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“The finance sector is currently undergoing a deep and thorough restructuring, and the crisis has hit the sector unevenly, which may result in labour movement among financial sub-sectors.  This will reinforce the impetus toward structural changes similar to those experienced until now.

This restructuring of the financial sector cannot take place without substantial consequences for both employment and income of current employees in this industry.  In fact, the sector is already experiencing a permanent decline in overall activity of years of expansion, which is triggering significant job losses.  Moreover, evidence shows stagnation and even deceleration in income growth”.
Impact of the Financial Crisis on Finance Sector Workers: 
ILO, Geneva 2009.
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section 1. PROJECT SCOPE AND PURPOSE
On 19 February 2009, the Joint Economic Presidential Working Group approved a Framework Response to the Economic Crisis. This initiative brought together social partners (including business, labour and government) in an attempt to respond in a sustainable way to the impact of the economic crisis.  On 5 August 2009, an announcement was made that R2.4 billion would be placed in a National Jobs Fund, drawn from the National Skills Fund and the Unemployment Insurance Fund, to mitigate the impact of job losses.  Sector Education and Training Authorities (SETAs) would be partners in the funding and delivery strategy of a range of interventions.
This report was commissioned during July 2009 by the Insurance Sector Education and Training Authority (INSETA) as part of a process of formulating a response to the national initiative.  The project entailed a survey of a small sample of twenty constituent employers in the insurance sector,  the aim of which was to collate qualitative information on 

· what impact the global financial crisis is having on labour and skills needs in the SA insurance industry;

· what responses SA insurance companies are adopting in response;

· what role INSETA could play in supporting the industry.
The survey was not intended to duplicate the concurrent and more substantive analysis of the sector skills plan; and indeed the sample size, methodology and project scope could not hope to generate valid and reliable quantitative estimates.  Instead, the project aimed at providing a strategic perspective on a specific industry “driver” (the global financial and economic crisis) in the context of the national Framework Response to the Economic Crisis.  The findings of the sector skills plan may be used to inform the strategy-making of this report, and this report may in turn feed into the sector skills plan.
section 2. RESEARCH METHOD
2.1 The research methods and tools adopted for this project
The research method for this project was prescribed in the terms of reference, which specified that ten interviews should be conducted with large companies, and ten with small companies.  In discussion of the project plan, this was slightly amended. In addition to a set of interviews with companies:
· a brief literature review would be conducted to collate strategically  relevant information;

· the interviews would include consultation with stakeholders such as relevant statutory bodies;

· some information (for example, from Treasury or the Department of Labour) should be collated to inform decisions regarding the criteria, processes and schedules for allocating the R2.4 billion.

Accordingly, the project began with a review of relevant documentation and policy developments globally and nationally. Literature reviewed is listed in the references, and relevant information from the review is dispersed throughout the report.
Key individuals involved in developing the modalities for disbursing the R2.4 billion in funding were consulted, to provide further clarity on the Framework Response to the Economic Crisis.

Brief questionnaires were developed, informed by the limited time respondents allowed for participating in the survey, and telephonic interviews were conducted with 16 respondents.  The questionnaires are provided in Appendix A, and the respondents are listed in Appendix B.  Almost all respondents specifically requested that company-specific information should not be included in the report, and that only the aggregate trends should be described.
A report was drafted and presented to the INSETA management team, who provided input on the findings and recommendations.  Thereafter the report was revised and submitted, with the project taking 12 days in total.
section 3. CONTEXT OF THE FRAMEWORK RESPONSE
3.1 The global context
Analyses of the immediate origins of the global financial crisis are fairly consistent.  One such analysis, provided by the International Labour Organisation (2009: 6 - 7), paints the following picture:
· During the deflation of the high-tech bubble a decade ago, “when the stock markets began a steep decline in 2000 and the global economy started to slide into a recession, United States Federal Reserve and other central banks sharply lowered interest rates to limit the economic damage.”

· “The sustained lower interest rates fuelled a mortgage-borrowing boom, while also encouraging millions of home-owners to refinance their existing mortgages.  A financial innovation that separated mortgage origination from lending decisions added to the mix, with half a million independent mortgage brokers being paid commissions to prospect for homebuyers on behalf of mortgage lenders, with those commissions based solely on the number of clients they brought to the lenders.”
· “Mortgage lenders could immediately sell on to investment banks the home loans they made to borrowers, and the investment banks, in turn, would bundle thousands of such mortgages together, dice and slice them, and then sell them as ‘investment grade’ mortgage-backed securities (MBS) on to investors who were eager for high-yielding investment products in a low-interest environment.  These securities, many including sub-prime loans made to people with low credit scores, were often given “triple-A” rating by the major credit-rating agencies, in return for a fee from the issuers.”
· “All the parties in the chain had become addicted to the high profits to be gained from churning out and selling these securities.  Banks themselves had set up highly leveraged, off-balance-sheet, structured investment vehicles (SIVs) to buy and hold some of these securities on their own account in order to maximise returns.”

· “Once the era of low interest rates ended, and many of the adjustable rate mortgages – which were the bedrock of sub-prime mortgages – were reset higher, more and more borrowers started to default and the crisis began to snowball towards disaster.”
· “In February 2007, one major European bank issued the first major warning, writing down tens of billions of dollars in losses from a 2002 acquisition of an American sub-prime lender.  Four months later, two hedge funds belonging to a major investment bank/securities dealer closed, due to their exposure to the housing market.  In August 2007, another major European bank froze withdrawals in three of its investment funds, setting off a panic by people worried that if a bank with no obvious exposure to the American mortgage market could have this measure of difficulty, anyone could be hiding untold losses.”

· “Thus the crisis began in earnest, as mutual distrust amongst major financial institutions in the global market for inter-bank loans spread, and credit became harder and harder for any bank to obtain.”.

· “Meanwhile United States housing prices continued an inexorable decline, resulting in massive losses tied to different kinds of mortgage-related derivative assets held by large global banks….  Since the housing market’s peak in 2006, home values had lost approximately a massive US$6.1 trillion. This implies that a high percentage of the securities on the underlying mortgages had become ‘toxic’ and were they to be ‘marked to market’, shareholders equity of a large swath of the US financial industry would be wiped out, as would counterparts in a wide range of financial contracts in the wider global industry.”

The above analysis points to the relationships between the financial sector and the “real” economy.  
Unlike the consensus around the nature and causes of the financial crisis, there are widely divergent views on the status of the real economy.  At one end of the spectrum of opinion, the view is that there are deep structural and systemic crises in the real economy globally.  This was argued by the respected economic historian Robert Brenner in a recent interview (see textbox below).
Extract from interview with Robert Brenner
Brenner:  It’s understandable that analysts of the crisis have made the meltdown in banking and the securities markets their point of departure. But the difficulty is that they have not gone any deeper. From Treasury Secretary (Henry) Paulson and Fed Chair (Ben) Bernanke on down, they argue that the crisis can be explained simply in terms of problems in the financial sector. At the same time, they assert that the underlying real economy is strong, the so-called fundamentals in good shape. This could not be more misleading. The basic source of today’s crisis is the declining vitality of the advanced economies since 1973, and, especially, since 2000. Economic performance in the U.S., western Europe, and Japan has steadily deteriorated, business cycle by business cycle, in terms of every standard macroeconomic indicator -- GDP, investment, real wages, and so forth. Most telling, the business cycle that just ended, from 2001 through 2007, was - by far - the weakest of the postwar period, and this despite the greatest government-sponsored economic stimulus in U.S. peacetime history. 

Jeong: How would you explain the long-term weakening of the real economy since 1973, what you call in your work “the long downturn”? 

Brenner: What mainly accounts for it is a deep, and lasting, decline of the rate of return on capital investment since the end of the 1960s. The failure of the rate of profit to recover is all the more remarkable, in view of the huge drop-off in the growth of real wages over the period. The main cause, though not the only cause, of the decline in the rate of profit has been a persistent tendency to overcapacity in global manufacturing industries. What happened was that, one-after-another, new manufacturing power entered the world market -- Germany and Japan, the Northeast Asian NICs (Newly Industrializing Countries), the southeast Asian Tigers, and, finally, the Chinese Leviathan. These later-developing economies produced the same goods that were already being produced by the earlier developers, only cheaper. The result was too much supply compared to demand in one industry after another, and this forced down prices and, in that way, profits. The corporations that experienced the squeeze on their profits did not, moreover, meekly leave their industries. They tried to hold their place by falling back on their capacity for innovation, speeding up investment in new technologies. But, of course, this only made overcapacity worse. Due to the fall in their rate of return, investors were getting smaller surpluses from their investments. They, therefore, had no choice but to slow down the growth of plants and equipment and employment. At the same time, in order to restore profitability, they held down employees’ compensation, while governments reduced the growth of social expenditures. But the consequence of all these cutbacks in spending has been a long-term problem of aggregate demand. The persistent weakness of aggregate demand has been the immediate source of the economy’s long-term weakness.
From:  A Way Out of the Economic Crisis?  Hankyoreh, 2009.
At the other end of the spectrum, the crisis is more narrowly attributed to the fallout from the credit crunch, while the fundamentals are still seen as sound.  Even in this perspective, however, the scale and durability of the fall-out are seen as likely to cause the most serious contraction in economic activity since the Great Depression.

Thus the IMF, World Bank and all major reserve banks internationally have cautioned that the recent “green shoots” of recovery are at least partly due to stimulus packages;  and that the road to recovery will be longer and slower than governments hope.  As the Secretary-General of the Organisation for Economic Cooperation and Development recently noted at the G8 Labour Ministerial Social Summit:
“The global economy is contracting.  The credit squeeze, negative wealth effects (stemming from lower house and equity prices) and a generalised loss of confidence are dragging down economic activity everywhere.  Trade flows are expected to fall by 9% in 2009.  Foreign direct investment inflows will further contract, after shrinking by 20% in 2008.  Development aid flows are threatened, while remittances from migrants are dropping fast” (OECD, 2009).  

There are at least two substantive implications which dynamics in the global context have for the SA insurance industry, and for INSETA’s response:

· The scope, scale and duration of the global recession is unclear.  For the foreseeable future, forecasting labour and skills needs will need to be carefully monitored against labour market signals, with adjustments made to INSETA’s strategic priorities if necessary.
· Retrenchments in the SA insurance sector have been minimal to date, but this may change as the recession progresses.  
3.2 The South African context
As pointed out by almost all respondents during this survey, SA insurance companies have limited exposure to the “toxic” debts of the global financial sector.  The primary concern of the SA insurance industry is therefore not so much the state of the global financial sector, but rather the state of the real economy globally.  It is the trajectory of the global recession and its impact on the real economy in SA that holds significant strategic implications for SA insurance companies.

In this respect, the global recession holds dire consequences:  SA has pursued an export-led growth strategy for the past decade.  In a context of declining export markets in the global economy, the country has essentially been wrong-footed by the global recession.  As noted in the Framework for South Africa’s Response to the International Economic Crisis:  
“Like other developing countries which are strongly integrated into the world economy and significantly dependent on its good health, South Africa has been affected by the sharp fall in demand for its export products and the fall in prices of key export commodities. In addition, the international credit crisis has meant that funds have become scarce and expensive and that portfolio investors are wary of emerging markets, including South Africa.

The result is that our growth expectations had to be sharply revised, downwards. The duration and depth of the downturn cannot be forecast with certainty, but growth is likely to be lower than previously expected at least in 2009, and 2010. This has potential implications for incomes, employment, and investment; and on social programmes partly through the slowdown’s effect on tax revenues for government” (Presidential Economic Working Group 2009:3).  .

3.3 The Framework Response to the Economic Crisis
The Framework for South Africa’s Response to the International Economic Crisis proposes four principles and seven sets of interventions.  The full framework document is attached as Appendix C, and a brief summary provided immediately below.
3.3.1. Principles of the Response
The four principles described in the framework document are:

· Focusing on low-income workers.  The report notes that “the first principle of our approach to the downturn is that low income workers, the unemployed and the vulnerable groups can lose much through even a relatively brief economic shock, and the risk of unfairly placing the burden of the downturn on the poor and the vulnerable must be avoided. The potential of economic shocks to destabilise the welfare of the vulnerable, including their jobs, health and education, and to increase inequality and poverty, is widely recognised, is our first concern and will require active steps to ensure these outcomes are avoided” (2009:3).

While INSETA aims, through this project, to solicit stakeholder perspectives on the labour and skills needs of the sector as a result of the global crisis, INSETA itself is a statutory body.  Stakeholder representatives on the INSETA Board therefore have a fiduciary responsibility to ensure that decisions adopted are sensitive to concerns wider than those of the vested interests of companies in the sector. 

In this respect, it is important to note that the designated beneficiaries of NSF funding are unemployed women, people with disability, rural people and out of school youth.  In a context where 48 000 domestic workers in Gauteng alone have lost their jobs in the past few months, INSETA would need to weigh very carefully the merits of applying for funding drawn largely from the NSF,  to cushion the employment of those who - even in a recession - have substantially more resources than many others for whom food price increases literally translate into starvation.

There is a solid legal argument for using mandatory (and even discretionary) grants to support company re-structuring, or whatever other purposes stakeholders believe are appropriate.  However, any arguments for NSF funding would need to be grounded in the Framework’s principle that the primary beneficiaries should be low-income employees.
· Strengthening the capacity of the economy to grow and support decent work.  The report notes: “Our second principle is to ensure that all of our activities that are aimed at strengthening the capacity of the economy to grow and create decent jobs in the future, are protected and supported as far as possible. By decent work we mean the need to increase the level of employment as well as improve the quality of jobs. We agree on the need to address the constraints to growth and development through programmes: to increase public investment in economic infrastructure; to deepen the joint stakeholder commitment to skills development; to act urgently on the commitment to introduce effective industrial or sector strategies, or strengthen existing strategies, and to ensure higher levels of private sector investment and entrepreneurship; to pursue the transformation of informal economy activities and its integration into the formal economy; to improve and streamline government delivery and regulation; to improve economic efficiency; and to commit to macroeconomic policies that support decent work and sustainable growth” (ibid).  

· Sustaining investment.  The report notes:  “We are also committed to maintaining the planned high levels of investment in public sector infrastructure and to encourage the private sector to maintain and improve wherever possible their levels of fixed direct investment and continue with corporate social investment programmes” (ibid).
· Ensuring sustainability of interventions.  The report notes:  “Interventions must be timely, tailored and targeted as is appropriate. Actions to counteract the downturn must be reviewed periodically, and removed when they are no longer effective or appropriate. We are conscious of the risk of developing interventions that have short term benefits but that have the potential for detrimental long-term social or economic effects” (ibid). 

To these proactive principles, it may be worth adding a cautionary principle drawn from the ILO, that state-funded stimulus measures should not be used to facilitate company restructuring.

3.3.2. Interventions proposed in the Response
The seven sets of interventions proposed in the Framework are:
· Investment in public infrastructure.

· Macroeconomic policy response.

· Industrial and trade policy measures.

· Employment measures.

· Social measures.

· Global coordination.

· Social partnerships in response to the crisis.

3.4 The Training Layoff Scheme
The R10 billion National Employment Initiative, under which the R2.4 billion Training Layoff Scheme falls, is one element of the Employment Measures envisaged under the Framework.  Details of the Training Layoff Scheme are outlined in the Department of Labour’s Training Layoff Guide, a draft of which is attached as Appendix D.  
A training layoff is defined in the Guide as follows:

A training layoff is a temporary suspension of work of a worker or group of workers that is used for training purposes.  The layoff depends on an agreement between an employer and a trade union on behalf of workers, or, in the absence of a trade union, between an employer and individual workers, who may otherwise be subject to dismissal for operational requirements.  

The key design elements of the scheme that were agreed on 5 August are:

· “A temporary suspension of work used for training;

· Retention of the employment contract;

· Training to be flexible, but linked to the skills needs of the employer;

· A training allowance paid to the worker;

· Employer carries cost of a basic package of social benefits”.

The roles and responsibilities for implementing the scheme are as follows:

· “Commission for Conciliation, Mediation and Arbitration (CCMA) – responsible for facilitating, overseeing or verifying all training layoff consultations and agreements. The CCMA will ensure that training layoff agreements comply with the general rules and procedures of the scheme;

· SETAs will be responsible for facilitating the provision of training, funding training costs, applying to the NSF for training allowances and disbursing funds to employers;

· The NSF (with financial support of the UIF) will be responsible for processing applications for training allowances and, in certain cases, training costs;

· Employers, trade unions and bargaining councils will play an active role in the training layoff scheme; 

· The Department of Labour (DOL) will be responsible for oversight and monitoring of the training layoff scheme, including the distribution of an implementation guide;

· The Department of Trade and Industry (“the dti”) will responsible for ensuring that distressed sector support is coordinated with the training layoff scheme;

· The Economic Development Department (EDD) will be responsible for assessing the economic and developmental impact of the training layoff scheme”.

section 4. KEY THEMES EMERGING FROM INTERVIEWS
4.1 The responses through which the themes emerged
In the context of the National Framework for South Africa’s Response to the International Economic Crisis, and the subsidiary National Employment Initiative and Training Layoff Scheme, the overall research question INSETA attempted to answer through this survey is:

What role should INSETA play to support the sector in dealing with the impact of the recession?
Answering this question required first understanding what impact the recession is having on the sector;  how this is influencing the demand for labour and skills in the sector;  and what strategies companies in the sector are exploring or adopting to deal with the challenges.

When contacted to participate in the survey, some respondents said that they had already been interviewed for purposes of the sector-skills plan and saw no purpose in participating.  Others were simply too busy to provide an interview, but undertook to respond to a very brief questionnaire.  The original questionnaire was therefore streamlined to focus on four sets of questions, which were:

· Has the economic crisis impacted on your company at all?  If so, in what areas and in what ways?

· Is this impacting on jobs, skills and/or skills development?  If so, in what areas and in what ways?

· What strategies has the company adopted to deal with the impact?

· In what ways do you believe INSETA may be able to assist the company in dealing with the impact?
The key themes emerging from the interviews are described below; and the strategic issues and options are reported in Section Five.

4.2 Key themes emerging from interviews

4.2.1. SA insurance is fairly insulated from global toxic debts 
Almost all respondents reported that their companies have limited exposure to the global toxic debts.  This is consistent with the ILO report Impact of the Financial Crisis on Finance Sector Workers, which claims

“Africa was initially believed to be one of the few regions that would survive almost unmarked by the global financial turmoil.  The region’s banks focused on domestic markets, were relatively well regulated, had little exposure to the toxic debts of the Western financial system as the market for derivatives was almost non-existent;  and local secondary markets were very small” (ILO 2009: 18).

4.2.2. SA insurance is experiencing wash-back from the recessionary impact on the “real” economy 

Almost all respondents reported very serious concerns regarding the “lapse ratio” on premiums, especially in particular market segments.  In some cases, the lapse ratio stands at more than 30% of policies, having doubled in the past six months, and companies are concerned that the worst is yet to come.  Given the current scale of recent job losses in other sectors, and expectations that SA will experience the worst of the recessionary impact during the next year, these concerns may well translate into significant declines in employment in the sector.
Again, although SA is not necessarily typical of the African region, the ILO research reports similar concerns regarding the wash-back from the real economy in Africa:
“Although there is currently no information on financial services layoffs in the region, some observers believe there will indeed be such effects and they will be manifold.  First, there could be fallout within the banking system because of extensive foreign ownership;  if a parent bank outside the region is suffering, it might affect its affiliate in Africa.  The second effect will be a potential decline in private capital flows, including remittances from the African Diaspora, which have been rising faster in Africa than in any other part of the world over the last three years.  The third will be the potential decline in commodity prices.  A fourth is the macroeconomic imbalances, which are independent of the financial crisis in some African countries;  these may require adjustment efforts that the financial crisis may speed up.  Another danger is that foreign aid will decline if, as a result of recession in donor countries, governments decide to cut back on foreign aid.  All these factors will affect the African financial services sector and its employment capacity.  It is, however, difficult to forecast their impact on the sectors jobs” (ibid).
4.2.3. Many people have already lost their jobs 

Many people in the insurance industry have already lost their jobs due to retrenchment;  but this appears to be the case only with foreign companies or companies with significant exposure to the global toxic debt.  There are reportedly not many such companies, but one interviewee who worked for a major global company reported that the company recently closed an entire division which had employed 2000 staff.  He himself is currently unemployed as a result.

4.2.4. Many more jobs are vulnerable
There are at least some categories of employees whose jobs appear to be vulnerable. All company interviewees reported that companies are not making many new sales at present, and that their call centres and other sales agents are currently under-employed.  While these staff are not under immediate threat of retrenchment, they are nonetheless vulnerable should the recession continue. 
4.2.5. Many companies are freezing posts

Almost all respondents reported that their companies had “frozen” posts rather than retrenching employees.  One the one hand, this potentially provides a solution to the vulnerable jobs:  companies are committing to redeploying existing staff.  On the other hand, the scale of annual staff turnover in many companies is as high as 10 – 12% per annum;  in effect, there may be as much as a 12% decrease in total employment figures within the sector in the next year without resorting to retrenchments.  Two respondents used the words “we are being asked to do more with less staff”.  
4.2.6. Employment equity is a casualty of the crisis

In most cases, respondents reported that employment equity strategies are “being put on the back burner”.  This potentially has serious longer-term consequences:  two respondents described how current new recruitments are part of long-term succession planning, and how the failure to retain such recruitments effectively sets back the strategy by years.  However, all respondents hastened to add, diplomatically, that their company remained committed to the Financial Services Charter.
4.2.7. Training budgets have been dramatically cut

In almost all recessionary contexts, training budgets are amongst the first line items to be cut.  Without exception, respondents reported that training budgets have been cut dramatically, by as much as two-thirds.

4.2.8. Many existing skills development initiatives are on hold
Many respondents reported that those graduating from learnerships, internships and other initiatives launched during 2008 are unlikely to be employed when their training comes to an end.  Counterposed with this is INSETA’s experience of a substantial increase in the demand for funded learnerships.  

Several respondents noted that they have previously had 100% uptake of graduates from their learnership and internship schemes;  but that this year only half of the interns were being offered posts, these posts were short-term contracts and were unlikely to be renewed.  

4.3 Comment on the themes
The themes reported above hold serious strategic implications for labour, skills and skills development in the sector:
· Training budgets have been cut across the board at the same time as posts have been frozen. The freezing of posts means that existing staff have to take on new responsibilities, while companies obviously have less time or money to train these staff for their new responsibilities.

· Many companies are in essence restructuring and downsizing, yet are doing so in a context where the medium-term trajectory of the recession’s impact on their operations remains unclear.

· While employers report that they are unable to absorb the graduates from learnership or internship programs, the sector simultaneously appears to be increasing the applications for learnership funding.  This perhaps merits further investigation:  if employers are seeking to use tax rebates to address the budgetary cuts in skills development, or using learnerships to supply some of their labour needs without having the capacity to employ graduates thereafter, the scheme would not be sustainable.
section 5. RECOMMENDED STRATEGIES
5.1 Strategy One:  Initiate a Sector Social Dialogue
There are two good reasons why INSETA should consider initiating a social dialogue around the challenges:  social dialogue is required by policy, and a more extended, continuous process of sectoral strategic engagement is required by the uncertainties of the impact of the recession.
The impacts reported by respondents during this survey have taken place quite recently.  Thus the latest South African Insurance Industry Forecast to 2013 argued:

“…the South African insurance industry showed a remarkable resilience to the economic turmoil of 2008 that entangled most of the industries across the world.  In fact, the long-term insurance sector of the country continued the trend of positive growth during this adverse time and registered about 11.5% growth rate during 2008….  Most importantly, policyholders not only maintained their premiums for life and disability insurance and fund policies in 2008, but they continued to increase them.  The life insurance industry managed to attract new individual recurring as well as single premiums of ZAR65 billion during 2008, an increase of 14% over 2007” (p1).
The report also forecasts significant growth in the industry until 2013, for example forecasting growth in the short-term insurance sector of 11% during 2009 – 2013.  (The report does note that the forecasts are based on linear extrapolations of past market growth and growth of base drivers – a fatal assumption in the current context).  The evidence as to the trajectory of the recession in the real economy, globally and domestically, and the likely impact of this on the South African insurance sector, is therefore contradictory at this stage.  The scale, scope and duration of the impact are unclear, and therefore have uncertain implications for the labour and skills needs of the sector.  In such contexts, strategic planning is necessarily inappropriate; a more flexible and continuous process of strategic engagement through social dialogue is proposed here as a way of aligning skills development efforts with ongoing developments.  
The Framework for South Africa’s Response to the International Crisis places great emphasis on social dialogue and collective response in dealing with the recession.  Also, the Training Layoff Scheme actually requires some social dialogue as a basis for participation.  

Given that the economic crisis will unfold over a period of time, it may be appropriate for INSETA to establish and facilitate a sector forum which will reflect on the issues and options in an ongoing way over the course of next year.  This could feed into the sector skills planning process for 2010-2015.

5.2 Strategy Two:  Sustain Current Training Investments
Some hard quantitative data is required to identify how many graduates currently on learnerships, internships or other programs are unlikely to be offered employment.  However, if the patterns reported under the themes are widespread, there may be an argument for INSETA exploring some version of a training layoff scheme to absorb these graduates into the formal workforce.  This would ensure that the investment already made in their training is not wasted.
5.3 Strategy Three: Sustain Current Transformation Interventions
The evidence from employers that employment equity programs have essentially been put on a back burner is too widespread to be coincidental.  While some further quantification of this may be of value, INSETA should seriously explore strategies for focusing discretionary grant spending to sustain the progress that has been made to date.  Particular proposals made by respondents included INSETA re-starting the Women in Insurance (WIN) project;  the Executive Leadership Development Program (ELDP);  and the Leadership Development Program (LEP).  While this is unquestionably important, and would respond to employer needs, INSETA needs to be mindful of the concern that the recession affects the low-income part of the market more seriously than the high-income end.  A considered approach to who the appropriate beneficiaries of skills development funding are during this period should inform the decisions.
5.4 Strategy Four:  Focus on Supporting Restructuring
It appears that fairly widespread restructuring – and downsizing – of companies in the industry is currently underway; what is unclear is how long this will last and how big it will be.  Some version of the training layoff scheme may be possible as a way of facilitating restructuring while simultaneously mitigating job losses.  However, a cautionary note again needs to be sounded that sustainable job growth is the policy mandate:  a training layoff scheme that allows employers the space to retrain existing staff whose posts are vulnerable to fill frozen posts could be justifiable only under conditions where employers are able to commit to sustaining their employment thereafter.
5.5 Strategy Five:  Identify any Vulnerable Low-Income Groups
No respondents reported any low-income job categories that were vulnerable to retrenchment.  However, this may be simply because they had not applied their minds to the issue.  Some further discussion of this national policy priority may be merited.
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