WORKFORCE TRANSFORMATION IN THE FINANCIAL SERVICES SECTOR

BY ANDREW LEVY 

“The true measure of a nation’s wealth lies in its human resource”

(Source unknown)

While the need for transformation in South Africa is obvious in terms of both the economic and the political reality, it is by no means universally accepted. The role of business in this transformation is vital, and arguably, commerce and industry are the best placed of all groups in South Africa to further, or thwart, such transformation.

Transformation however, implies a cost for business, and this cost has, all other things being equal, to be considered in line with all of those other costs that compete for the funds available in the business, or which reduce the margin of profit. This, however, need not be the case, as finance is available through the mechanism of the skills development initiative. 

But why should one transform a business that is running successfully? Even the most superficial understanding of the political and economic arithmetic in Africa should be sufficient to show that in terms of almost any business, the future growth, customer, and skills base lies with the majority of the population. It is clear that the majority of the larger public companies that drive the economy understand this, and by and large, are on the road to ‘transformation’ – in itself, an unfortunate term for what is really a natural and evolutionary process.

However, the task will take far longer than most anticipate: it takes years to make fundamental shifts in the skills profile of the labour supply. Macro interventions of this nature are measured in generations, not on a year-to-year change in the numbers of women or blacks in management.

However, luckily for individual firms, they are not dealing in a macro world, but rather, looking at their own circumstances, and here, the short-term return can be far greater. It is rather like the old conundrum of how do you eat an elephant. Seen on a national, or even a sectoral basis, the task of upskilling the supply of labour seems to be impossible, but add together, the steps taken by thousands of small employers, and we will find ourselves well down the path of evolving the post-apartheid economy, and on the road to the Promised Land. We still face prodigious problems, both sectorally and nationally.

The Financial Services Sector, comprising Banking, Insurance, Accounting and Financial Services lies at the heart of the South African economy. Its contribution to GDP is staggering, and it’s economic clout is awesome. It is, however, a relatively small contributor to overall employment numbers, as the sector is driven by intellectual property, and the sector is also, highly flexible in its capital structure. 

The capital/labour interchangeability is relatively easy, and the ratio of employment cost to GDP contribution is particularly high. Simply put, installing a new computer and software and replacing a clerk is quicker, cheaper and easier than retooling an entire factory to make a new product line, however, a mine cannot change the nature of its business or basic capital infrastructure at all. New technology demands new, and inevitably greater skills, and this, for the sector at least, is the sharp end of skills development.

One of the most noteworthy structural features of the sector is the heavily skewed distribution of size of undertaking, and this creates a very real difficulty that needs to be overcome. Structurally, the financial industry cannot really be considered a homogeneous entity. In reality, there are two sectors. The dominant being the small proportion of large and super large employers who between them preside over the majority of the employment numbers, and the balance being the myriad of geographically diverse enterprises from single owner/proprietors to two or three employee enterprises, that are scattered through every city, town and dorpie across the land. It is therefore incorrect to speak of one sector, and the general observations applied to the super large are demonstrably untrue for the small. If the proposition is accepted, the bigger employers can, and do, look after themselves. We now face, not a problem of skills development, in balance of the sector, but a problem in product design, marketing, and logistics. 

How do we design, market and deliver a skills development package to the Insurance Broker in Koppies, the Accountant in Belfast, or the Micro-Financier in Leeu-Gamka? Incidentally, there is far more potential for job creation and growth in employment numbers amongst the smaller undertakings, for in reality, the super large employers are likely, at best to hold employment steady, but more probably to shrink numbers.

Why should the smaller firm train? Simply, because it will pay them to do so. 

It will pay them in two ways – increased efficiency, and subsidies for the training.

The economics of education are fairly simple. There is a positive correlation between education, skill and earning capacity. Better-trained workers are more productive, and contribute more. In ‘economist-speak’, their marginal revenue product is higher. They make a greater contribution, and therefore, can be paid more (this also has something to do with technological progress – one operator with a computer is worth ten people with shovels, or five clerks with quill pens). However, if we have an oversupply of ‘shovelers’, and an undersupply of ‘computerers’ (what economists call structural unemployment), then this scarcity drives up wages, creates skills shortages and strangles growth al

Conversely, rising wages increase the disposable income of workers, and the overall standard of living rises. Incidentally, ‘education’, economically is a consumer good. The more disposable income you have, the more education you will buy, it feeds back into skills supply, and we grow more prosperous. Whilst it may seem simple, this is the lesson of economic history in the West since the Industrial Revolution. 

Another thing that economic history teaches us, is that self-interest tends to work better than central planning. We have the componentry, all we have to do now, is to design and fabricate the package, market it to our target (small firms – remember), and sit back and become prosperous.

The building blocks include the funding to subsidise training and skills development, as well as the know-how available from the SETA’s.  Concepts such as the employer being paid to take a learner on board and ‘show them’ how, is  -an idea that has worked well since the Middle Ages.

If the greater part of the financial risk of hiring an additional employee is removed by the ‘learnership’, and the cost of the training can be met by the grants and tax incentives, the net result is a more productive, more flexible and more highly skilled worker. Then the benefits for the individual employer are obvious.

Despite this, there may still be some who remain unconvinced. Perhaps they need more encouragement. If it is true to say that the relative cost of training for the small employer is larger, in every respect than the large employer, then we ought to reimburse an amount greater than the cost of the trainer and the trainee. Delivery problems can be overcome by providing learner controlled web-based programmes, and there could be a scheme to provide additional computers for employers who will use them for training in IT and other skills – let them use them for their own business when they are not training.

Enough said. It is not for me to complete the task. That is the challenge for the employers and their SETAs, but, hopefully, there will be a road map and an incentive to turn our human potential into an actual – for the benefit of all.

Disclaimer: Views expressed in the article do not necessarily reflect the views of Bankseta, Fasset or Inseta.

� This article is based on a more formal examination of the issue of skills development and transformation in the Financial Sector,. More information can be found at � HYPERLINK "http://www.bankseta.org.za" ��www.bankseta.org.za�, � HYPERLINK "http://www.fasset.org.za" ��www.fasset.org.za� and � HYPERLINK "http://www.inseta.org.za" ��www.inseta.org.za�.
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