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The Deputy Minister of Finance, fellow Board members of the South African Savings Institute (SASI), financiers, distinguished ladies and gentlemen. It gives me great pleasure to stand here this morning and address you on behalf of the newly constituted Board of SASI.

This launch, comes at a very interesting point in time of our development, both as a country and as a people. This is particularly so in the financial sector. However, what I am not sure about is the venue – Gramadoelas. I hope that it does not spell anything for the event, today.

Way back in 2001, under the stewardship of seven wise men (in the biblical sense), the South African Savings Institute was unveiled to the South African public. The aim of the Institute was to play a catalytic role in the improvement of savings in South Africa, particularly savings by the household sector. This, SASI has been doing through a number of vehicles, such as 

· Advocacy;

· Research;

· information exchanges;

· roundtables; and 

· savings promotion. 

All this has led to the birth of savings month, in South Africa. It is this that has brought us here today and hopefully will continue to do so for years to come.

However, five years after the inception of SASI, savings in the South African economy continue to decline as a proportion of GDP – to a low of 13% in the first quarter of 2006. This downward trend has been persistent for over two decades. If we consider the performance of household savings from the last recorded peak, which coincides with the year 1992, we observe that up until 2005 household savings have declined 96%, as a proportion of GDP. It is instructive to note that in this same period, tax relief has been recorded as an accumulated R72 bn.

There are various factors that could have contributed to the poor result, in household savings. Firstly, we have seen a decrease in the share of GDP going to employees as compensation – which fell from 57% to 51% of GDP. This has occurred with a simultaneous increase in household consumption, by 1% over the same period. Given that the South African household sector has continued to dip into its savings over the years, it has been imperative that other sources of funding, to meet the higher consumption levels, had to be considered. 

As a consequence, household debt to GDP has grown from 52% to 62%. 

It is instructive to note that debt tends to feed directly into consumption expenditure – through debt service costs. We have been fortunate, as a country, that the impact of the recent higher debt levels, has been notably muted due to low interest rates obtaining in the South African economy. This will only remain the case, so long as inflation stays tame.

I am not sure what yesterday’s reading in this regard, says for the future.

The picture does not look too good. A combination of lower savings and growing household debt has the tendency of increasing household vulnerability. This is a position neither South Africa, nor any other country would want to find itself. This, therefore, poses a big challenge for the economy. It poses an even bigger challenge for an institution such as SASI, which has committed itself to helping to achieve the reverse.

As a direct consequence of this, SASI is naturally faced with a major challenge going forward, given that its efforts over the past five years appear to have had little material effect on consumer savings. Acknowledging this, the Board of SASI and its members, have determined that the next five years ought to be defined by action – thus the grand theme for this year, which is – Put on your savings shoes! … More action and less rhetoric. 

This reminds me of the spirited lyrics of the song by Steve Winwood, entitled, “Put on your dancing shoes”. In this song Steve Winwood says: So much going on out there, leaves us hanging in the air. And it's all that we can do, to face each day and see it through. Life's a dance, put on your dancing shoes, take a chance.

As an appropriately endowed population, we surely would do this with ease – because naturally we can dance - be it the Madiba shuffle or the most fashionable kwaito – it will all be a pleasure!

However, for the challenge of today, dancing shoes will certainly not be enough. For South Africans, the Board of SASI says: “Put on your savings shoes, invest in your future! 

Having said this, we need to ask ourselves a question - What does this mean? Conceptually, this would mean dealing with the determinants of savings. This is unfortunately a huge task, as most of these determinants are structural in nature and broadly outside of SASI’s control. They include, amongst others:

i. Raising income levels of South Africans;

ii. Reducing dependency ratios, to allow free income for saving purposes;

iii. Changing mindsets;

iv. Reducing information asymmetries;

v. Increasing access through the development of appropriate institutions, which would involve affordability, geographical reach and appropriateness of products…

The list is long… As a result, the responsibility to improve on each of these determinants will necessarily have to be a shared responsibility. A responsibility shared by all economic participants in South Africa. 

We should, however, note that the competence of SASI is only in helping to change mindsets and the improvement of information flows. This is achieved through education and the sharing of ideas. 

In the next few months, the Board of SASI has planned a series of activities that will do precisely that, with the urgency to see people putting on their savings shoes – now and not tomorrow. This journey starts today.

The month of July will be dedicated to a stream of free media exposure to increase corporate and public awareness, as well as paid-for radio time - courtesy of the Post Bank and Momentum. The Board’s warmest appreciation goes to these two institutions. 

Following shortly after this initiative, will be the publication of an information booklet, to help people with the ABC’s of good consumer behaviour and tips on how best to save.

The next five years, will involve a missionary-style agenda for the Board, to further integrate institutions that work in this area and to raise the knowledge levels of low-income earners to comparable levels of the better-endowed South Africans.

Clearly, this cannot be achieved without good, solid partnership. Whilst SASI works through a wide network of institutions and individuals, there is one that sits at the centre of South Africa’s success in the delivery of a better savings culture. That is the National Treasury. 

Over the past ten years or so, the Treasury has played the true leader in establishing an environment conducive to improved savings. Amongst these visible initiatives, the following can be cited:

i. A notable reduction in government’s dissaving, by increasing the emphasis on capital expenditure;

ii. On the back of a sound fiscal programme, the Treasury has been able to accord the South African public generous tax relief, continuously since 1995;

iii. A continued increase in the tax-free allowance on interest earnings. At this point, it may be appropriate to remind ourselves that the Treasury has, in the past, promised that this will continue to be the case - in years to come;

iv. The introduction of the retail bond, which provides an effective alternative to traditional savings instruments;

v. The spearheading of financial sector reform, which has led to the establishment of uMzansi as a bank account for the low-income earner as well as concluding the financial sector charter. It will be recalled that these initiatives have been delivered upon through no coercion from the state, but these are voluntary outcomes of the Financial Sector Summit of 2002. That Summit fell short of declaring “savings as a human right” for all South African citizens; and finally

vi. The introduction of the discussion paper on pension reform as well as the discussion paper on contractual savings in the Life Insurance Industry.

Ladies and gentlemen, the gauntlet has been thrown. It is clear that the National Treasury has set a solid foundation for sound partnerships, between the private sector and government. Further, there is no doubt that, the responsibility now lies with the private sector to take the baton and continue with the race.

Today, we are blessed by the presence of an eminent person, in our midst. This is non-other-than the Deputy Minister of Finance, Jabu Moleketi. 

The Deputy Minister requires no introduction, not only to the South African public, but the world over. However, what we may not know about him, are his accomplishments outside of the office. The Deputy Minister is a renowned athlete. Having ran and completed several road marathons; he is the best-placed individual to lead this gruelling race towards raising awareness and growing savings in South Africa. 

Having put on his running shoes many a time, he will be more than comfortable to lead this campaign and spur-on each and every citizen of this country to “Putting on their savings shoes!” 

Chief, you have the floor!
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