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1. PURPOSE 
 
The purpose of this policy is to identify for business key considerations in relation to a national 
minimum wage in South Africa. The policy identifies high level principles that would be 
important for business should a national minimum wage be introduced.  
 
2. BACKGROUND  

President  Zuma  announced   in   his  State   of   the   nation   address   that:   “Given the impact of the 
untenable labour relations environment on the economy, it is critical for social partners to meet 
and deliberate on the violent nature and duration of the strikes. The social partners will also 
need to deliberate on wage inequality. On our side as Government we will during this term 
investigate the possibility of a national minimum wage as one of the key mechanisms to reduce 
the income inequality.   Deputy   President   Cyril   Ramaphosa   will   convene   the   social   partners’  
dialogue, within the ambit of NEDLAC.” 

The Basic Conditions of Employment Act, which provides for sectoral determinations setting 
minimum wages has been amended.  The new provisions in s55 provide for the establishment 
of a default provision that goes beyond the scope of sectoral determinations, thus paving the 
way – for the first time – for a cross-sectoral minimum wage setting. 

The current engagements on the minimum wage are influenced by a discussion paper prepared 
for COSATU in May 2012 and March 2013.  COSATU argues that South Africa lacks a coherent 
wage and income policy and that national minimum wages are one key element of such 
strategy.  The COSATU paper draws strongly on this aspect of the Brazilian experience, though 
arguably with insufficient focus on other aspects of the overall Brazilian package. It argues that 
aggregate demand, stimulated by raising minimum wages would stimulate employment and 
growth.  It further suggests that national minimum wages and collective bargaining can work 
together to improve working conditions. 

The 2014 International Labour Conference General Survey on Minimum Wage Systems and the 
conclusions of the Recurring Discussion on Employment have provided further stimulus to 
consider the topic once more in the South African context, particularly given the challenges of 
inequality, poverty and rising unemployment facing South Africa. 

Given the importance of a conducive enabling environment for sustainable enterprises to 
generate decent jobs and growth, it is essential that business in South Africa equip itself to 
engage constructively in the policy debates on the issue of a national minimum wage.  The 
issue for business is not so much whether there will be minimum wage regulation since this is 
already in place, but rather on whether a national minimum wage is better for addressing the 
“evil   triplets” of poverty, inequality and unemployment than the current wage setting 
mechanisms; and if so, how an appropriate minimum wage can be set that will stimulate access 
to employment, maintain employment and allow for the growth of sustainable enterprises and 
decent work. 

 



 

 

  
3. OBJECTIVES AND KEY CONSIDERATIONS FOR A NATIONAL MINIMUM WAGE  
 
Business accepts and supports the need for minimum wage regulation that protects employees 
of unscrupulous employers from gross exploitation in terms of their wages and working 
conditions. We know that our society needs urgently to address the “evil triplets” of 
unemployment, poverty and inequality.  
 
Unemployment is at the basis of the other two components of the “evil triplets” – poverty and 
inequality. The primary source of poverty, and of inequality is, respectively, unemployment, the 
gap between those in formal employment, and the unemployed. If we are effectively to address 
inequality and poverty, we need to recognise that this will be achieved in the first instance 
through bringing more people into formal employment. 
 
Policy measures, including on a minimum wage, should not reduce the demand for labour by 
making employment financially unfeasible. Lifting minimum wages substantially at the stroke of 
a pen without regard for market conditions will do precisely that. Regulated wages need to be 
related to market conditions. 
 

a) Existing systems 
 

SA already has a sophisticated system of wage regulation. In addition to collective bargaining 
through statutory bargaining councils, where further minimum wage regulation is not required, 
the BCEA empowers the Minister of Labour to set minimum wages and working conditions in 
sectoral determinations for sectors and areas of the economy considered to be vulnerable. The 
Minister is advised by the Employment Conditions Commission (ECC). Sectors covered include 
domestic work, agriculture, private security and retail – where the most vulnerable are to be 
found.  
 
The  ECC’s  criteria for its recommendations include: cost of living; alleviation of poverty; wage 
differentials and income inequality; impact on employment creation/retention; impact on 
SMMEs; and ability to conduct business successfully. These factors align with those identified by 
the ILO in Convention 131 and Recommendation 135.  
 
It is important to note that, the establishment, through consultation of the social partners, of 
minimum wage rates for particular trades (sectors) that are not covered by other effective wage 
regulations systems is in line with ILO Convention 26 which is ratified by South Africa.   
 
A central question that has arisen is whether a single NMW is required. The existing system 
already provides for sectoral minima. A single NMW would benefit a relatively narrow range of 
workers – presumably those already not covered by sectoral determinations, but these 
employees are now covered by the amended s55 of the BCEA. 
 

b) Enforcement 
 
A   fairly  shocking  piece  of   research  out  of  UCT’s  Development  Policy  Research  Unit   found  that  
44% of workers covered by sectoral determinations were being paid less than the regulated 
minima, and by an average 35%. The finding raises critical questions about enforcement. 
 



 

 

The ILO 2014 General Survey on Minimum Wages identified  that  ‘labour  inspection  services  and  
penalty systems are central to any mechanism to ensure compliance with minimum wages. That 
involves the availability of a sufficient number of trained inspectors, with adequate material 
resources and sufficient powers to be able to discharge their duties, as well as effective 
procedures  of  the  application  of  penalties  in  the  event  of  violations.’   
 
It is no secret that our labour inspection systems are under strain and lack sufficient capacity. 
The targeted beneficiaries of a NMW are those in sectors not clearly defined under the existing 
sectoral determination and bargaining council system. These are not the types of businesses 
typically comprehensively covered by inspection services and this poses a significant challenge.  
 

c) NMW as part of a package of other measures 
 

Local and international comparative research indicates that, next to employment, social grants 
(and other aspects of the social wage) are far more effective in reducing inequality than 
minimum wage regulation. SA spends 3% of GDP on social grants – comparatively high by 
international standards.  

Brazil, the champion of a national minimum wage has implemented the NMW in conjunction 
with extensive macro-economic and social development reforms such as the Bolsa familia family 
grant and the Fome Zero (Zero Hunger) policy. It is now implementing a host of interventions 
to contain inflation that include slashing fuel levies, holding down public transport fares, 
lowering tax on staples and cutting electricity bills to state owned entities. Brazil has during the 
last decade strictly controlled regulated prices not permitting increases of more than 1.5%.  

On its own, a NMW can have little positive impact, as it will serve only to widen disparities 
between those employed under a NMW and those who are unemployed or in the informal 
sector. The more pressing challenge for the country is to radically transform the economy to 
employ more people.                                                                         
 

 

4.   POLICY RECOMMENDATIONS FOR A NATIONAL MINIMUM WAGE 
 

If we are to consider adopting an NMW, a precondition is that it be subjected to a cost benefit 
analysis on economic and social impact. Some of the key considerations are set out below.  

3.1 The body that will be responsible for determining the NMW and how will it be 
constituted 

 
The ECC already discharges this mandate and is constituted to consult with constituencies 
on criteria which is in line with ILO standards.   
 
Any minimum wage setting should continue to be determined by the ECC.  
  

 
3.2 Measures that will be in place to ensure proper and genuine consultation 

(deadlock provisions) 
 

The ILO in the 2014 Minimum wage survey placed specific emphasis when setting 
minimum wages on the need for full and genuine consultation between the tripartite 



 

 

constituencies. Currently, minority positions are recorded, but final decisions are taken by 
the Minister.  
 
As the ECC is an advisory board, it has limited authority. If its role is to be expanded to 
include the determination of a NMW, greater independence and additional measures to 
perform a technical advisory process are required.  

 
3.3 Processes and factors should be taken into account in setting the NMW so that it 

addresses inequality yet does not unduly compromise employment (factors 
relating to economic and social conditions) 

 
Currently ECC deliberations on minimum wages do not scientifically evaluate the impacts 
of determinations on employment and poverty. This resulted in largely stable or growing 
employment in many sectors, yet there were also significant job losses that ensued 
following the agricultural minimum wage increase of 50%.  
 
While there is an established linkage to CPI, other economic factors are not always as 
clearly considered, including GDP, employment growth, sector pressures and international 
competition.  
 
NMW deliberations must have agreed criteria for consideration, with these economic 
indicators being included. Given the widespread impact of a NMW, a review of the NMW 
should be accompanied by SEIAS (social, economic impact assessments) together with 
other methodology to evaluate the impact on poverty, inequality and employment. 
Ongoing independent monitoring of the impact of the NMW is required.   

 
 

3.4 Provisions that should be in place for review and updating of the NMW 
 
In the interests of certainty and ensuring that the NMW is subject to regular review, it is 
important to have provisions on the timing and factors that can be taken into account.  
 
The NMW should be reviewed once in every 3-5 years to promote certainty. Increments in 
the intervening years should be based on a combination of CPI, real GDP growth and 
employment growth.  
 
 

3.5 How the minimum wage is defined 
The BCEA provides that remuneration is both in money and in kind. It is not clear if social 
security benefit employer contributions should form part of the basic pay covered by the 
NMW.  
 
The NMW should be the gross basic payment including the value of all employer 
contributions, but excluding variable time, overtime and allowances paid to an employee 
per hour, day or month.  
 
 

3.6 Should differentiation should be considered, if any (SMMES, youth, etc)?  
 

A minimum wage sets a floor of wages for those in employment, but also a ceiling for 
those who are trying to access employment, particularly for the first time. Typically it is 
those employees in informal employment or who are paid closest to the minimum wage 
that are likely fall out of the benefits of a minimum wage – black people, women, youth 
and less skilled employees. Minimum wage setting should focus on the members of the 
sector with least ability to pay and to cover employees with least experience. Exemptions 
and exclusions should be discouraged as they are capricious, build resentment and are 
complicated to access.  



 

 

 
The objective of the NMW is to protect the most vulnerable in employment, but should not 
be a bar to employment, nor have an inflationary impact on wages that would discourage 
employment.  
 
The NMW should be set as a minimum so that it has due regard to the smallest business, 
the least experienced workers, and the poorest geographical regions. Importantly, the 
public sector should also be covered by the NMW as it will be a law of general application. 

 
 

3.7 Our position on other wage regulating measures (should they be amended, 
removed, or co-exist) 

 
Currently sectors may be covered by Sectoral Determinations and Bargaining Councils. In 
addition firm level collective bargaining takes place. This is all over and above the contract 
of employment between employer and employee. The NMW will impose an additional level 
of wage setting. The combined impact in some businesses could result in three to four 
tiers of wage setting which is onerous and potentially inflationary and most-likely has no 
link to productivity.  
 
Provided the NMW is set appropriately as a minimum floor, it should be implemented in 
conjunction with existing wage setting mechanisms.  

 
 

3.8 Other options to address wage inequality 
Other than the NMW, consideration should be given as to other options to reduce wage 
inequality. These could include greater transparency and other measures which must be 
investigated and evaluated.  
 
Establish a reference group to inform research and possible solutions that have been 
applied locally and internationally to address the challenges.  
 
 

3.9 Implementation and Enforcement 
 
Current enforcement has many challenges as many businesses are able to continue to 
operate without oversight. The key challenge is how to encourage compliance. This can 
best be achieved through a system of incentives, such as the employment tax incentive, 
other employment linked subsidies or voluntary compliance measures that benefit the 
employer that complies. 
 
Investigate voluntary compliance incentives for the application of the NMW.  
   


