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1.0
INTRODUCTION

Fasset, the seta for financial and accounting services, hereby submits comment on the economic research proposal regarding the renewal of setas', as published in the Government Gazette of 8 October 2004. The content of this submission has been prepared by a sub committee appointed by the Management Board of Fasset and represents the views and concerns raised by this stakeholder representative body.

This submission replaces the document that was submitted to the NSA on 21 September 2004. Due to the limited time allowed for comments on the original document Fasset were not able to apply their mind fully to the impact that the research findings would have on the future of the seta but now with more time having been allowed, this has been done. This submission does not deviate in any way from the principles contained in the first submission but rather expands and elaborates on our position with regard to the findings contained in the research.

Before evaluating the research document itself we wish to point out our concern with regard to the process that is being followed in terms of finalizing the seta landscape for the next 5 years. Fasset have only been mandated to continue operating until 20 March 2005, which is less than 5 months away, and due to the lack of clarity with regard to the future of the seta this is having a negative impact on planning going forward. We are unable to finalise our Sector Skills Plan (SSP) for the next 5 years, complete our Business Plan for 2005 to 2006 due to, both the lack of finalisation of the seta landscape as well as the NSDS targets and to provide clarity and confirmation to the full time employees of the seta with regard to the future of Fasset. All of the above are of great concern in that they are not only impacting on our ability to plan for the upcoming period but also have an impact on the morale and productivity levels of our staff and ongoing commitment from our stakeholders due to the uncertainty with regard to the future.

We therefore request that finality on this matter be reached as soon as possible so that the necessary plans and processes can be put in place before the start of the new year and that Fasset can continue to service our stakeholders in the professional and supportive way that we have done in the past.

1.1
DOL RECOMMENDATION

Before addressing the research itself we would like it to be noted that based on DoL’s assessment of Fasset’s performance it has been recommended that Fasset be recertified as per its current seta coverage. 

Notwithstanding the errors that have been identified in the source documents on which this recommendation was made and, on which we have provided corrected information to DoL, we would concur with this view. Based on the performance of Fasset to date we believe that the seta should be allowed to continue in its present form. We are not aware of any underlying structural or procedural issues that would impact in any way on the future performance of Fasset and therefore believe that based on past performance future performance can be maintained if not improved upon.

It is our belief that the past performance of the seta should be given serious consideration when deciding on the future seta landscape and trust that the NSA will be basing any recommendations to the Minister on all information available to them, including the DoL evaluations and not just on the research that has been conducted. It is for this reason that we have included this reference in our submission and trust that if the NSA has any queries with regard to the evaluation that has been undertaken into our past performance that we will be given an opportunity to respond accordingly. 

1.2
ECONOMIC RESEARCH 

As stakeholders DoL has informed us that an economic research study was commissioned to look into the future landscape of the South African economy and how setas should ultimately be aligned to this envisaged development. Having studied the research report we note that the objective of the study was indeed to align setas’ with the economic demarcations of the broader economy and to propose solutions based on this premise but, that at no time, was the functioning of the current setas looked at or even considered. This we believe is a shortcoming in the objectives of the study itself if the conclusions drawn are to be used for a totally unaligned purpose of deciding setas futures based on past performance needs of the stakeholders and learners in the various sectors and delivery to date.  

Furthermore, based on the objectives of the study we note that one of the objectives was “To ensure that the demarcation of setas is based on economic sectors and promotes economic growth and social development.” 

Whilst the principle of the objective itself is sound we, as stakeholders of Fasset, request clarity on this objective as it appears to indicate that the decision for mergers was made before the study was commissioned as opposed to our understanding of the research which was to see whether there was evidence for mergers to be considered. If the former is indeed the case then we are concerned that the conclusions reached speak directly to the objectives set without examining the need for mergers themselves.

With regard to the literature review that was conducted we note the absence of the Financial Sector Charter from the review and encourage the NSA to consider the impact of this Charter, as well as the Chartered Accountants Charter that is currently being drafted, on the proposed merger of the financial services setas before reaching a final recommendation.

With regard to the report’s findings into the financial services sector in particular we would like to take this opportunity to raise what we believe are a number of contradictory findings:

· The identification of the increase in the regulatory compliance requirements of business is indeed true and this will lead to an increase in the demand for accountants and auditors. The assumption that this demand will be within the Fasset sector is however questionable as research has shown that the majority of accountants and auditors, whilst trained in the sector, are ultimately employed outside of the sector. It is therefore important to note that the demand for training in these specialist disciplines is indeed growing but that employment opportunities often exist outside of the sector in which the training is undertaken. A larger seta would not positively effect this demand in any way and could in fact have the opposite effect in that the needs of a specific sub-sector, which is small in number compared to other sub-sector groupings, could well be overlooked.

· The identification of the need for more highly skilled professionals within the sector is in line with the findings of Fasset’s research and which has been documented in the SSP for the next 5 years. It is however of concern that this need is directly linked to a conclusion that mergers will automatically streamline skills development and create skills ladders. Research has shown that as people progress up the career ladder more and more diverse and specialized training is needed as opposed to generic training. This is evidenced by an example where the training of Chartered Accountants is decidedly different to the training of Asset Managers. Our concern with this recommendation would therefore be that the merger would not achieve the desired outcome but could possibly achieve the opposite effect where the individual training needs at specialist level become lost in a larger seta that is looking for synergies as opposed to meeting specific needs.

· Networking of training institutions and service providers is currently facilitated through the individual seta’s and, due to the diverse skills needs of the 3 sectors coupled with the fact that we work together when and if necessary, we do not believe that this outcome will be effected any more beneficially than is currently the case.

· Networking within the professional arena is currently done through professional body structures and it is questionable as to whether the setas could perform this role to a much larger degree than they are currently doing regardless of the size of the seta.

· The appropriateness of the skills of the labour force are currently addressed through the SSP, which is drafted based on solid research and input from the stakeholders in the sector. We doubt whether the outcome of the merger will lead to better identification of skills needs or the demand and supply of labour in the sector. The requirements, particularly at the high skills level, which is where the shortage has been identified, are sub-sectoral, let alone sector specific and as such a larger seta would not address this matter as the SSP would still need to filter down to a sub sector level.   

Based on Fasset research, which was conducted as part of the sector skills planning process, there is clear evidence that the stakeholders within the sector support the current composition of the seta and are in agreement with the strategic direction that will be implemented over the next 5 years with regard to the training and skills development needs that have been identified.

It is our understanding, having considered the report, that whilst it shows an economic clustering argument it does not show from a skills development perspective, any additional benefits or economies of scale from a merger other than those that are currently being realised. Furthermore there is no evidence that an assessment has been undertaken of the current seta landscape and the fact that a number of the possible benefits that are being raised might well have been addressed through the MoU’s that exist and the use of Learnerships across setas.

MoU’s are currently in place between Fasset, Bankseta and Inseta to ensure the smooth operation of Learnerships across the setas. Identified areas of synergy have been found in the past and will continue to be in the future and, when these arise, joint initiatives are implemented by the 3 setas concerned. An example of this is the Proatia seminars that were run jointly. The setas are therefore well placed to implement joint initiatives when required but still within a framework of being able to meet the needs of their individual constituencies on an ongoing basis.

We therefore are unable to find any reasons why the gaps that have been identified in the research cannot be addressed through the current seta configurations and implore the NSA to explore the current working relationships that exist between the setas concerned before making a final recommendation.   

2.0
STAKEHOLDER ASSESSMENT OF THE PROPOSAL

A number of matters have been identified by the stakeholders that mitigate against the merging of the setas. The Management Board of Fasset at their meeting held on 9 September 2004 supported this view unanimously. These include:

i) Fasset is currently performing well, is meeting all of the NSDS targets, as well as sector specific targets, and, is economically viable and able to provide services of a high quality within the 10% administrative limit

ii) There would be no obvious economies of scale realized through a merger. This is due to the business model currently implemented by the 3 setas and the fact that Fasset only employs 16 staff the majority of which would need to be retained in a bigger seta. In fact it is more than likely that additional staff at a managerial level would be needed in order to facilitate the management of a larger organization 
iii) In the first year of a merger it is also envisaged that additional funds, over and above the 10%, would be required in order to facilitate the change process. A preliminary costing exercise has revealed that this cost would be approximately R10 million

iv) During any merger process delivery is always affected and it is anticipated that between 18 and 24 months would be needed before the new seta could become fully functional at the level at which the 3 independent setas are now operating. This estimate is based on the time it took for the setas to become fully functional when they were first established
v) Professional bodies, who represent employees who are not currently unionised in the sector could loose representation and this will mean that a large portion of the employees within the Fasset sector do not have a voice

vi) SMME’s, who currently make up the majority of employers within Fasset would become a minority within the new seta and could stand to loose out on having their skills development needs met and heard

vii) The Fasset Learnership model is currently driven through the partnerships that have been developed with professional bodies and the quality assurance agency arrangements that exist. This model is unique to Fasset and the synergies achieved through this partnership could well be lost in a new seta where the model would not necessarily apply going forward. If this were the case the employability of learners, once qualified, and the maintenance of international standards could well be affected

viii) One of the reasons communicated to us for the merger is that the Financial Services Charter covers all three setas and that it is important to ensure that synergies exist between the Charter and the seta initiative. It is firstly important to point out that only a small number of the Fasset members are covered by the Charter and that the vast majority do not fall within the ambit of the Charter requirements. The Fasset sector is more likely to be impacted on by the proposed Chartered Accountants Charter. This proposed Charter is also likely to cut across more than one seta and a merger would not necessarily address the alignment issue raised. It is our view that it would be more appropriate to align Charter imperatives with seta initiative than to try and merge setas that might fall within the ambit of one or more Charters

ix) Evidence has shown that big setas are not always in a position to perform better than smaller setas and in some instances bigger setas have in fact been hampered by their very diversity. Based on the economic research done it has been indicated that the financial services sector is the biggest sector in the economy and the mere size of the new seta might, in itself, mitigate against achieving the objectives of the various stakeholder groupings that are currently being catered for. The research itself confirms this possibility by proposing that Merseta be split into 2 due to the size and complexity of the current configuration and the fact that the seta cannot services the needs of the diverse stakeholder groupings 

x) Finally, it would be remiss of us not to point out our concern with regard to the fact that the seta management and staff have not been consulted in this process and that they have not been given the opportunity to express their views. We understand that the seta’s performance has been assessed through the reports that have been submitted but, as an important stakeholder grouping within the seta environment, it is our belief that the views of the staff should, at the very least, be given an opportunity to be heard.

3.0
PERFORMANCE OF THE SETA TO DATE

As stakeholders of Fasset and the main force for implementing skills development within the sector we are proud of the achievements that we have reached to date. We believe that it is important to highlight the commitment of all stakeholders as evidenced by the tables below. These tables show that all stakeholder groupings within Fasset are committed to skills development and that the achievements of Fasset are indeed an achievement of all of us. We question the validity of merging a seta that has not only performed well to date but that has also got participation by, and commitment from, the current stakeholder groupings.

NSDS Objective 1: 


Developing a culture of high quality life long learning and fostering skills development for high quality jobs.

	
	NSDS Target
	2000/2001 Achievement
	2001/2002 Achievement
	2002/2003 Achievement
	2003/2004 Achievement

	1.1
	By March 2005, 70% of all workers have at least a Level One qualification on the National Qualifications Framework (NQF)
	Not Available
	85%
	97%


	97%

	1.2
	By March 2005, a minimum of 15% of workers to have embarked on a structured learning programme, of whom at least 50% have completed their programme satisfactorily
	10%
	10%
	78%
	78%

	1.3
	By March 2005, an average of 20 enterprises per sector (to include large, medium and small firms), and at least five national government departments, to be committed to, or to have achieved, an agreed national standard for enterprise-based, people development
	Not Applicable
	1 organisations committed
	2  organisations committed
	14 organisations committed


NSDS Objective 2:


Fostering skills development in the formal economy for productivity and employment growth.

	
	NSDS Target
	2000/2001 Achievement
	2001/2002 Achievement
	2002/2003 Achievement
	2003/2004 Achievement

	2.1
	2.1 By March 2005, 75% of enterprises with more than 150 workers are receiving skills development grants and the contributions towards productivity and employer and employee benefits are measured


	75%
	85%
	87 %
	88%

	2.2
	2.2 By March 2005, at least 40% of enterprises employing between 50 and 150 workers are receiving skills development grants, and the contributions towards productivity and employer and employee benefits are measured


	10%
	25%
	56%
	40%

	2.3
	2.3 By March 2005, learnerships are available to workers in every sector


	10 Learnerships
	13 Learnerships
	14 Learnerships
	19 Learnerships

	2.4
	By March 2005, all government departments assess and report on budgeted expenditure for skills development relevant to the Public Service, Sector and Departmental priorities
	1
	4
	7
	12


NSDS Objective 3: 


Stimulating and supporting skills development in Small, Medium, Micro Enterprises (SMMEs).

	
	NSDS Target
	2000/2001 Achievement
	2001/2002 Achievement
	2002/2003 Achievement
	2003/2004 Achievement

	3.1
	By March 2005, at least 20% of new and existing small registered businesses to be supported in skills development initiatives and the impact of such support to be measured
	5%
	10%
	23%
	29%


NSDS Objective 4:




Promoting skills development and access to jobs and sustainable livelihoods through social development initiatives


	
	NSDS Target
	2000/2001 Achievement
	2001/2002 Achievement
	2002/2003 Achievement
	2003/2004 Achievement

	4.1
	By March 2005, 100% of the NSF apportionment to social development is spent on viable development projects
	Not Applicable
	Not Applicable
	89% claimed directly via Thuthuka Education Upliftment Project and SAICA capacitation of SMME workplace providers’ projects. Over R100m has been allocated to bursaries that include this sector’s scope
	R35 483 987 approved for the Thuthuka Eastern Cape project for 2002 - 2004. 
R7 740 056 approved to fund SAICA capacitation of SMME workplace providers project. R75m approved for the Thuthuka Limpopo / KwaZulu-Natal project for 2004 - 2006. Total claimed by sector is R118 224 043 (189%). Further, accounting, auditing and financial management, identified as critical scarce skills, over R100m allocated for bursaries through the National Financial Aid Schemes


NSDS Objective 5:




Assisting new entrants into employment in the labour market.

	
	NSDS Target
	2000/2001 Achievement
	2001/2002 Achievement
	2002/2003 Achievement
	2003/2004 Achievement

	5.1
	By March 2005, a minimum of 80 000 people under the age of 30 have entered learnerships 
	500 Learners
	2794 Learners
	8924 Learners


	9 607 Learners



	5.2
	By March 2005, a minimum of 50% of those who have completed learnerships are, within 6 months of completion employed (e.g. have a job or are self-employed), in full-time study or further training or are in a social development programme
	Not applicable
	Not applicable
	1 341 learners completed learnership 

 100 % are currently employed 
	1 749 learners completed learnership  

100% are currently employed


4.0
COMMITMENT TO SKILLS DEVELOPMENT BEYOND 2005

It is our belief that it would be in the best interests of the stakeholders of Fasset and the cross-sectoral needs of the economy if the seta were to remain independent.

However if this was not the case we can assure you of our ongoing commitment to skills development within the broader financial services arena and undertake to give our full commitment to making the new seta work. We are however conscious of the fact that this would entail taking a few steps back before we can move forward and can only hope that we do not lose the commitment of some of our smaller stakeholder groupings when they are faced with change once they have just become accustomed to the current systems and processes and the benefits that they can achieve through participation.

APPENDIX 

COMPOSITION OF FASSET GOVERNANCE STRUCTURES

The table below highlights the current composition of the Fasset governance structures as well as the broad participation afforded to the various stakeholder groupings.

MANAGEMENT BOARD

	Name
	Representing
	Organisation
	Race
	Gender

	Hannetjie Botma
	Employees
	PSA
	White
	Female

	Robert Capper
	Employers
	PwC
	White
	Male

	Simon Burdett
	Employees
	ACCA
	White
	Male

	Robin Dixie
	Employers
	Robin Dixie
	White
	Male

	Christa du Plooy
	Employees
	PSA
	White
	Female

	Cheryl James
	Fasset CEO
	Fasset
	White
	Female

	Bethwell Jwili
	Employees
	IMFO
	African
	Male

	Linah Kekana
	Employees
	NEHAWU
	African
	Female

	Subash Lalloo
	Employers
	IDC
	Indian
	Male

	Rodney Lucas  
	Employers
	Ernst & Young
	Coloured
	Male

	Witness Magoswana
	Employees
	NEHAWU
	African
	Male

	Ettiene Retief
	Employers
	Tax Services
	White
	Male

	Samantha Louis
	Employees
	CIMA
	White
	Female

	Joe Lesegane
	Employees
	SAICA
	African
	Male

	Mpuseng Tlhabane (Vice Chairman)
	Employers
	JSE 
	African
	Female

	Maryanne Trollope (Chairman)
	Employers
	Anglo Corporate Center (Operations Limited) 
	White
	Female

	Diane Schneider
	Employers
	Deloitte 
	White
	Female


MANAGEMENT TEAM
	Name
	Position
	Race
	Gender

	Cheryl James
	CEO
	White
	Female

	Nawaal Patel
	Learnership/ETQA Manager
	Coloured
	Female

	Lauren Derman
	Skills Planning Manager
	White
	Female

	Juliet Gillies
	Marketing Manager
	White
	Female

	Tania Lee
	Policy & Project Manager
	Coloured
	Female

	Gugu Moetanalo
	Administration Officer
	African
	Female

	Yvonne Sawyer
	Learnership/ETQA Officer
	Coloured
	Female

	Fatima Bhayat
	Learnership/ETQA Officer
	Indian
	Female

	Yogini Padayachy
	Research Officer
	Indian
	Female

	Mimi Moselane
	Skills Planning Officer
	African
	Female

	Marietjie Smit
	Skills Planning Officer
	White
	Female

	Caroline Pulford
	Publications Officer
	White
	Female

	Tumi Msibi
	Policy & Project Officer
	African
	Female

	Nomadlozi Buthelezi
	Learnership/ETQA Assistant
	African
	Female

	Thabiso Sebashe
	Receptionist
	African
	Female

	Annah Maseko
	Office Attendant
	Black 
	Female
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