally, small business forms an integral part of economic success. It also contributes to 

the economies of many countries by creating jobs, generating revenue and being a source 

of fiscal revenue. 

 

“In the US, [small business] generates 58% of the non-farm workforce, 43% of sales, 51% 

of private GDP, 13 times more patents per employee than large companies, and employs 

39% of the high tech workforce.....,” according to Arendse, Karlinsky, Killian and Payne 

(2006:1). 

 

Arendse et al. (2006:2) state that in South Africa small, medium and micro enterprises 

(SMMEs) employ more than 80% of the total workforce and contribute 36,1% to the 

country’s gross domestic product (GDP). Therefore, SMMEs are very important in the 

South African economy. 

 

President Thabo Mbeki (2006:14), in his state of the nation address, committed the 

government’s support to help generate the resources to develop the SMME sector, by 

stating that: 

 

“[w]e will also speed up the consultative process to determine the measures we must take 

to improve the regulatory climate to facilitate the expansion of this sector.” 

 

This was also confirmed in Trevor Manuel’s budget speech (2005:1), when he indicated 

that over the past few years the government has focused closely on the aspects of tax law 

and administration to assist small business development. He further said that policy and 

administration adjustments would be required for any plan to assist SMMEs. 
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As a result of SMMEs being such a big part of the South African economy, how does 

South Africa’s relief for the taxation of SMMEs compare with a country like Ireland? Ireland 

has one of the lowest tax bases in Europe. Is the South African Revenue Service (SARS) 

and government doing enough for SMMEs to encourage investment and growth through 

tax relief and incentives and essentially growing the economy? 

 

In a recent study by Smulders (2006), it was indicated that compliance cost creates a 

burden for small businesses to operate efficiently and this could affect their potential to 

grow. The government is only willing to relax this burden on small businesses if it is 

supported by detailed empirical research on the level of incidence of the tax compliance 

burden. One of the ways to resolve this is to compare the reliefs offered to small business 

in South Africa with the reliefs in other countries. This study will support the above by 

comparing the taxation relief measures for small and medium enterprises in South Africa 

with the relief measures in Ireland. 

 

1.2 PROBLEM STATEMENT 

 

Although the South African economy is seen as an emerging economy, the country still 

needs to keep up with international trends and developments. 

 

The taxation of emerging countries differs in several important respects from those of 

developed countries. This would include the levels of income per capita, the size of 

businesses, the size of the agriculture sector, the size of the formal sector labour force and 

the quality of their tax administrations (Heady, 2002:1). It does not mean that taxes that 

work well in developed countries would necessarily work well in emerging countries, but it 

is necessary for emerging countries to analyse and compare their tax systems with those 

in these countries. 

 

In the past two decades, Ireland has gone from one of the poorest to one of the richest 

countries in the European Union (EU). One of the main contributing factors was the Irish 

government’s economic policy which was pro-business, encouraged foreign direct 

investment and provided a low income tax rate (Mules, 2007). 
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Taking the current state of the economy and poverty in South Africa, the country can learn 

much from a country such as Ireland. This could possibly be resolved by incentivising 

entrepreneurship and SMMEs to stimulate and grow the economy. 

 

1.3 PURPOSE STATEMENT 

 

The main purpose of the study is to do a comparative study of the taxation relief measures 

for SMMEs in South Africa and Ireland. 

 

1.4 RESEARCH OBJECTIVES 

 

SMME business and businesses are core to the South African economy and are also 

important to the South African government. The South African Government has shown its 

commitment to expand and assist this sector. Tax relief and concessions are one way of 

encouraging and developing these businesses. The South African Government could 

consider the tax reliefs offered for small businesses in Ireland in developing its plan to 

expand and assist the SMMEs. 

 

The research objectives of this study are: 

• to critically analyse the secondary literature on the topic in order to establish the 

theoretical construct of this study; and 

• to compare the tax relief measures for SMMEs in South Africa and Ireland using the 

theoretical framework as underpin. 

 

1.5 BENEFITS OF THE PROPOSED STUDY 

 

From a theoretical perspective, the proposed study will make a valuable contribution to the 

body of knowledge on the sources of the taxation relief for SMMEs. As far as could be 

established, this will be the first study of the comparison of taxation relief for small 

businesses in South Africa and Ireland. 
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The South African Government has shown its commitment to the development and 

support of small businesses. This study will also help to identify areas where further 

development and relief of the taxation of small and medium enterprises (SMEs) could be 

identified by comparing the reliefs already offered with those already offered in Ireland. 

 

1.6 DELIMITATIONS 

 

This study will mainly focus on the taxation relief measures for SMMEs in South Africa and 

Ireland. Other relief measures will be not considered. 

 

Secondly, the study will only focus on SMME business and will be limited to the SMME 

business as described in the definitions in 2.2. 

 

1.7 ASSUMPTIONS 

 

This study makes the following assumptions: 

• the reliefs offered in South Africa and Ireland are critically compared in principle, no 

regard is given to the amount of relief; and 

• the reliefs are compared as the legislations stand in South Africa and Ireland at the 

time of this study and any future changes or changes in the process to be made are 

disregarded. 

 

1.8 BRIEF OVERVIEW OF CHAPTERS 

 

In Chapter 2, a comparison will be made of the tax relief measures available in South 

Africa and Ireland. As much as possible available information will be researched.  

 

Academic literature such as reports and articles dealing with the tax reliefs for small and 

medium enterprises in South Africa and Ireland will be the basis of the review. 

 

The comparison of the tax relief in South Africa and Ireland will be focused on small and 

medium enterprises. As the research is limited to these types of businesses, it is key to 
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define an SME and a small business. Chapter 2 provides these definitions; first from an 

economic point of view; and secondly, from a taxation point of view. It is also defined from 

a South African and Irish economic perspective. 

 

The different taxation reliefs available for SMEs in South Africa and Ireland are 

summarised and reviewed in Chapter 3.  

 

Chapter 4 concludes on the matters contained in the previous chapters and summarises 

the differences in reliefs offered in South Africa and Ireland. 
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CHAPTER 2 

DEFINING SMALL BUSINESS AND SMALL, MEDIUM AND MICRO 

ENTERPRISES 

 

2.1 INTRODUCTION 

 

In this chapter, small business and SMMEs are defined first, from a South African 

economic and taxation perspective; and secondly, from an Irish economic and taxation 

perspective. 

 

2.2 DEFINITIONS OF SMALL BUSINESS AND SMALL, MEDIUM AND MICRO 

ENTERPRISES 

 

The terms small business and SMMEs are very important to define in the context of this 

study. These terms are used in various contexts but they differ from country to country and 

from an economic and taxation perspective. 

 

It is important that the terms be defined; firstly, from a South African and international or 

Irish perspective; and secondly, from an economic perspective. 

 

2.2.1 Small business and small, medium and micro enterprises from an economic 

perspective 

 

Countries worldwide have legislation in place that defines small business according to 

different categories. The problem is that these categories are not used consistently by 

state agencies or databases. This makes the comparison between different countries a 

challenge. 
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2.2.2 A South African economic perspective 

 

According to the Strategic Business Partnerships for business Growth in Africa (SBP) 

(2009:3), South Africa’s information on the SME sources is poor and very difficult to 

access, in particular, official statistics. No data is available on the number of small 

businesses, the number of people they employ or the contribution to the GDP. SMMEs are 

defined in different ways based on the number of employees and turnover or a 

combination of both (SBP, 2009:3). 

 

The White Paper on the National Strategy for the Development and Promotion of Small 

Business in South Africa was issued by the South African Government to define and 

classify the different types of small enterprises in order to make sure that public-funded 

support for small enterprises should only be granted to those really needing it (South 

Africa, 1995:9). 

 

The following four sectors were defined in the White Paper: 

 

Survivalist enterprises include people that are not able to find proper paid employment or 

employment in a sector which they prefer. The income earned is far less than the minimum 

income standard and the business does not require much capital to be invested. No formal 

training is required and there are limited long-term growth opportunities. The sector 

consists mostly of women who are poor and struggle to survive (South Africa, 1995:8). 

 

Micro enterprises are small businesses in which only the owner, family members and often 

one or two paid employees are involved. The income levels of these businesses differ 

widely mainly as a result of the sector in which they operate, the relevant support received 

and the growth phase of the business. These businesses operate from a low capital base 

and their owners have elementary technical and business skills. These businesses 

normally lack procedure in terms of licences, accounting systems and VAT registration 

(South Africa, 1995:8.) 

 

The bulk of the established businesses is made up of small businesses with a number of 

employees between five and 50. These businesses are owner-managed or are under 
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control of an owner community. These businesses are much more formalised and operate 

from business or industrial premises. The classification of these businesses in terms of 

assets and turnover is difficult due to the wide differences in various business sectors 

(South Africa, 1995:8). 

 

Medium enterprises fall in a difficult category as a result of being “small” and “big” 

business. These businesses could have a complex shareholding and could employ up to 

200 employees and have capital assets of a maximum of R5 million (excluding property) 

(South Africa, 1995:8). 

 

In terms of the White Paper, the government is concerned with medium enterprises facing 

obstacles and constraints, which cannot be solved through normal market forces and 

private-sector action (South Africa, 1995:8). 

 

The White Paper was tabled in Parliament on 20 March 2005 and resulted in the National 

Small Business Act (102/1996). The Act, as amended in 2004, defines a small business 

enterprise as follows: 

 

‘‘ ‘small business enterprise’ means a separate and distinct business entity, together with 

its branches or subsidiaries, if any, including co-operative enterprises and non-

governmental organisations, managed by one owner or more which, including its branches 

or subsidiaries, if any, is predominantly carried on in any sector or subsector of the 

economy mentioned in column 1 of the Schedule [table 2.1] and which can be classified as 

a micro-, a very small, a small or a medium enterprise by satisfying the criteria mentioned 

in columns 3, 4 and 5 of the Schedule [table 2.1] opposite the smallest relevant size or 

class as mentioned in column 2 of the Schedule [table 2.1];’’. 

 

According to this definition in Section 1 of the National Small Business Act (102/1996), 

small enterprises are classified as micro, very small, small or medium enterprises based 

on the different thresholds. The different thresholds are defined in terms of industry in the 

“Thresholds for the classification of businesses” (see Table 2.1). 
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Table 2.1: Thresholds for the classification of businesses 

Column 1 Column 2 Column 3 Column 4 Column 5 

Sector or sub-
sectors in 

accordance with 
the Standard 

Industrial 
Classification 

 

Size or class  Total full-time 
equivalent of 

paid 
employees 

Total annual 
turnover 

 

Total gross 
asset value 

(fixed 
property 

excluded) 

Agriculture  Medium 
Small 
Very small 
Micro 

100 
50 
10 
5 

R 5m 
R 3m 

R 0.5m 
R 0.20m 

R 5m 
R 3m 

R 0.5m 
R 0.1m 

Mining and 
quarrying  

Medium 
Small 
Very small 
Micro 

200 
50 
20 
5 

R 39m 
R 10m 
R 4m 

R 0.2m 

R23m 
R6m 
R2m 

R0.1m 

Manufacturing  Medium 
Small 
Very small 
Micro 

200 
50 
20 
5 

R 51m 
R 13m 
R 5m 

R 0.2m 

R 19m 
R 5m 
R 2m 

R 0.1m 

Electricity, gas 
and water  

Medium 
Small 
Very small 
Micro 

200 
50 
20 
5 

R 51m 
R 13m 
R 5.1m 
R 0.2m 

R 19m 
R 5m 

R 1.9m 
R 0.1m 

Construction  Medium 
Small 
Very small 
Micro 

200 
50 
20 
5 

R 26m 
R 6m 
R 3m 

R 0.2m 

R 5m 
R 1m 

R 0.5m 
R 0.1m 

Retail and motor 
trade and repair 
services  

Medium 
Small 
Very small 
Micro 

200 
50 
20 
5 

R 39m 
R 19m 
R 4m 

R 0.2m 

R 6m 
R 3m 

R 0.6m 
R 0.1m 

Wholesale trade, 
commercial 
agents and 
allied services  

Medium 
Small 
Very small 
Micro 

200 
50 
20 
5 

R 64m 
R 32m 
R 6m 

R 0.2m 

R 10m 
R 5m 

R 0.6m 
R 0.1m 

Catering, 
accommodation 
and other trade  

Medium 
Small 
Very small 
Micro 

200 
50 
20 
5 

R 13m 
R 6m 

R 5.1m 
R 0.2m 

R 3m 
R 1m 

R 1.9m 
R 0.1m 
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Column 1 Column 2 Column 3 Column 4 Column 5 

Transport, 
storage and 
communications  

Medium 
Small 
Very small 
Micro 

200 
50 
20 
5 

R 26m 
R 13m 
R 3m 

R 0.2m 

R 6m 
R 3m 

R 0.6m 
R 0.1m 

Finance and 
business 
services  

Medium 
Small 
Very small 
Micro 

200 
50 
20 
5 

R 26m 
R 13m 
R 3m 

R 0.2m 

R 5m 
R 3m 

R 0.5m 
R 0.1m 

Community, 
social and 
personal 
services  

Medium 
Small 
Very small 
Micro 

200 
50 
20 
5 

R 13m 
R 6m 
R 1m 

R 0.2m 

R 6m 
R 3m 

R 0.6m 
R 0.1m 

Source: National Small Business Amendment Bill (South Africa, 2003:8) 

 

Medium, small, very small and micro businesses are thus categorised in the section by the 

National Small Business Act (102/1996) according to the number of employees, annual 

turnover and gross asset value (excluding fixed assets). According to the table above, a 

business in the community, social and personal services sector with five employees, R6 

million turnover and R3 million worth of gross assets (excluding fixed property) is classified 

as a micro enterprise. 

 

Small businesses are also differently measured in terms of the black economic 

empowerment Codes of Good Practice. Qualifying Small Enterprises (QSEs) are defined 

by the codes as companies with an annual total turnover of between R5 million and R35 

million (South Africa, 2007:7). 

 

The Small Enterprise Development Agency (SEDA) is the Department of Trade and 

Industry’s agency for supporting South African small businesses. According to the SEDA 

annual report for 2008/2009, medium enterprises are businesses with fewer than 200 

employees, small enterprises are businesses with fewer than 50 employees, micro 

enterprises have fewer than five employees and survivalist enterprises have only one 

employee (South Africa, 2009:36). 

 

From the above, it is clear that there is a lack of consistency in the definitions of an SMME 

from an economic perspective in South African, even in the different government 

departments. 
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2.2.3 An international economic perspective 

 

The Irish Small Business Forum (2006:VII) defines a small business as a business 

employing fewer than 50 people. Most of the members of the Irish Small and Medium 

Enterprises Association have fewer than 20 employees (Arendse et al., 2006:3). 

 

According to the US Small Business Administration, the general rule is 500 employees or 

US$6 million in the past three year’s average gross receipts, but there are many 

exceptions to this general rule. To qualify for certain small business benefits such as 

loans, a search engine gives maximum dollar amounts or number of employees. The scale 

used is based on the North American Industry Class System (NAICS) code of the business 

activity, which was instituted in October 2000 (Arendse et al., 2006:3). 

 

According to the Organisation for Economic Co-operation and Development (OECD, 

1996:7), there are no clear-cut criteria to easily identify SMEs. SMEs might be active in 

different markets and nearly different sectors of the economy. The forms of these SMEs 

are equally different, ranging from sole proprietor business to multinationals. 

 

According to the OECD (OECD, 1996:7) report, SMEs are distinguished from other 

businesses mainly by size criteria. 

 

Size in this context is measured in terms of quantitative criteria, for example, number of 

employees, turnover, balance sheet total, capital intensity, research and development (R & 

D) intensity or market share, but SMEs are not a homogeneous group. SMEs rather 

include businesses in a variety of industries, trade, craft, manufacturing, the professions 

and agricultural and forestry firms. As an example, the number of employees is among 

other things, not necessarily a very clear-cut indicator of the size of a business. More 

importantly, it depends, on a business’s degree of mechanisation and availability of skilled 

labour (OECD, 1996:7). 

 

The European Union Commission is also of the view that the term small enterprise is 

defined differently depending on the industry and country concerned and a generally 

accepted definition of SME is not possible. Taking this into consideration, the EU, which is 
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responsible for the establishment of a European Community frame of reference for state 

aid, defines SME as those businesses which have employees fewer than 250, a turnover 

not exceeding €20 million and/or a balance sheet total of €10 million and ownership of not 

more than 25% by a large firm (OECD, 1996:7). 

 

It appears from the above that internationally there is also not a clear-cut definition of 

SMEs. 

 

2.2.4 Small business and small, medium and micro enterprises from a tax 

perspective 

 

The definitions of businesses that can benefit from tax relief will strongly differ from country 

to country and for the different types of taxes. 

 

In general, the income tax system of different countries may differentiate between small 

and other businesses on the following basis: 

• concentration of shareholders; 

• gross receipts, taxable income or tax liability; 

• phase of the business; 

• cost of equipment acquired; 

• value of gross assets; 

• amount of capital raised; 

• number of classes of share capital; 

• net value of the business; and 

• nature of assets owned or nature of the activity of the business (Arendse et al., 

2006:2-3). 

 

According to Arendse et al. (2006:3), small business in South Africa and Ireland is defined 

on a provision by provision approach. This makes it very difficult to compare the different 

reliefs. The main reason for this complexity is the policies of different governments. The 

government might want to encourage entrepreneurship and to lower the administrative 
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burden on small business, but it also runs the risk of small businesses taking advantage of 

these reliefs offered to them, which they are not actually entitled to. 

 

2.3 CONCLUSION 

 

In this chapter, small business and SMMEs were defined from a South African economic 

and taxation perspective and from an Irish economic and taxation perspective. It is clear 

that it is not possible to find a homogeneous definition for small businesses and SMMEs in 

South Africa and Ireland from an economic and taxation perspective. 
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CHAPTER 3 

 

TAX RELIEF FOR SMALL BUSINESS IN SOUTH AFRICA AND IRELAND 

 

3.1 INTRODUCTION 

 

In the previous chapter, the different definitions for small and SMMEs were discussed from 

a South African economic and taxation perspective and from an Irish economic and 

taxation perspective. 

 

In this chapter, the different reliefs in South African and Ireland are summarised and then 

critically compared. 

 

3.2 TAX RELIEF FOR SMALL BUSINESS IN SOUTH AFRICA 

 

There are reliefs and special allowances for small businesses granted by South African 

Revenue Service. These relief measures are largely targeted at the manufacturing sector 

as this sector is more likely to create jobs in a country where the unemployment rate is in 

excess of 25%. Other businesses can also benefit from these reliefs as long as they 

comply with the definition and the requirements. 

 

3.2.1 Small business corporations 

 

To stimulate new business development, Section 12E of the Income Tax Act (58/1962) 

makes available the following relief for small business corporations: 

• reduced income tax rates; and 

• two allowances for small businesses in the form of an accelerated depreciation 

allowance in respect of manufacturing assets and a wear-and-tear allowance in 

respect of other assets.  
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In order to qualify for these allowances, a business needs to qualify as a “small business 

corporation” (Section 12E of the Income Tax Act (58/1962)). 

 

A small business corporation is defined in Section 12E(4)(a) of the Income Tax Act 

(58/1962) as a close corporation, co-operative or a company registered as a private 

company, all the shareholders of which are at all times during the year of assessment 

natural persons. In addition, all of the following requirements must be met: 

• the gross income for the year of assessment must not exceed R14 million;  

• gross income should be based on receipts and accruals and not taxable income or 

profits. Capital gains can also be excluded; 

• none of the members or shareholders must at any time during the year of 

assessment hold any shares or interest in the equity of any other company, other 

than: 

o a listed company; 

o participatory interests in a collective investment scheme; 

o shares or interests in a body corporate; 

o less than 5% of the interest in a social or consumer co-operative or a co-

operative burial society; 

o interests in a friendly society; 

o less than 5% of the interest in a primary savings co-operative bank or a primary 

savings and loans co-operative bank; 

o shares or any interest in the equity of a venture capital company as defined in 

Section 12J(1) of the Income Tax Act (58/1962); or 

o any company, close corporation or co-operative if it 

- has not during any year of assessment carried on any trade; and 

- has not during any year of assessment owned assets whose total market 

value exceeds R5 000; 

• not more than 20% of the total receipts and accruals may consist collectively of 

investment income and income from rendering personal services; 
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• the close corporation or company must not be a ‘personal service provider’ (De 

Koker, 2010). 

 

If the business traded for less than 12 months during the year of assessment, the         

R14 million amount is reduced in proportion to the number of months traded during the 

year (Section 12E(4)(a)(i)). For example, if a business only traded for six months during 

the year, then the maximum gross income cannot exceed R7 million. 

 

Current applicable tax rates for small business corporations are: 

 

Table 3.1: Income tax rates for the year ending 28 February 2010 for small business corporations 

Taxable income Tax rate 

Not exceeding R54 200 0% of taxable income; 

Exceeding R54 200 but not exceeding        

R 300 000 

10% of the taxable income exceeding     

R54 200; and 

Exceeding R300 000 R24 580 plus 28% of taxable income 

exceeding R300 000. 

Source: Section 6 of Appendix 1 of the Taxation Laws Amendment Act (17/2009)  

 

As an example, a business with taxable income of R350 000 will pay tax to the value of 

R38 580. 

 

The accelerated depreciation allowance of 100% in the first year of use, is applicable to 

qualifying manufacturing assets. Qualifying assets are plant and machinery used directly in 

a process of manufacture in the purposes of its trade (Section 12E(1) of the Income Tax 

Act (58/1962)). 

 

In terms of Section 12E(1A) of the Income Tax Act (58/1962), the small business 

corporation can also opt to write off the other assets, in the year of assessment during 

which the asset is brought into use for the first time, 50% of its cost; in the second year, 

30% of its cost; and in the third year, 20% of its cost. 
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According to Section 12E(4)(b) of the Income Tax Act (58/1962), in determining whether a 

taxpayer qualifies as a ‘small business corporation’, must be taken into consideration to 

the particular year of assessment under review. A taxpayer meeting the requirements in 

one year may not necessarily qualify in a subsequent year in which one or more of the 

requirements fails to be met. 

 

In terms of Section 12E(4)(d) of the Income Tax Act (58/1962), personal service means 

any service in the field of accounting, actuarial science, architecture, auctioneering, 

auditing, broadcasting, broking, commercial arts, consulting, draftsmanship, education, 

engineering, entertainment, health, information technology, journalism, law, management, 

performing arts, real estate, research, secretarial services, sport, surveying, translation, 

valuation or veterinary science, if 

• that service is performed personally by any person who holds an interest in the 

company or close corporation; and  

• that company or close corporation does not throughout the year of assessment 

employ three or more full-time employees (other than an employee who is a 

shareholder or member), who are on a full-time basis engaged in the business of that 

company or close corporation of rendering that service. 

 

According to De Koker (2010), the services will only constitute personal services if these 

are performed by the person holding the interest in the small business corporation and the 

small business corporation does not also employ three or more other employees. These 

employees need to be engaged full-time in the business of the small business corporation. 

 

The requirements to qualify as a small business corporation are very strictly applied. If one 

of the requirements is not met, for example, if the taxable income is one rand over the R14 

million threshold, the entity will be disqualified and no relief will be available (Arendse et 

al., 2006:14). 

 

3.2.2 Turnover tax 

 

A simplified tax system is available for micro businesses. It is essentially a package 

whereby only a turnover tax is paid instead of all the different categories of taxation such 
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as income tax, capital gains tax and secondary tax on companies. The registration for 

turnover tax is optional and is available for individuals, partnerships, close corporations, 

co-operatives and companies (SARS, 2010:4b). 

 

The turnover tax is calculated by simply applying a rate to a taxable turnover (paragraph 5 

of the Sixth Schedule of the Income Tax Act (58/1962)). Businesses using the turnover tax 

do not have to maintain proof of expenditure as is required under the normal income tax 

rules which include comprehensive inclusion rules and a reduction process (SARS, 

2010:4b). Therefore, it does not only simplify the calculation but also offers relief from an 

administrative perspective. 

 

In terms of paragraph 1 of the Sixth Schedule of the Income Tax Act, a person qualifies as 

a micro business if that person is a: 

• natural person (or the deceased or insolvent estate of a natural person that was a 

registered micro business at the time of death or insolvency); or 

• company, 

where the qualifying turnover of that person for the year of assessment does not exceed 

an amount of R1 million.  

 

A person does not qualify if in a year of assessment: 

• that person at any time during the year of assessment holds shares or has any 

interest in the equity of a company other than as permitted; 

• investment income makes up more than 10% of the total receipts of that person; 

• that person is a “personal service provider” or a “labour broker” during any time of the 

year, other than a labour broker with a certificate of exemption issued by SARS; 

• that person renders a “professional service” as defined; 

• the total amounts received by that person from the disposal of 

o immovable property, used for business purpose; and  

o any other capital assets used for business purposes, 
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exceed R1,5 million over a period of three years. The three years comprise the 

current year of assessment and the preceding two years of assessment (paragraph 3 

of the Sixth Schedule of the Income Tax Act (58/1962)). 

 

Companies do not qualify if: 

• the year-end of the company is not the last day of February; 

• the shareholders of the company during any time of the year of assessment are 

shareholders other than natural persons; 

• the shareholders of the company hold any shares at any time during the year of 

assessment or have any interest in the equity of any other company other than a 

permissible share or interest; 

• the company is a public benefit organisation as approved by SARS; and 

• the company is a recreational club as approved by SARS (paragraph 3 of the Sixth 

Schedule of the Income Tax Act (58/1962)). 

 

A person that is a partner in a partnership during the year of assessment will not qualify if: 

• any of the partners are not natural persons; 

• that person is also a partner in more than one partnerships; 

• the qualifying turnover of the partnership exceeds the R1 million threshold (paragraph 

3 of the Sixth Schedule of the Income Tax Act (58/1962)). 

 

The rendering of a personal service is specifically excluded as this is the type of service 

that is typically rendered by high-income taxpayers (De Koker, 2010). A professional 

service is defined in paragraph 1 of the Sixth Schedule of the Income Tax Act (58/1962) as 

including any service in the field of accounting, broking, consulting, engineering, law, 

management, real estate, surveying or veterinary science. 

 

Based on the above, both incorporated businesses such as companies, close corporations 

and co-operatives and unincorporated businesses such as sole proprietors and trusts can 

qualify as a micro business (De Koker, 2010). 
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If trade is carried on for less than a full year in any year, the R1 million threshold is 

reduced proportionately (paragraph 2(2) of the Sixth Schedule of the Income Tax Act 

(58/1962)). 

 

Qualifying turnover is the total receipts from the carrying on of business activities during 

the year of assessment. The following amounts are excluded for determining of the         

R1 million threshold: 

• any amounts of a capital nature received from conducting business; and 

• certain amounts that are exempt in terms of normal income tax (paragraph 1 of the 

Sixth Schedule of the Income Tax Act (58/1962)). 

 

For an example, qualifying turnover would only take into account physical receipts, 

therefore amounts outstanding at year-end do not form part of qualifying turnover. 

 

The following are specifically included in taxable turnover: 

• 50% of the receipts on the disposal of certain capital assets; 

• in the case of a company or a close corporation, investment income received, 

excluding dividends received; and 

• certain tax allowances granted in the previous year of assessment that need to be 

added back in the current year (paragraph 6 of the Sixth Schedule of the Income Tax 

Act (58/1962)). 

 

A business is disqualified if any shareholder in the business holds shares or has any 

interest in another company or close corporation. The following investments are, however, 

permitted. Interests in: 

• listed companies; 

• collective investment schemes; 

• body corporate and share block companies; 

• venture capital companies; 

• social or consumer co-operatives of less than 5%; 

• co-operative burial societies or primary savings co-operative bank of less than 5%; 
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• friendly societies; and 

• dormant companies which did not own assets with a market value of more than        

R5,000 during any year of assessment (paragraph 4 of the Sixth Schedule of the 

Income Tax Act (58/1962)) 

 

A personal service provider is defined as a company, among others, where any service is 

rendered on behalf of the company to a client of the company and the service is rendered 

personally by someone who is a connected person to the company, and any one of the 

following criteria is met: 

• the person would be regarded as an employee of such client if the service was 

directly rendered by the person and not on behalf of the company; 

• where these services must be performed mainly at the premises of the client and the 

person or company is subject to supervision of the client as to the manner in which 

the services are to be performed; 

more than 80% of the income of the company during the year of assessment from services 

rendered consist of or is likely to consist of amounts received from any one client of the 

company, except where the company, throughout the year of assessment has employed 

three or more full-time employees involved in the business of the company (De Koker, 

2010). 

 

A labour broker is any individual who provides a client with employees to render a service 

and pays these employees for rendering the service (De Koker, 2010). 

 

Businesses that qualify as a micro-business are taxed as follows on their turnover: 
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Table 3.2: Turnover tax rates 

Turnover Marginal rates (R) 

R0 – R100 000 0% 

R100 001 – R300 000 1% of each R1 above R100 000 

R300 001 – R500 000 R2 000 + 3% of the amount above R300 000 

R500 001 – R750 000 R8 000 + 5% of the amount above R500 000 

R750 001 and above R20 500 +7% of the amount above R750 000 

Source: Section 6 of Appendix 1 of the Taxation Laws Amendment Act (17/2009) 

 

Based on the above, a business that qualifies for turnover tax, with a turnover of R780 000 

will pay a once-off turnover tax of R22 600. 

 

The payments of the turnover tax are made by two interim payments and one final 

payment on assessment. The first return and payment are due within six months from the 

beginning of the year and should be based on 50% of the estimated taxable turnover for 

the year (SARS, 2010:12). 

 

Therefore, if a micro business qualifies to register for turnover tax, only two interim returns 

are necessary and one final return. No other returns are required. 

 

3.2.3 Value-added tax (VAT) 

 

Small South African businesses with taxable supplies (similar to turnover) not exceeding 

R1 million over a 12-month period are not required to register for VAT purposes and will 

therefore not have to submit two-, or four-monthly VAT returns (Section 23(a) of the VAT 

Act, 89/1991). These businesses can still apply for voluntary registration, but then they will 

be obliged to lodge VAT returns (Section 23(3) of the VAT Act (89/1991)). 

 

Some small businesses are allowed to submit VAT returns every four months, instead of 

the normal monthly or two-monthly requirement and small businesses with turnovers of 

less than R2,5 million per year may elect to pay VAT on the cash basis instead of the 

normal accrual basis (Section 15(2)(b)(i) of the VAT Act (89/1991)). 
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3.2.4 Skills development levy (SDL) 

 

A levy of 1% is payable by employers that pay annual salaries, wages and other 

remuneration. Employers with an annual payroll less than R500 000 are exempt from this 

levy (Section 4(b) of the Skills Development Levy Act, 9/1999). 

 

The levy forms part of the funding of education and training of employees and is calculated 

as 1% of the employee’s leviable amount. The leviable amount is more or less equal to the 

earnings of the employee (Section 3(4) of the Skills Development Levy Act, 9/1999). 

 

3.2.5 Payment of tax 

 

There is also relief for smaller businesses with a taxable income of less than R1 million on 

the estimation of their second provisional tax payments (paragraph 19 of the Fourth 

Schedule of the Income Tax Act (58/1962)). 

 

If the business’s taxable income is less than a R1 million, then the second provisional 

payment, which is normally due on the last day of the year of assessment, can be based 

on the lesser of the basic amount or 90% of the actual taxable income for the year 

(paragraph 19 of the Fourth Schedule of the Income Tax Act (58/1962)). 

 

The basic amount is deemed to be that of the taxable income of the latest preceding year 

assessed. If it is not the last year of assessment, then the taxable amount should be 

adjusted with 8% per year for every year before the preceding year of assessment (SARS, 

2010:6). 

 

3.2.6 Venture capital investments 

 

SMEs enterprises in South Africa have traditionally experienced difficulty in accessing 

venture finance to grow their current businesses or in the formation of new business. This 

is due to the lack of expertise in locating potential investors and the business risks 

associated with the sector. In addition, the original purchase price on the acquisition of the 

investment, generally, is not deductable by the purchaser (De Koker, 2010). 
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Section 12J of the Income Tax Act (58/1962) was established to assist SMEs in gaining 

access to capital. The incentive encourages certain companies and individuals to invest in 

approved venture capital companies that will provide finance to SMEs. 

 

In terms of Section 12J(1) of the Income Tax Act (58/1962), a venture capital company is 

defined as a company that has been approved by SARS. 

 

In terms of Section 12(J)(2) of the Income Tax Act (58/1962), a 100% deduction is allowed 

for the amount contributed to the venture capital company. The following are the 

qualification criteria: 

• only natural persons qualify for the deduction. Companies only qualify if the company 

is listed or is part of a “controlled group of companies” of a listed company; 

• the maximum investment in a year of assessment is limited to R750 000 and a 

lifetime limit of R2 250 000. This is replenished by any amounts recouped when an 

investment is sold subsequently; 

• no limit is placed on companies but companies cannot hold more than 40% of the 

shares of the venture capital company; and 

• the venture capital company must be approved by SARS and the investments made 

need to be in “qualifying shares” (De Koker, 2010). 

 

For example, an approved venture capital company would establish a pool of funds, which 

will be invested in “qualifying companies”. The venture company will not only provide 

money, but will also take a measure of control over these investments by appointing 

directors on the board and providing expertise. The venture capital company will not itself 

carry on an active business but will only manage its investments. The venture capital 

company is, however, permitted to invest its temporary liquid capital in, for example, the 

leasing of office space, short-term debt instruments or preference shares (De Koker, 

2010). 

 

The following are the criteria for approval of the venture capital company in terms of 

Section 12J(5) of the Income Tax Act (58/1962): 

• the company needs to be a resident; 
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• the sole objective of the company is to manage its investments; 

• the company has to be an unlisted company; 

• all the tax affairs of the company have to be in good standing with the Tax Authority; 

and 

• the company cannot control any of the companies in which it has an investment. 

 

In terms of Section 12J(1) of the Income Tax Act (58/1962), these approved venture 

capital companies need to invest in “qualifying shares”. A qualifying share is defined as an 

equity share issued by a qualifying company. 

 

A qualifying company is a company with the following characteristics, in terms of Section 

12J(1) of the Income Tax Act (58/1962): 

• the company needs to be a resident; 

• it is not a controlled company as part of a group of companies; 

• all the company’s tax affairs have to be in good standing with the Tax Authority; 

• it is an unlisted company or a junior mining company; 

• it does not carry on any “impermissible trade”; 

• the sum of the company’s investment income does not exceed 20% of its gross 

income for the year of assessment. 

 

To ensure that the venture companies provide finance to the sectors the government 

wishes to encourage, these companies should not carry on an “impermissible trade” as 

defined in Section 12J(1) of the Income Tax Act (58/1962). The term impermissible trade is 

defined as any trade carried on: 

• in respect of immovable property, other than a trade carried on as a hotel keeper; 

• by a bank, a long-term insurer, a short-term insurer and any trade carried on in 

respect of moneylending or hire-purchase financing; 

• in respect of financial or advisory services, including trade in respect of legal 

services, tax advisory services, stockbroking services, management consulting 

services, auditing or accounting services; 
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• in respect of gambling; 

• in respect of liquor, tobacco, arms or ammunition; 

• as a franchisee; and 

• mainly outside the Republic. 

 

The term impermissible trade includes the types of business activities the wealthier sector 

of the economy carries on, for example, auditing, banking, tax and legal services. It also 

includes gambling and the supply of tobacco, the types of businesses that the government 

does not really want to promote (Section 12J(1) of the Income Tax Act (58/1962)). 

 

The investment of the venture capital company in the shares of a qualifying company 

must, within 36 months of approval, total at least R30 million or, where the venture capital 

company invests in a junior mining company, at least R150 million (Section 12J(6A) of the 

Income Tax Act (58/1962)). 

 

There are no other tax benefits for the natural persons or companies apart from the 

deduction of the original investment. The secondary trading of these investments in the 

venture capital companies is permitted but the deduction is only permitted to the original 

subscriber to the shares in the venture capital company. The deduction is, however, 

recouped when the investment is sold (De Koker, 2010). 

 

The relief is offered to the individual or company that makes the investment. The normal 

tax rules apply to the venture capital company and no relief is offered. 

 

3.2.7 Capital gains tax (CGT) 

 

In terms of paragraph 57(1) of the Eighth Schedule of the Income Tax Act (58/1962), no 

CGT is payable on the capital gain or loss on the disposal of “small business assets”. A 

small business is defined as a business of which the market value of all its assets does not 

exceed R5 million on the date of disposal of its assets or interests. 

 

The relief is only available to a natural person and permits that person to disregard any 

capital gain on the disposal of: 
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• an “active business asset” of a small business owned as a sole proprietor;  

• an interest in each of the “active business assets” of a partnership; and 

• an entire direct interest, which consists of at least 10% of the equity of a company 

qualifying as a “small business”, to the extent that the interest relates to “active 

business assets” of the company (paragraph 57(1) of the Eighth Schedule of the 

Income Tax Act (58/1962)). 

 

In paragraph 57(1) of the Eighth Schedule of the Income Tax Act (58/1962), an active 

business asset is defined as: 

• an asset which constitutes immovable property, to the extent that it is used for 

business purposes; and 

• other assets used or held wholly or exclusively for business purposes, 

but excludes: 

• financial instruments; and 

• assets held in the course of carrying on a business mainly to earn income from an 

annuity, rental, foreign exchange gain or royalty or income of a similar nature. 

 

In order for the natural person to qualify for the relief, that person must have held the asset 

or interest for his/her own benefit and for a continuous period of at least five years prior to 

the date of disposal. That person must also have been actively involved in the operations 

of the small business during that period and have attained the age of 55 years or, if 

younger, have disposed of the asset or interest as a result of ill health, other infirmity, 

superannuation or death (paragraph 57(2) of the Eighth Schedule of the Income Tax Act 

(58/1962)). 

 

In addition to the above, all the qualifying gains must be realised within a period of 24 

months (paragraph 57(2) of the Eighth Schedule of the Income Tax Act (58/1962)). For 

example, if a person owns 20% interest in a company and it is disposed of over a period, 

the full 20% needs to be disposed of within a period of 24 months in order for the gain to 

be excluded. 
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A person may qualify for the relief on the disposal of more than one asset, but the sum of 

the amounts that may be disregarded is limited to R750 000 during the person’s lifetime 

(paragraph 57(3) of the Eighth Schedule of the Income Tax Act (58/1962)). 

 

When the person is involved in more than one small business, the assets sold in all these 

businesses can be included in the R750 000 exemption as long as the total market value 

of all these small business assets of all the businesses does not exceed the R5 million 

limit (paragraph 57(5) and 57(6) of the Eighth Schedule of the Income Tax Act (58/1962)). 

 

3.3 TAX RELIEF FOR SMALL BUSINESS IN IRELAND 

 

3.3.1 Income tax 

 

Companies incorporated in Ireland between 14 October 2008 and 31 December 2010 may 

qualify to be exempt from income tax for the first three years of trading. This applies where 

the company’s income tax liability for the year of assessment would otherwise be €40 000 

or less. Partial relief is available where the income tax liability would be between €40 000 

and €60 000 (Irish Taxation Institute, 2010:19). 

 

The above exemption does not apply to the following trades: 

• primary production of agricultural products; 

• processing and marketing of agricultural products; and 

• export-related activities (Irish Taxation Institute, 2010:19). 

 

3.3.2 Payment of tax 

 

Companies with a corporate tax liability of €200 000 or less in the previous year of 

assessment can base their preliminary tax payment, due on the 21st of the month 

preceding the financial year-end, on the following: 

• 100% of the prior year of assessment’s tax liability; or 

• 90% of the actual final liability on assessment (Irish Taxation Institute, 2010:15). 
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The balance is paid on assessment. For companies with a tax liability exceeding €200 000 

in the preceding year of assessment, three payments need to be made. The first payment 

is due after six months from the start of the financial year and should be based on at least 

50% of the previous year’s assessed tax or 45% of the final assessed tax for the year. The 

second payment needs to bring the total tax paid within 90% of the final tax liability and is 

due on the month preceding the financial year-end. The final payment is made on 

assessment (Irish Taxation Institute, 2010:15). 

 

3.3.3 Value-added tax (VAT) 

 

The current thresholds for businesses selling products or services to register for VAT are 

€37 500 per annum on the supply of services and €75 000 per annum on the supply of 

goods. Voluntary registration is also possible if the turnover is below these thresholds 

(Irish Taxation Institute, 2010:12). 

 

There is also an option to register on a cash-receipts basis of accounting. If the registration 

is done on this basis, VAT is payable on cash receipts rather than when the invoices are 

raised. Businesses can only apply for the cash-receipts basis when their annual turnover is 

less than €1 million or 90% of their vatable supplies are from businesses that are not 

registered for VAT (Irish Taxation Institute, 2010:13). 

 

Businesses with total VAT payments for the year less than €3 000, can file six-monthly 

compared with the normal monthly- or bi-monthly returns. Four-monthly returns can be 

filed by businesses with total VAT payments between €3 001 and €14 000 (Irish Taxation 

Institute, 2010:16). 

 

3.3.4 Interest on loans to fund a business 

 

In terms of Section 248 of the Taxes Consolidation Act (39/2007), relief is available for the 

interest paid on a loan made to a business. 

 

The loan can be used for the following: 

• the acquisition of ordinary share capital in: 
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• a company which exists wholly or mainly for the purpose of carrying on a trade; 

or 

• a company whose business consists wholly or mainly of the holding of shares in 

another company; 

• money borrowed to a company and used wholly and exclusively for the purpose of 

trade or for the business of the company; 

• settlement of another loan (Section 248 of the Taxes Consolidation Act, 39/2007). 

 

In terms of Section 248 of the Taxes Consolidation Act (39/2007), relief shall only be 

available if the individual: 

• has a material interest in the company or in a connected company; 

• has worked for the greater part of his/her life in the management or conduct of the 

business of the company or of the connected company; and 

• shows that no capital has been recovered from the company during the period that 

that person was involved in the management of the company or conduct of the 

business of the company or of the connected company. 

 

Interest eligible for relief shall be deducted from or set off against other income in the 

relevant year of assessment. 

 

3.3.5 Business Expansion Scheme (BES) 

 

Tax relief for investment in certain trades is available through the Business Expansion 

Scheme (BES). Tax relief on investments up to a maximum of €150 000 per year up to the 

end of 2013 is available to individual investors. The balance of the relief not claimed during 

a tax year can be carried forward to the following year (Irish Revenue Service, 2008:4a). 

 

In order to qualify for the relief, the investments must be made in companies engaged in 

the following, according to Section 496 of the Taxes Consolidation Act (39/2007): 

• engaged in certain manufacturing; 

•  service; 
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•  tourism; 

•  R&D;  

• plant cultivation activities;  

• in the construction and leasing of advance factories; and 

• in certain music-recording activities. 

 

Some of these activities require prior certification for BES purposes: 

• research and development carried out with a view to carrying out a qualifying trade; 

• tourist traffic undertakings; 

• cultivation of horticulture produce (in greenhouses); 

• music industry (promotion of one new artist); and 

• construction and leasing of an Advance Factory (Irish Revenue Service, 2008:9a). 

 

Investments must be made in the new ordinary share capital of a company and the shares 

should not carry any preferential rights or any condition that would eliminate the investor’s 

risks. The minimum investment by an individual is €250 and the maximum investment in 

any one group or group of companies is €2 million. The maximum investment is subject to 

a maximum of €1,5 million in any one 12-month period (Irish Revenue Service, 2008:4a). 

 

In the case of established companies, the relief offered can be claimed immediately or 

after four months in the case of new companies. If the company is not trading, trading also 

needs to be commenced within two years of the date of issue of the shares. For 

companies involved in the research and development of qualifying trades, trading must 

commence within three years (Irish Revenue Service, 2008:4a). 

 

The shares in the investee company must be held and certain conditions satisfied for a 

minimum period of five years. Other conditions need only be satisfied for three years (Irish 

Revenue Service, 2008:4a). 
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A qualifying investor is an individual who:  

• is resident in the State (Ireland) for the tax year in respect of which the person makes 

the claim;  

• subscribes on own behalf for eligible shares in a qualifying company; and  

• is not for the relevant period, as defined, connected with the company (Irish Revenue 

Service, 2008:5a). 

 

A qualifying company is one which:  

• is a micro, small or medium enterprise in the terms of the European Commission 

definition in force for the relevant period;  

• is incorporated in the State or another European Economic Area (EEA) State;  

• is resident in the State or is resident in another EEA State and carries on business in 

the State through a branch or agency;  

• is not regarded as a firm in difficulty for the purposes of the Community Guidelines on 

State Aid for rescuing and restructuring firms in difficulty;  

• is an unquoted company (except in the case of companies listed on the Irish 

Enterprise Exchange (IEX));  

• is engaged in a qualifying trade or whose business consists of holding shares or 

securities in one or more qualifying subsidiaries; and  

• has its issued share capital fully paid up (Irish Revenue Service, 2008:7a). 

 
 
If the company is wound up or dissolved during the relevant three-year period, the 

company will not cease to be a qualifying company, provided that it has been done for 

bona fide commercial reasons and not part of a scheme to avoid tax (Irish Revenue 

Service, 2008:7a). 

 

3.3.6 Seed capital relief 

 

The Seed Capital Scheme (SCS) works in conjunction with the Business Expansion 

Scheme (BES) and are tax relief inventive schemes. Under the BES, tax relief is received 

for the investment in certain trades, but the SCS provides for a refund on tax already paid 
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by an individual. The refund is available for individuals that set up and take employment in 

a new qualifying business (Irish Revenue Service, 2008:2b). 

 

The SCS relief is offered to employees, unemployed persons or employees that were 

made redundant recently and want to start their own businesses. These employees who 

leave employment and invest in a new business by means of shares, may claim a refund 

of income tax paid during the previous years of assessment (Irish Revenue Service, 

2008:4b). 

 

All income tax paid in the last six years could be claimed as a refund if the investment is 

big enough. All or specific years could be selected. One’s investment must be claimed, 

limited to a maximum of €100 000 and limited to the amount of tax paid, up to the extent of 

one’s income in each year selected. The investment cannot be spread over the different 

years (Irish Revenue Service, 2008:4b). 

 

The refund may be claimed as soon as the new company starts trading. Relief for two 

investments are allowed in the same company within a three-year period (Irish Revenue 

Service, 2008:4b). 

 

If BES relief was received for any of the six years selected, then the relief available is the 

difference between the €100 000 and the amount of relief received under the BES (Irish 

Revenue Service, 2008:4b). 

 

Only pay-as-you-earn-type employment employees are eligible for the scheme. The 

sources of income over the last four tax years immediately before the year in which the 

investment was made, are reviewed. Only the source of income, preceding the year to the 

investment, may come from other sources. In the other years the total non-PAYE income 

should not exceed €25 000 or the PAYE-type income (Irish Revenue Service, 2008:4b). 

 

A full-time employment contract, not later than six months from the date of investment, 

must also be entered into for at least one year as an employee or a director (Irish Revenue 

Service, 2008:4b). 
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At least 15% of the issued capital must be acquired and this percentage needs to be 

maintained for at least one year (Irish Revenue Service, 2008:4b). 

 

The company must be formed with the intention to carry on the following trades: 

• the manufacture of goods; 

•  the operation of certain tourist traffic undertakings; 

•  internationally traded services;  

• certain activities which have the potential to become internationally traded services; 

• the cultivation of mushrooms;  

• the micro-propagation of plants and plant cloning; 

•  the cultivation of horticultural produce in greenhouses; 

• research and development activities, which are undertaken with a view to carrying on 

certain of these qualifying trading operations and which are certified as such by an 

industrial development agency; 

•  commercial research and development activities; 

•  the production, publication, marketing and promotion of a qualifying musical/video 

recording; and 

•  recycling activities in relation to waste material (Irish Revenue Service, 2008:5b). 

 

The SCS forms part of the BES. All the requirements for BES and SCS need to be met in 

order for qualification under SCS (Irish Revenue Service, 2008:7b). 

 

The most important requirements to qualify under the BES are: 

• a maximum of €2 million, up to a maximum of €1.5 million in a 12-month period, can 

be raised under SCS and BES; 

• the shares held as an investment should not carry any preferential right to dividends, 

assets or redemption; 

• the shares must be held for at least five years; 

• no agreement can be entered into to eliminate any risk from the investment; 

• no attempt must be made to pass back the investment; 

 
 
 



 35  

• the company must not be listed and a resident in the State or a resident in the EEA 

with an establishment in the State; 

• the company must be a micro, small or medium enterprise as defined by the 

European Commission; 

• the company must not be a firm in difficulty as defined by the Community Guidelines 

on State Aid; 

• the amounts invested must be used for qualifying trading operations; 

• a minimum of 75% of total income must be from the qualifying trade; and 

• the company cannot control another entity or be controlled by another entity (Irish 

Revenue Service, 2008:7b). 

 

3.3.7 Capital gains tax 

 

Relief is available for individuals over the age of 55 on the disposal of business assets. 

These assets have to be owned for a period of at least 10 years on the date of disposal. 

The relief is limited to assets with proceeds less than €750 000. Despite the name, 

retirement relief can still be available where the individual, after the transfer of the assets, 

remains actively involved in the business (Irish Taxation Institute, 2010:32). 

 

3.4 COMPARISON 

 

3.4.1 Income tax relief for small and medium enterprises 

 

Income tax relief is offered to small businesses in South Africa if they fall within the 

definition of a small business corporation. Relief is offered in the form of lower income tax 

rates and accelerated depreciation allowances for certain assets. Qualifying manufacturing 

assets can be written off in full in the year of purchase and other assets can be written off 

50% in the year of purchase, 30% in the second year and 20% in the third year (De Koker, 

2010). 
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Companies incorporated in Ireland between 14 October 2008 and 31 December 2010 and 

if their income tax liability for the year of assessment would otherwise be €40 000 or less, 

may qualify to be exempt from income tax for the first three years of trading. Partial relief is 

also available where the tax liability is between €40 000 and €60 000. This exemption 

does not apply to companies trading in the primary production, processing and marketing 

of agricultural products and export-related activities (Irish Taxation Institute, 2010:19). 

 

The requirements to qualify as a small business corporation in South Africa are very 

strictly applied. If one of the requirements is not met, the entity will be disqualified and no 

relief will be available. In determining whether a taxpayer qualifies, the particular year of 

assessment under review must be taken into consideration. A taxpayer meeting the 

requirements in one year may not necessarily qualify in subsequent years (Arendse et al., 

2006:14). 

 

The relief offered in South Africa is limited to close corporations, co-operatives or private 

companies. Other forms of businesses such as partnerships and sole proprietors fall 

outside the definition of a small business corporation. 

 

All the shareholders of the small business corporation must at all times during the year be 

natural persons. This excludes bigger businesses making use of this system by splitting 

their operations into smaller components to make use of the relief offered. These individual 

shareholders are also only permitted to have other interests in specific investments.  

 

Another requirement to be met to qualify as a small business corporation is that the 

business cannot perform a ‘personal service’. The services contained in the list are all 

services that would typically be delivered by a professional or by a person that is 

professionally qualified. Examples are accounting, actuarial science, journalism and law. 

This limits the opportunity for most professionals or professionally qualified people to make 

use of the relief. However, there is an exception to the above requirement if the business 

throughout the year of assessment also employs three or more employees who are on a 

full-time basis engaged in the business of that company or close corporation rendering the 

personal service. Most businesses in their start-up phase do no employ people from the 

beginning due to cash constraint or trying to keep overheads as low as possible until the 
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business is making profits. These businesses would typically make use of temporary staff 

or employ staff for limited periods only. The requirement that the three or more employees 

need to be employed on a full-time basis and for the full year of assessment is very strict 

and not all start-ups will qualify. 

 

The relief offered in Ireland is also only limited to companies. No restriction is placed on 

who or what makes up the shareholders of these companies. The relief is, however, 

limited to companies incorporated during a specific period and will end on 31 December 

2010. No income tax is payable by businesses incorporated in the specific period and 

whose tax liability is lower than the €40 000. Certain companies trading in the agricultural 

sector and exports are specifically excluded.  

 

Much stricter requirements need to be met in South Africa compared with Ireland in order 

to qualify for the reliefs offered. The relief offered in both countries is limited to 

incorporated businesses such as companies. No requirements need to be met in Ireland in 

terms of shareholding, number of full-time employees and the list of trades excluded is not 

that extensive. However, the system offered in Ireland only applies to businesses 

incorporated during a specific period. No such requirement needs to be met in South 

Africa. 

 

If all the requirements have been met, no income tax is payable by these businesses in 

Ireland. In South Africa, reduced income tax rates apply up to a certain level of taxable 

income, however, additional relief in South Africa is offered in the form of accelerated 

depreciation allowances.  

 

3.4.2 Payment of tax 

 

Smaller businesses in South Africa with a taxable income of less than R1 million can base 

their second provisional payments (due on the last day of the year of assessment) on the 

lesser of the basic amount or 90% of the actual taxable income for the year (SARS, 

2010:7a). The basic amount is the taxable income for the latest preceding financial year, if 

not the last year of assessment, then 8% should be added for every year before the 

preceding year of assessment (SARS, 2010:6a). 
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Companies in Ireland with a corporate tax liability of €200 000 or less in the previous year 

of assessment can base their preliminary tax payment, due on the 21st of the month 

preceding the financial year-end, on the following: 

• 100% of the prior year of assessment’s tax liability; or 

• 90% of the actual final liability on assessment (Irish Taxation Institute, 2010:15). 

 

Similar relief is offered in South Africa and Ireland. The above reliefs are not really taxation 

relief as such but more from a cash flow and administrative point of view. No detailed 

calculations are required in order to calculate the payments due. The major difference 

between South Africa and Ireland is that the threshold in South Africa is based on taxable 

income compared with tax liability or tax due in Ireland. However, the result of the reliefs is 

the same. 

 

3.4.3 Value-added tax (VAT) 

 

The threshold for small businesses in South Africa to register for VAT is taxable supplies 

of R1 million over a 12-month period. No two-, or four-monthly VAT returns are required if 

not registered. Businesses with a turnover of less than R2.5 million per year may also elect 

to pay VAT on the cash basis instead of the normal invoice or accrual basis. These smaller 

businesses may still apply for voluntary registration, but are then obliged to lodge returns. 

 

The current thresholds for businesses in Ireland selling products or services to register for 

VAT are €37 500 per annum on the supply of services and €75 000 per annum on the 

supply of goods. Businesses with an annual turnover of less than €1 million or 90% of their 

vatable supplies are from non-VAT-registered businesses, can apply for the cash receipt 

basis (Irish Taxation Institute, 2010:12). 

 

Businesses with total VAT payments for the year less than €3 000, can file six-monthly 

compared with the normal monthly- or bi-monthly returns. Four-monthly returns can be 

filed by businesses with total VAT payments between €3 001 and €14 000. (Irish Taxation 

Institute, 2010:16.) 
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It would seem, from the above, that similar relief is offered in South Africa and Ireland. The 

advantage of the relief is not from a taxation or cash flow point of view but more from an 

administrative perspective. If a business falls below the above thresholds and opts not to 

register for VAT, then no returns will have to be submitted or any detailed calculations will 

have to be done. 

 

3.4.4 Turnover tax 

 

South Africa has implemented a simplified tax for smaller businesses whereby only a 

turnover tax is paid instead of all the different categories of taxation such as income tax, 

capital gains tax and secondary tax on companies (SARS, 2010:4b). 

 

The turnover tax is calculated by simply applying a rate to “taxable turnover”. No detailed 

record-keeping is required as compared with the normal comprehensive inclusion and 

reduction rules. It does not only simplify the calculations but also offers relief from an 

administrative perspective (SARS, 2010:4b). 

 

The payments of the turnover tax are made by two interim payments and one final 

payment on assessment. Only two interim returns are necessary and one final return. No 

other returns are required (SARS, 2010:12b). 

 

Unincorporated and incorporated businesses can apply for admission to the turnover tax 

system. However, a business is disqualified if any shareholder in the business holds 

shares or has any interest in another company or close corporation, unless the interest or 

shareholding is permitted as specified, and that all shareholders or partners during the 

year of assessment were natural persons. It is unlikely that a business, trying to enter the 

turnover tax regime, have a complex legal structure and therefore this requirement was 

introduced (De Koker, 2010). 

 

Natural persons that were a “personal service provider” or a “labour broker” during any 

time of the year are also disqualified where an exemption certificate has not been issued 

by SARS (De Koker, 2010). 
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One of the exclusions if an individual wants to enter the turnover tax regime is that the 

person cannot render a “professional service” during any time of the year of assessment. 

A professional service is defined in paragraph 1 of the Income Tax Act (58/1962) and 

includes any service in the field of accounting, broking, consulting, engineering, law, 

management, real estate, surveying or veterinary science. The list can be seen as quite 

extensive, but is in actual fact vague (Willemse, 2010). According to Willemse (2010), this 

is an anti-avoidance measure and these services are normally rendered by more 

sophisticated and higher-income taxpayers, who generate higher profit margins than those 

taxpayers assumed in the original design of this system. 

 

As a result of the vagueness of the definition, this could lead to interpretation problems. It 

seems that if any of these services are rendered to anyone, disregarding any level of 

qualification or accreditation to perform the service, it could be regarded as professional. If 

this is the case, the definition seems to be too wide and too vague (Willemse, 2010). 

 

A registered micro business can disregard any capital gain or capital loss on the disposal 

of immovable property used for business purposes and on any asset used mainly for 

business purposes. The rationale for this capital gains tax relief is that these smaller 

businesses typically do not have substantial capital assets. However, 50% of these gains 

need to be included to the turnover to compensate for the capital gains tax relief. Anti-

avoidance measures have been put in place to prevent abuse of this exclusion. The 

receipts from these disposals cannot exceed R1.5 million over a three-year period. The 

three-year period is the year in which the disposal was made and the two immediately 

preceding years of assessment or the shorter period during which the person was 

registered as a micro business (De Koker, 2010). 

 

The tax payable in terms of the presumptive tax system is that the tax liability is aligned 

with the tax payable under the normal income tax system but on a much more simple 

basis with less administrative and compliance requirements. Even though this is the case, 

the tax burden of these very small businesses at the higher end of the turnover threshold 

is higher than the liability imposed under the normal tax system. These businesses are 

therefore encouraged to migrate or stay under the normal income tax system. The purpose 
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of this system is for businesses not to be permanently trapped under the turnover tax 

system, but to grow and then migrate to the normal tax system (De Koker, 2010). 

 

Another disadvantage of the turnover tax system is that one will still pay tax irrespective if 

one’s business is profitable or not. If the business makes a loss in one year, no assessed 

loss can be carried forward to the next year. The option to be taxed on the turnover tax 

basis is voluntary and once registered under the system, a business has to stay in the 

system for at least three years unless the business is disqualified.  

 

If a business is registered for VAT and apply for admission under the system, that 

business will have to deregister for VAT and no future inputs can be claimed.  

 

No such relief is offered in Ireland. 

 

3.4.5 Investment relief 

 

In general, the original purchase price of an investment is not tax-deductable by the 

purchaser. With the implementation of Section 12J of the Income Tax Act (58/1962), 

incentive is provided for certain companies and individuals in South Africa to invest in 

approved venture capital companies whereby a 100% deduction is allowed for the amount 

contributed to the venture capital company. The investment needs to be in a “qualifying 

share” issued by a “qualifying company”. These terms are very strictly defined in the 

section. The sectors in which these “qualifying companies” can operate are also defined 

and it should not be operating in a sector which is “impermissible trades” as defined (De 

Koker, 2010). 

 

The maximum deduction for an individual is limited to R750 000 in a year of assessment 

and a lifetime limit of R2 250 000. This is replenished by any amounts recouped when an 

investment is sold subsequently (De Koker, 2010). 

 

The investment of the venture capital company must, within 36 months of approval, total at 

least R30 million or if invested in a junior mining company, at least R150 million. Although 

these investments can be traded, the deduction is only permitted for the original subscriber 
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to the shares. The deduction is, however, recouped when the investment is sold (De 

Koker, 2010). 

 

Relief in Ireland for investment in certain trades is available through the Business 

Expansion Scheme (BES). Relief for up to a maximum of €150 000 per year up to 2013 is 

available to individual investors. The balance not claimed during a tax year can be carried 

forward to the following year. The investment is also limited to certain trades as specified 

or certain of the activities require prior certification (Irish Revenue Services, 2008:4a). 

 

The minimum investment should be €250 and the maximum investments in any one group 

or group of companies are €2 million. The maximum investment is limited to €1,5 million in 

any 12-month period (Irish Revenue Services, 2008:4a). 

 

The relief offered in terms of the BES, is for the individual that makes the investment in the 

equity of the company. No relief is offered for the company in which the investment is 

made. The equity investment needs to be held for at least five years if the full benefit of the 

relief wants to be retained. The requirements to qualify as a “qualifying investor” need to 

be met for a period of five years. The conditions that need to be met in order to qualify as a 

“qualifying company”, need to be met for a period of three years from the issue of the 

shares. The company needs to trade commercially in order to generate profits. The shares 

in the company can only be traded at the market value and if these conditions are not met 

for the prescribed periods, the relief will no longer be due or can be withdrawn (Kelly, 

2010). 

 

The BES is only limited to certain trades. Investments can be made directly in the issued 

capital of a company or through an approved BES fund. 

 

The relief offered in terms of venture capital companies in South Africa are limited to 

individuals and listed companies. The relief offered in Ireland in terms of the BES is only 

limited to individuals.  

 

Relief under the current BES system will only qualify if the investment is made before the 

end of 2013. There is no deadline on the venture capital relief in South Africa as it stands 
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at the moment. Both of these schemes have limits in a specific year of assessment and 

lifetime limits. 

 

The requirements to qualify for a venture capital company are extremely onerous. These 

requirements would possibly seem to be too narrow and that not a lot of businesses would 

qualify for the relief offered (Steenkamp, 2010). According to the Irish Revenue 

Commissioner, a total of 1 654 investors invested €38.4 million in companies through the 

BES in 2005 (FDC Group, 2010). This shows that the requirements under the BES system 

are not that strict. The relief offered in terms of the venture capital companies was only 

implemented in 2009 and is still in its very early stage. 

 

A venture capital company cannot hold a controlling interest in the qualifying company. 

This might discourage investment as the venture capital company would wish to exercise 

some measure of control based on the investment made and to protect the investment 

(Steenkamp, 2010). No such requirements exist under the BES. 

 

Under the BES, the shares in the investee company need to be kept for a minimum period 

of five years in order to qualify for the relief. No such condition exists under the relief 

offered in South Africa except that the investment of the venture capital company in the 

equity of the qualifying company must, within 36 months, total at least R30 million or R150 

million if the investment is in a junior mining company. 

 

In order to qualify as a qualifying company under the BES, the company needs to be a 

micro, small or medium enterprise within the European Commission. That is a business 

with fewer than 250 employees, having a turnover not exceeding €20 million and/or a 

balance sheet total of €10 million and ownership of not more than 25% by a large firm 

(OECD, 1996:7). There is no requirement in terms of size in South Africa in order to qualify 

for a venture capital company, except that the company needs to be unlisted. 

 

Only South African resident companies can apply to qualify as qualifying companies. The 

BES in Ireland also allows companies incorporated in another EEA state or being 

residents in another EEA state and carrying on business in Ireland through a branch or 
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agency. This could also limit the number of companies that could be admitted in South 

Africa.  

 

Ireland also has the Seed Capital Scheme (SCS), which works in conjunction with the 

BES. The SCS provides for a refund on tax already paid by an individual. The refund is 

available for individuals that set up and take employment in a new qualifying business 

(Irish Revenue Service, 2008:2b). 

 

The SCS is offered to employees, unemployed persons or employees that were made 

redundant recently and want to start their own businesses. A refund of income tax 

previously paid may be claimed by such a person investing in a new business by means of 

shares. Dependent on the size of the business, all income tax paid could be claimed for 

the last six years. All or specific years could be selected. The investment claimed must be 

limited to a maximum of €100 000 and limited to the tax paid in each year selected. The 

investment claimed is limited to a one-year of assessment and cannot be spread over 

different years. More than one investment in a year can be claimed (Irish Revenue 

Service, 2008:4b). 

 

If BES relief was received for any of the six years selected, then the relief available is  

€100 000 and the relief received under the BES (Irish Revenue Service, 2008:4b). 

 

Only PAYE-type employees are eligible for the relief and the last four years are reviewed. 

Only income in the preceding year to the investment may come from other sources. In the 

other years, the total non-PAYE income should not exceed €25 000 or the PAYE-type 

income. A full-time employment contract must also be entered into for at least a year (Irish 

Revenue Service, 2008:4b). 

 

At least 15% of the issued capital must be acquired and has to be maintained for at least a 

year. The company, in which the investment is made, should also be formed with the 

intention to trade in specific trades as defined. The SCS is part of the BES and all 

requirements for BES need to be met as well (Irish Revenue Service, 2008:4b). 

 

No such relief is offered in South Africa. 
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3.4.6 Skills development levy  

 

Businesses with a payroll of less than R500 000 are exempt from paying the 1% SDL levy 

on the leviable number of employees (Section 4(b) of the Skills Development Levy Act, 

9/1999). 

 

No such relief is available in Ireland. 

 

3.4.7 Capital gains tax 

 

CGT relief is available in South Africa for small businesses on the disposal of their small 

business assets. The relief is only available to natural persons. These assets include 

assets which constitute immovable property, to the extent that it is used for business 

purposes and other assets used wholly or exclusively for business purposes. Certain 

assets such as financial instruments and certain assets held in the course of carrying on a 

business mainly to earn income from among other annuities are specifically excluded (De 

Koker, 2010).  

 

The asset or interest in another business must have been held directly by that person and 

for his/her own benefit. The person also had to own the asset for a continuous period of 

five years prior to the disposal of the asset. Furthermore, the person had to be actively 

involved in the operation of such small businesses during this period. Only persons above 

the age of 55 or, if younger, who had to dispose of these assets due to ill health, other 

infirmity, superannuation or death qualify for the relief (De Koker, 2010).  

 

The total sum of capital gains to be disregarded is limited to R750 000 during a person’s 

lifetime and the market value of all the business assets of all the small businesses should 

not exceed R5 million (De Koker, 2010). 

 

Relief in Ireland is available for individuals over the age of 55 on the disposal of business 

assets. These assets have to be owned for a period of at least 10 years on the date of 

disposal. The relief is limited to assets with proceeds less than €750 000 (Irish Taxation 

Institute, 2010:32). 
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The relief in South Africa makes provision for individuals over the age of 55, or if younger, 

who had to dispose of these assets due to ill health, other infirmity, superannuation or 

death. The relief offered in Ireland is only limited to individuals over the age of 55 and not 

for health or other reasons. However, the relief in South Africa is only limited to small 

business assets. Furthermore, the assets in Ireland need to be held for a period of at least 

10 years compared with only five years in South Africa. 

 

Relief is also offered on CGT in South Africa for companies that enter the turnover tax 

system (see 4.2.4 for turnover tax). These companies do not have to pay CGT on the 

disposal of capital assets but 50% of these receipts need to be included in taxable 

turnover. 

 

3.4.8 Interest on loans to fund a business 

 

In terms of Section 248 of the Taxes Consolidation Act (39/2007), individuals in Ireland 

can claim a deduction for interest paid on a loan made to a business. The loan can be 

used to acquire shares in the company, to lend money to the company for the purposes of 

trade or for business of the company or to settle another loan. 

 

The relief shall only be available if the individual has a material interest in the company or 

a connected company has been involved in the management and conduct of the company 

for a greater part of his/her life and the individual shows that no capital has been 

recovered from the company during this time (Section 248 of the Taxes Consolidation Act 

(39/2007)). 

 

The interest eligible for the relief shall be deducted from or set off against other income in 

the relevant year of assessment (Section 248 of the Taxes Consolidation Act (39/2007)). 

 

No such relief is available in South Africa. 
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3.5 CONCLUSION 

 

There are different types of reliefs offered to small businesses in South Africa and Ireland. 

What exactly these reliefs entail and what is required to qualify for the reliefs offered have 

been discussed in this chapter. More importantly is how these reliefs compare in principle, 

firstly, and secondly, what are the requirements in order to qualify for the relief. The 

following chapter summarises the differences between the reliefs offered and the 

differences between the qualifying criteria where the reliefs are the same in principle. 
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CHAPTER 4 

 

OVERVIEW OF THE TAXATION RELIEF AVAILABLE FOR SMALL AND 

MEDIUM ENTERPRISES IN SOUTH AFRICA AND IRELAND 

 

4.1 INTRODUCTION 

 

The objective of this study was to critically analyse the secondary literature in order to 

establish the theoretical construct and to critically compare the tax reliefs available for 

SMMEs in South Africa and Ireland. This chapter will summarise what has been found in 

the previous chapter and will highlight the areas of taxation where similar relief is offered in 

South Africa and Ireland, but more importantly it will focus on the areas where there are 

differences in the reliefs offered. It will also specify possible areas for future research. 

 

4.2 RESEARCH PURPOSE AND OBJECTIVE 

 

The main purpose of the study was a comparative study of the taxation relief measures for 

SMMEs in South Africa and Ireland. This has been done in section 3.4. 

 

The research objectives were 

• to critically analyse the secondary literature on the topic in order to establish the 

theoretical construct of this study. This was done in Chapter 2; and 

• to compare the tax relief measures for SMMEs in South Africa and Ireland using the 

theoretical framework as underpin. This was done in Chapter 3. 

 

4.3 CONCLUSION 

 

The taxation reliefs offered for small business in South Africa and Ireland were compared 

in this study. Some of the reliefs offered in South Africa compare well with what is on offer 

in Ireland but it just seems that the requirements for some of these reliefs offered in South 
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Africa are too strictly applied or the requirements are too onerous for example to qualify as 

a small business corporation or a venture capital company.  

 

Similar relief is offered for SMEs in South Africa and Ireland for VAT, CGT and the 

payment of provisional tax. 

 

One of the requirements to qualify for a small business corporation is that the entity cannot 

perform a “personal service” if the entity did not have three or more full-time employees 

involved in the business of that entity for the full year. A similar requirement needs to be 

met to enter the turnover tax system in that the business cannot perform a “professional 

service”. These definitions are too wide and too vague and they limit the number of 

businesses that can actually benefit through the two reliefs offered. 

 

The turnover tax and the SDL reliefs offered in South Africa are not available in Ireland.  

 

The BES offered in Ireland has been running in Ireland since 1984 and has been changed 

over the years to what the scheme offers currently. Many of the companies in Ireland have 

benefited from this scheme over the years. The venture capital company relief was only 

implemented during 2009 but the requirements in order to qualify as a venture capital 

company are very strict and onerous. The legislations as they stand at the moment just 

seem too strict and too wide for companies to benefit out from the relief. 

 

Apart from the BES, Ireland offers relief through the SCS. No such relief is available in 

South Africa. The government and SARS could look at implementing and developing 

similar relief in South Africa.  

 

Ireland also offers relief to individuals in the form of a deduction for interest to fund a 

business. No similar relief is offered in South Africa. 
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4.4 SUMMARY OF CONTRIBUTIONS OF THIS STUDY 

 

The main contribution of this study is that areas have been identified where additional 

relief could be offered to small business in South Africa. The first area identified is to give 

relief in the form of refunds of taxes paid in the past on investments made in new 

businesses similar to the SCS relief offered in Ireland. 

 

The second area identified for additional relief is the deduction of interest on loans to fund 

a business.  

 

Additional to the areas mentioned above, the study also contributes by the identification of 

requirements in relief already offered in South Africa, which are too strict or too onerous 

compared with the relief offered in Ireland. These requirements include the “personal 

service” and “professional service” requirements to qualify as a small business corporation 

or conditions to qualify for turnover tax. The requirements in order to qualify as a venture 

capital company are also too strict compared with the BES in Ireland and some of these 

requirements should possibly be relaxed. 

 

4.5 SUGGESTIONS FOR FURTHER RESEARCH 

 

From the above, it is clear that there is no standard definition of small and medium 

businesses from a South African economic perspective. The research could formalise a 

standard definition of SMEs. 

 

Additional research could also be done to compare the tax relief offered to SMEs in South 

Africa with those of other countries. This could be summarised and then all the areas could 

be identified and critically compared to identify possible additional areas where relief could 

be offered in South Africa. 
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