National Economic Crisis

THE TRAINING LAYOFF SCHEME
1. Introduction and Background
The government, community and the leadership of organised business and labour met earlier this year to discuss how best South Africa should respond to the economic crisis. Consequently, a framework document: ‘Framework for South Africa’s Response to the International Economic Crisis’ was launched in February. This document detailed various objectives and action plans aimed at strengthening the capacity of the economy to grow and create jobs once the current crisis was over.  
For purposes of this paper, training and skills development was identified by the social partners as being an important element of the response and introduced the training layoff concept as a means to be explored as an alternative to retrenchment.

A task team was appointed (on which SEIFSA is directly represented) to undertake this investigation. In August the specific parameters and guiding principles for a national training lay-off scheme were finalised by the task team. A broad overview of this proposed training layoff scheme is set out in the following sections:
2. What is a Training Layoff?
A training layoff is intended to be a temporary suspension of work for a worker or group of workers whilst they undergo training, and is implemented as an alternative to retrenchment. The decision to introduce a training layoff is a voluntary one on the part of the employer and the affected individual employees.
Where a training layoff is implemented, the contract of employment of the affected employees remains in operation and the employer is responsible for the payment of the employer and employee contributions to a basic social security package (disability, death cover, pension or provident funds and UIF) over the course of the training layoff. No other conditions of employment apply. The employee is not paid a wage by the employer but will receive a training allowance from the Seta (funded from a National Jobs Fund).
3. Broad principles
A National Jobs Fund, with an initial allocation of R2.4 billion, has been set up to finance the training layoff scheme (from funds made available by the NSF and the UIF). The key design elements of the scheme are as follows:
· A temporary suspension of work whilst workers undergo training;

· The retention of the employment contract;
· Training to be flexible, but linked directly to the employer’s skill requirements;

· The payment of a training allowance to the worker; and 
· The employer to carry the full costs of a basic package of social benefits.
The successful implementation of the training layoff scheme will rely on the collective efforts of:
· CCMA:
Responsible for facilitating, overseeing and verifying all training layoff consultations and agreements. The CCMA will also ensure that training layoff agreements comply with general rules and procedures to be developed by itself and the Department of Labour.
· SETAs:
Responsible for facilitating the training, funding the training costs, applying to the NSF for training allowances and the disbursement of these funds to the participating employers.
· NSF:
Responsible for the processing of the applications for training allowances received from Setas and, in certain cases, training costs.
· Department of Labour:
Responsible for the oversight and monitoring of the training layoff scheme, including the distribution of an implementation guide.
4. Operating principles
i. Voluntary nature:
The decision to implement the training layoff scheme is a voluntary one and requires the agreement of the employer, affected employees and their representatives.
ii. Access to the training layoff scheme:
Any employer, trade union or individual worker may apply for access to the training layoff scheme.  Such application may be made either directly to the CCMA or it may emerge as an alternative to retrenchment at company level. It may also be combined with severe short-time work arrangements (Note: The application to short-time working is subject to conditions that are still to be developed by the Department of Labour and the CCMA).
iii. Contract variation:
The CCMA is responsible for facilitating, overseeing and verifying all training layoff consultations and agreements, including agreements between employers and individual workers.

Where an agreement is entered into independently of the CCMA, the parties and the CCMA will have to ensure that the agreement complies with the terms of the training layoff scheme.
iv. Social benefit contributions:
Whilst the affected parties are free to negotiate a continuation of existing social benefit contributions (such as medical scheme contributions and housing allowances), employers are required to pay the full contributions to a basic social security package (disability and death cover, pension/provident funds, unemployment insurance).  The payment of these contributions will be for the duration of the training period, subject to the provisos set out below: 
· In respect of UIF and retirement benefits, the default position is that employers must cover both employer and employee contributions unless exceptional circumstances justify lower contributions for one or both sets of benefits.

· Lower contributions may be made on condition that the principle of continued UIF and retirement fund membership is guaranteed, and that the employer and the trade union are satisfied that the employer is unable to make full contributions to the UIF and/or to a retirement fund.
v. Training allowance:
A training allowance will be paid to workers. This will be set at 50% of the employee’s basic salary, subject to an overall cap of the UIF threshold.  This means that the maximum monthly allowance paid to an employee participating in the scheme will be R6,239 per month.  This allowance will be guaranteed for a maximum of three months, subject to the possibility of an additional three month’s coverage.

vi. Eligibility:
The training layoff scheme is confined to employees earning up to R180,000 per annum. (Based on 20% above the UIF threshold of R149,736 per annum).
In the case of workers on severe short-time arrangements, the monthly limit of R6,239 will also apply.  This means that any worker on short-time who enters into a training layoff may apply for a training allowance equal to the difference between the actual wages earned whilst on short-time and 50% of his or her normal monthly wage - up to a combined monthly total of no more than the limit of R6,239. 
vii. Training:
The training should, as far as possible, be linked to the skills needs of the employer. Various training options may apply depending on the nature of the business, the position of workers whose jobs are at risk and future economic opportunities for the employer. The menu of training options may include apprenticeships, learnerships, short duration skills programmes, generic workplace skills, ABET, basic ICT packages and other skills that may further personal development.

viii. Financing the training layoff:
There are three financial components to the training layoff:
· Employment costs:  These are the social benefit fund contributions to be carried by the employer.  No wages are paid during a training layoff.

· Cost of training: The cost of training depends on the agreed training programme.  If it is a learnership, it follows the usual route of contracting between the learner, employer and provider. The Seta provides the learnership grant and the existing tax allowance applies. Other training programmes will be supported by the participating Seta.
· Cost of the training allowance: The Seta will apply to the NSF for the cost of the training allowances to be paid to participating workers (other than for a learnership or apprenticeship).  The NSF is responsible for paying the training allowance to the Seta.
5. Implementing a Training Layoff
The route to implementing a training layoff scheme involves the following steps:
· The employer, trade union or worker may approach the CCMA, requesting facilitation in terms of the Labour Relations Act. For purposes of the training layoff, this requirement will apply to all employers irrespective of size.
· Alternatively, affected parties may conclude a training layoff agreement independently of the CCMA, covering the various issues contained in the training lay-off guide, including the relevant training to be undertaken and the agreed training allowance.  This agreement must be submitted to the CCMA. The CCMA will be required to confirm that the agreement complies with agreed rules and procedures before it can be implemented under this scheme.  

· A training layoff agreement will be issued by the CCMA on the conclusion of the consultation process, in which the relevant training is identified and the training allowance is agreed upon. 
· The Seta will advise on training options and carry the costs of the training.  

· The NSF will fund the cost of the training allowance. It will do so on the basis of an application lodged by the Seta and will transfer these funds to the Seta - which, in turn, will make the necessary transfers to the employer and the training provider.
· Employers will receive the training allowance from the Seta and will pay this over to the workers participating in the training layoff.
6. The Way Forward
A training layoff scheme of this nature has never been implemented before. It is not possible to predict the take-up rate of the scheme and the value of claims that may be made. Accordingly, the scheme will be launched for an initial three month period.  Uptake, financial viability and success of the scheme will then be reviewed.  If appropriate, the scheme may be extended depending on the availability of funds to be made available by government. 
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