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INTRODUCTION TO SKILLS DEVELOPMENT
A skilled workforce is one of the most important elements enabling economic growth.  If we look at some of the leading countries such as the USA and Japan, who spend 5 or more of their payroll on training, and compare this with the 1.3% spent in South Africa in 2000 (Rainbow SA), we realise why the government decided to create an initiative for companies to spend more on training.   The Skills Development Levy Act was passed in 1999 to finance skills development programmes by way of a compulsory levy system.  According to the Labour Market Review the average expenditure on training rose to 2.1% by 2002.  
Based on the Skills Development Levy Act, every employer that has an annual payroll that exceeds the threshold has to pay a 1% levy.  The payroll threshold is currently set at R500 000.  

The funds received are being used to build the skills of our current workforce as well as unemployed individuals - people who can make a valuable contribution when provided with the required education and training.

20% of the levy paid is distributed to the National Skills Fund (NSF).  This fund is used to address significant national skills priorities and fund strategic projects, social development initiatives, innovation and research, and a bursary programme to support students to study in areas of scarce skills.  The NSF is administrated by the Department of Labour.  
The remaining 80% of the levy paid is received by the Sector Training and Education Authority (SETA). 10% of the levy may be retained by the SETA to fund its administration expenses.  In the 2008 financial year the employer may claim back up to 70% of the remaining funding through a mandatory (50%) and discretionary grant (20%). Unclaimed levies may be used to support the skills shortages in the sector.
The Mandatory Grant can be claimed back if a company has implemented training during the course of the year and submits a Workplace Skills Plan (WSP) and an Annual Training Report (ATR).  A WSP outlines the planned training for the period 1 April – 31 March and an ATR provides information on the training that took place 1 April – 31 March the previous year.  The document has to be submitted by 30 June every year.  

The remaining 20% is used to fund strategic interventions and is referred to as a discretionary grant.  Fasset, for example, allows companies to claim back the rand value of what they spent on strategic skills priority areas.  The company’s claim can however not exceed the 20% of their SDL contribution.  Fasset refers to this grant as a Strategic Cash Grant.
It is the role of the Skills Development Facilitator (SDF) to stay abreast of grants and other initiatives implemented by the Seta.  These initiatives are put in place to reward companies who train to combat the current skills shortage.   
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