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“It will also be much easier to implement a reform that will require a significant adjustment to taxes as it will be 

easier for government to sell an increase in taxes on the working age population with an increased transfer to 

that same population. Microsimulation for universal income support at the level of the food poverty line suggest 

that the financial cost will be approximately R200 billion and will require a 10-percentage 

point increase on income taxes. At face value, these amounts appear to be astronomically high and 

even impossible to propose, however the microsimulation on the redistributive impact on society suggest that 

the reform is not as large and has net benefits for vast majority of the population.”

Basic Income Grant Proposal
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Retirement Fund Reform for Dummies

David Gluckman



“Economists are pushing back against the assertion by 

the department of social development (DSD) that SA can 

afford a basic income grant (BIG) to the value of R200bn, 

saying it is based on wishful thinking and flimsy technical 

analysis.

The National Treasury is gearing up to do its own, more 

rigorous, modelling, and is also weighing the utility of 

direct grants against the benefits of public job-creation 

schemes and the need to accelerate structural reform to 

get growth going.

In addition, an independent advisory panel, appointed by 

DSD minister Lindiwe Zulu and chaired by Wits adjunct 

professor Alex van den Heever, is due to finalise its 

report into the feasibility of a BIG in early September.”





“The recent publication of a Green Paper on social 

security reform in South Africa has elicited immediate 

public reaction – mainly from elements within the financial 

services industry who are plainly nervous about the 

implications of a more complete system of protection for 

income earners affecting pension arrangements as well as 

death and disability coverage.”

https://businesstech.co.za/news/wp-content/uploads/2021/08/Green-Paper.pdf


1. Private Sector Costs Are Too High

“The reason why these discussions are uncomfortable for large parts of the financial services industry is that any 

convergence on a more balanced framework threatens the easy returns they make on excessive asset 

management fees in a largely captive market.

The industry makes these fees on the assets under management of all private pension funds as well as those of the 

GEPF.”

Professor Alex van den Heever, Daily Maverick, 24 August 2021



2. Inadequate Competition

“In the case of private investments, the question is whether competitive markets govern the behaviour of 

corporate actors. For this to happen, consumers must be placed in a position to act in their own 

interests. They must be informed and able to exercise meaningful choices.

However, the average consumer is unable to navigate or challenge product suppliers in this industry due 

to a pernicious mix of market concentration, product complexity and non-independent advice from 

brokers who are effectively integrated into the product suppliers.”

Professor Alex van den Heever, Daily Maverick, 24 August 2021



3. Lack Of Trust

“The institutionalised corruption that drives the failure of state-run agencies requires that South Africans 

address the wider governance frameworks and corporate governance designs of any necessary public 

agency.

It is, however, plainly self-defeating to suggest that we should hold off on any and all government action on the 

basis that “it will always be corrupt”. Making public organisations fit-for-purpose is, and always has been, a 

structural design issue. This is therefore where the focus of attention is required.

By way of contrast, it is worth noting that there is no adequate countervailing governance framework to address 

the disempowerment of consumers in the privatised system of social protection. The threadbare patchwork of 

ombuds offices cannot make up for the structural side-lining of consumers and the public in this industry.

The idea that people are better protected from being fleeced in a system that is untransparent, uncompetitive 

and oligopolised is a fantasy. Corruption in the private sector is as institutionalised as in the public 

sector. The difference is that the rules of the game make the former type of corruption “legal” in a formal 

sense.”

Professor Alex van den Heever, Daily Maverick, 24 August 2021
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10 Year Investment Returns to 30 June 2021
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Actuarial Society 2016 Convention  23 – 24 November 2016

Retirement Reform is a Journey … 

2009 Retirement Fund Reform for Dummies

2011 A Critique of the Umbrella Fund Charging Model
• Sanlam Umbrella Fund only & paper

2016 5 Year Update 
• Sanlam Umbrella Fund only & presentation

2021 10 Year Update
• Multiple umbrella funds & paper



COMPETITION



2009 Corporate Market Competition Was Poor

“One could ask the question why we have concerns about the existing levels of competition when there 

are so many different competitors within the industry (e.g. asset managers, administrators, etc.)? I think 

the answer is simply that the level of effective competition cannot simply be measured by the number of 

players in the market. One also must consider the relative strengths of these competitors. I suggest that 

currently the market balance is wrong – there are too many weak competitors and too few strong 

competitors, a problem exacerbated more in some areas of the market than in others.

Rusconi examines the question of the ideal number of market participants in an accredited opt-out 

environment in his 2007 research published by the DoSD10 to which the reader is referred for a more 

complete discussion. As an example, Chile has evolved from twelve providers when the new individual 

accounts system commenced in 1981 to six providers. Intuitively I feel the right answer is somewhere 

close to the Chilean experience (perhaps with closer to twelve than six strong competitors).”

D Gluckman, Retirement Fund Reform for Dummies, 2009



Actuarial Society 2016 Convention  23 – 24 November 2016

Effective Competition Increasing
Current Top 10 Sponsors (by assets)



Actuarial Society 2016 Convention  23 – 24 November 2016

Effective Competition Increasing
New Entrants



Top 10 Commercial Umbrella Fund Sponsors

RANK SPONSOR ASSETS # MEMBERS

1 Old Mutual R 119,742,144,941 476,989

2 Alexander Forbes R 78,598,917,952 410,709

3 Sanlam R 57,033,098,443 305,686

4 Momentum Metropolitan R 55,687,379,855 434,854

5 Liberty R 38,779,966,350 344,813

6 NMG R 6,329,370,296 43,760

7 Sygnia R 5,296,367,645 38,863

8 10X R 5,185,173,462 19,921

9 Willis Towers Watson R 5,162,160,332 11,554

10 GTC R 5,149,221,483 37,240

R 376,963,800,759 2,124,389

Source: Audited retirement fund financial statements data downloaded from FSCA website on 5 August 2021





TRUST



TRUST IS EARNED



#WEDIDWELL



“For me, the dream is to get fewer funds so there’s 

more economy of scale,” said Momoniat. 

“Twenty or 50 or 100 is certainly better than 5,000.”

Ismail Momoniat
Deputy Director General

National Treasury



“The NSSF is one policy option toward this long-term 

aspirational objective. For the short- to medium-term, National 

Treasury has been focusing on retirement reforms to improve 

coverage, reduce costs, consolidate the number of funds 

drastically to under 50 or even 10, and to promote greater 

preservation.”

Finance Minister Enoch Godongwana



“It is not the stars that hold our destiny 

but in ourselves.”

William Shakespeare



BASIC INCOME GRANT



How Much Would It Cost?

“In a presentation to parliament this week, the FFC said that the costs associated with a 

standard basic income grant are large. A true universal income set at R350 per month would 

cost approximately R243 billion per year, based on the 2020 mid-year population estimates.

…

However, a more streamlined grant of R350 per month to target the unemployed – using the 

expanded definition – between the ages of 18 and 59 years would cost R44.8 billion per 

annum or 0.9% of GDP, it said.”

Businesstech 30 August 2021



But Can We Afford Not To Continue The R350 COVID Grant?



“We must acknowledge that the welfare system we have was 

made for a time that has passed. If social security is for 

those the market cannot service, this includes many from the 

ranks of the young and the able-bodied. We need to start 

from the world in which we actually live.”



Is There A Middle Ground?

“In the end, it seems likely that the government will expand its existing job-creation programmes

(hopefully in partnership with efficient private providers), while limiting any BIG to means-tested 

income support targeted at, say, the bottom one or two deciles to keep the additional expenditure 

down to about R20bn-R50bn a year.

…

Such a three-pronged approach — efficient job-creation programmes; a small, targeted BIG; and 

faster pro-growth reforms — would be a sensible outcome that balances fiscal, socioeconomic and 

political imperatives.”

Financial Mail 2 September 2021



“Covid-19 can rescue humanity and provide a portal to a better 

future. Whether we now commit to a new and improved world, or 

remain set in our dangerous ways, is the historic choice 

confronting us. The stakes have never been higher.”



Nelson Mandela

What counts in life is not the 
mere fact that we have lived. 
It is what difference we have made 
to the lives of others that will 
determine the significance of the 
life we lead.




