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I. Executive Summary  

The Development Policy Research Unit (DPRU) was commissioned by the 

Department of Labour (DoL) of South Africa to undertake an analysis of the impact of 

sectoral determinations on vulnerable workers in South Africa, and furthermore, to 

provide a brief analysis of the framework within which these sectoral determinations 

are set. This Executive Summary of the report attempts to provide a simplified and 

comprehensive overview of the findings of the report.  

Overview 

 

i. In South Africa there are currently eleven sectoral determinations, or wage minima, 

governing vulnerable workers in different sectors of the economy, namely Forestry, 

Agriculture, Contract Cleaning, Children in the Performance of Advertising, Artistic 

and Cultural Activities (under fifteen years of age), Taxi Operators, Civil Engineering, 

Learnerships, Private Security, Domestic Workers, Wholesale and Retail, and 

Hospitality.   

Datasets and Methodology 

ii. The first step of the analysis involved identifying the datasets and the methodology to 

be used. The principal datasets used in this analysis were the September 2001 and 

2007 Labour Force Surveys (LFS). (For the complete methodology and an 

explanation for the choice of these two datasets, see section III of the main report.) It 

was decided that only nine of the sectoral determinations would be analysed using 

the LFS data, namely Forestry, Agriculture, Contract Cleaning, Taxi Operators, Civil 

Engineering, Private Security, Domestic Workers, Wholesale and Retail, and 

Hospitality.  Since the LFS does not allow for the analysis of Learnerships and 

Children in the Performing Arts, these two sectoral determinations were investigated 

separately in the study.  

iii. In order to measure compliance, an index of violation was used that captures both 

the number of workers earning below the minimum, as well as the distance of the 

wages of violated workers below the minimum wage (For the derivation and 

explanation of the Index of violation, see section III of the report) .  

iv. The next phase of the analysis involved matching workers in the LFS data to their 

respective wage minima, as provided in the sectoral determinations. Firstly, this 

involved matching the sector and occupation codes of workers in the LFS to those of 

the sectoral determinations, as well as matching the geographic locations of the 

workers in the LFS data to the area codes of the sectoral determinations. Once the 



4 

 

workers in the LFS data had been mapped to their respective sector-occupation-

location groups, their respective wage minima could be determined.  

v. The minima in the sectoral determinations were converted to 2007 prices in order to 

obtain the minima for workers in 2007. To obtain the hypothetical minima for workers 

in 2001, the 2007 minima were deflated. The minima were also adjusted for the 

number of weekly hours worked, assuming a 45-hour work week.   

Part I: Sectoral Determinations and Labour Market Outcomes 

vi. The first part of the study concentrated on the impact of sectoral determinations on 

wages, poverty and employment levels. Since enforcement of minimum wages is a 

concern, particularly in developing countries like South Africa, the study also 

analysed compliance of employers with minimum wage legislation in regulated 

sectors.  

Minimum wages and aggregate wage levels 

vii. The study explored two approaches in order to analyse the impact of minimum wage 

legislation on the wage levels of workers, Firstly, the study investigated whether the 

actual wages earned by workers were higher than the mandated minimum wage, and 

secondly, whether wage levels of covered workers have increased as a result of the 

introduction of minimum wages in the specified sectors. In order to investigate the 

wage distribution of workers, we graphed the log of monthly wages of workers for 

each of the sectoral determinations. Any spikes in the distribution at or around the 

minimum wage were analysed. If legal minimum wages are enforced in a particular 

sector, one would expect to see the distribution of wages censored from below the 

level of the minimum wage, with no or very few workers earning below the minimum 

wage. Whilst the graphs or kernel density plots showed a rightward shift in most of 

the wage distributions between 2001 and 2007, significant spiking at the respective 

minima was not apparent for many of the sector-occupation-area cells groups. This 

suggested that the enforcement of sectoral minimum wage laws in South Africa was 

relatively weak.  

viii. Overall real wages of covered workers increased significantly at 2.1 percent per 

annum between 2001 and 2007.  

ix. The rise in real wages was driven by the Domestic and Farm worker sectors, which 

experienced real wage increases of 6.6 and 7.3 percent respectively. The significant 

rise in wage levels in these two sectors may indicate that minimum wages have had 

an effect on vulnerable sectors. 

x. Although the mean wage in these sectors has risen, Domestic and Farm workers still 

remained the lowest paid individuals in the labour market in 2007. 
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xi. The ratio of the minimum wage to the median wage for overall employment (known 

as the Kaitz index) is quite high in South Africa in several sectors, although there is 

some evidence that this ratio became smaller between 2001 and 2007. The minimum 

wage in South Africa is also set very high relative to the median wage for unskilled 

employment, and is usually above 1. Whilst there is some evidence that these ratios 

became smaller between 2001 and 2007, the level of the minimum wage is still much 

higher than the median wage. There is also some evidence that there is a positive 

association between the level and depth of non-compliance in a sector and the ratio 

of the minimum wage to the median wage (See section IV c).  

Employment Effects of Minimum Wages 

xii. Having considered the effect of sectoral determinations on wage levels, the 

employment effects of minimum wages were next investigated.  

xiii. Sectoral determinations covered around one-third of employees in South Africa in 

both 2001 and 2007. The largest covered sector in 2007 was the Domestic worker 

sector, with approximately 1.2 million employed individuals, followed by the Retail 

sector with 802,242 individuals. The smallest sectors were the Civil Engineering and 

the Forestry sectors with approximately 59,926 and 17,373 employed workers 

respectively.  

xiv. Sectors which experienced significant growth in employment were the Retail, 

Domestic worker, Taxi, Security and Hospitality sectors.  The sector to experience 

the fastest growth in employment was the Taxi sector, which grew at 12.5 percent 

per annum.  

xv. In order to examine the relationship between changes in employment and wage 

levels, we used simple wage-employment elasticity estimates. The simple 

employment-wage elasticity estimate for the 2001 to 2007 period was, somewhat 

surprisingly, 1.4, suggesting that a 1 percent increase in wage levels was 

accompanied by a 1.4 percent rise in employment. Most of the sectors yielded a 

positive employment-wage elasticity estimate, barring the Farm worker, Forestry, 

Taxi, and Security sectors, which yield a negative relationship between employment 

and wages.  

xvi. Simple elasticites of employment-enforcement were estimated in an attempt to 

investigate the relationship between employment and violation (or in other words 

enforcement), where an increase in enforcement is indicated by a decline in violation. 

A rise in violation or non-compliance (or a fall in enforcement) was associated with a 

decline in employment in the Retail, Domestic worker, Hospitality, and Civil 

Engineering sectors. These sectors all yielded negative employment-violation 

elasticity estimates.However, whilst the overall elasticity estimate for employment-
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enforcement, at first glance indicates that an increase in enforcement increases 

employment, this result must be interpreted with caution. There may be other factors 

influencing this result, such as economic growth, the relative price of capital versus 

labour, and so on, which may impact on labour demand trends. In order to isolate the 

„pure‟ impact of the sectoral determinations on employment, we would of course 

need to estimate a labour demand function, which was beyond the scope of this 

study.  

xvii. At the aggregate level that minimum wages have been effective in raising real 

wages. Using simple elasticity estimates yielded a positive relationship at the 

aggregate level between employment and wages, and between employment and 

enforcement of minimum wages. The changes in employment over the 2001 to 2007 

period are a function of a number of factors, including the change in output, 

employment, and enforcement over the period. Overall, employment is an increasing 

function of changes in enforcement (in other words, a decrease in violation), wages 

and labour demand (as measured by output). However, the nature of this relationship 

depends on the sector of employment.  

Minimum wages and poverty  

xviii. The study then turned to a more formal analysis of the impact of minimum wages on 

poverty. The definition of poverty employed was wage poverty, since the use of the 

LFS dataset to measure poverty does not allow us to measure income from grants, 

and household assts. Nor can we take into account the living conditions of workers, 

for which data is not available. Hence, poverty was defined as wage-related poverty, 

and this is relevant to the analysis, given the aim of this study is to investigate the 

impact of sectoral determinations on wages. 

Methodology  

xix. Firstly, in identifying the individual poverty effects of minimum wages, the study 

considered the proportion of covered and uncovered workers by household poverty 

status before and after the institution of minimum wage legislation. In other words, 

the study analysed the impact of minimum wage legislation on the poverty status of 

individuals, measured by their household poverty. This involved grouping all 

households in the economy into income groups by per capita household income. The 

households were thus grouped into „ultra-poor‟ (below the 25
th
 percentile of the 

household per capita income distribution), „poor‟ (between the 25
th
 and 50

th
 

percentiles), and „non-poor‟ households (above the 50
th
 percentile). The resulting 

analysis allowed us to draw some broad conclusions about the type of households 

within which workers earning minimum wages reside, and whether the poverty status 
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of these households have on aggregate improved before and after institution of 

minimum wage legislation.  

xx. The Foster-Greer-Thorbecke (FGT) poverty measures were used to measure 

poverty, namely the headcount ratio, measuring the percentage of poor, and the 

poverty gap, measuring the distance below the poverty line.  

Results  

xxi. Individual poverty levels in South Africa are high, with the highest poverty levels 

found amongst workers in the Domestic, Farm and Forestry sectors.  

xxii. There was a decline in poverty during the 2001 to 2007 period.  The decline in 

poverty is evident across all sectoral determinations, with the exception of the Taxi 

sector and the Civil Engineering sector, which seem to have witnessed an increase 

in the percentage of poor. The decline in poverty levels is most apparent for workers 

covered by the Domestic, Farm and Forestry sectoral determinations and least 

evident for those employed in the Contract Cleaning sector.   

xxiii. Households with workers dependent on wages subject to minimum wage legislation 

are likely to be poor, whereas households where wage earners are not covered by 

sectoral determinations (their wages may for instance be set by bargaining council 

agreements) are less likely to lie below the poverty line.  

xxiv. Households with Domestic and Farm workers experienced a significant decline in 

poverty levels, whilst a significantly larger proportion of Contract Cleaning 

households became poor between 2001 and 2007.  

Minimum wages, poverty and compliance 

xxv. Poverty was measured using a hypothetical scenario where full compliance existed, 

that is, assuming compliance was 100 percent. All those who were initially earning 

below the relevant minimum were therefore instead assumed to be earning at the 

minimum wage.  

xxvi. An increase in enforcement of the minimum wage resulted in a decline in poverty. 

The results showed that if everyone currently earning below the minimum wage were 

instead allocated their relevant minimum, poverty levels would decline. The poverty 

gap measure, that is, the distance below the poverty line, also shows a decline when 

full compliance is assumed.  

xxvii. However, full compliance with the minimum wage is not enough to completely 

eradicate poverty. Even if the minimum wage were to be perfectly enforced, poverty 

levels would not decline to zero.  
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xxviii. The results suggest that firstly, whilst an increase in enforcement of the ECC sectoral 

minima would lower poverty, the minimum wage is not the only instrument needed 

for poverty eradication. Secondly, the minimum wage may not be the only source of 

income for a household, and our analysis does not allow us to control for income 

from grants, assets, etc. Indeed, non-wage income may be increasingly important at 

the bottom end of the distribution.  

Sectoral Determinations and non-wage outcomes  

xxix. In order to investigate the impact of sectoral determinations on labour market 

outcomes aside from wage levels, the working conditions of workers covered by 

sectoral determinations was analysed. Whilst overall there was an improvement in 

working conditions amongst workers covered by sectoral determinations during the 

2001 to 2007 period, Domestic workers remained the worst off, along with workers in 

the Farm, Forestry and Taxi sectors. . Domestic workers were the least likely cohort 

to receive benefits such as paid leave, a written contract, pension/retirement, UIF, 

and medical aid, followed by Farm, Forestry and Taxi workers. On the other hand, 

Civil Engineers were most likely to receive these benefits in both years.  

xxx.  Overall, the proportion of non-self employed workers regulated by a sectoral 

determination who were entitled to paid leave grew significantly over the period.  

xxxi. The proportion of workers with a written contract also increased significantly during 

this time, as did the proportion of workers with an employer paying UIF contributions 

on their behalf, or contributions to a pension/retirement fund. 

xxxii. The proportion of workers entitled to a medical aid benefits remained low between 

2001 and 2007, at under 12 percent.  

xxxiii. Farm workers worked the longest hours per week in 2007, that is, 47.8 hours, whilst 

Domestic workers worked the shortest hours, that is, 38.5 hours per week.  

xxxiv. There was a significantly decline in mean weekly hours worked between 2001 and 

2007. 

Compliance with sectoral determinations  

xxxv. We next attempted to measure compliance with sectoral determinations, and 

investigated the reasons for non-compliance.  

xxxvi.  We used an index of violation that measures both the number of wages falling below 

the minimum as well as how far below the minimum wages fall. This method is 

analogous to the Foster-Greer-Thorbecke (FGT) (1984) class of poverty measures, 

which, as noted above, measure both the incidence and depth of poverty.  
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xxxvii. This index and measure of compliance and enforcement is, we believe, not only be 

the first of its kind for South Africa, but could also prove immensely valuable as a 

monitoring and evaluation tool available to the Department of Labour for all present 

and future promulgated sectoral determinations. (For the derivation and an 

explanation of the index, see section III of the full report).  

Results 

xxxviii. Non-compliance or violation in South Africa is high. The high estimates of violation 

are reflective of a significant number of employers in South Africa who are violating 

minimum wage laws across all sectoral determinations.  

xxxix. In 2007, 45 percent of all workers covered by sectoral determinations were not being 

paid the legal minimum. Non-complying employers paid wages that were on average 

36 percent short of the legislative minima in that year.  

xl. Security workers were most violated cohort in 2007. 67 percent of Security workers 

earned sub-minimum wages in 2007, which is the highest estimate amongst all 

sectors. Civil Engineers recorded the lowest levels of violation (9 percent).  

xli. Although non-compliance levels of employers with minimum wage legislation in 

South Africa are high, there is some evidence to suggest that non-compliance 

declined during the 2001 to 2007 period. The proportion of violated workers fell from 

55 to 45 percent, and the mean gap between their wages and the minima declined 

from 45 percent to 36 percent during this time.  

xlii. The decline in violation was most notable amongst Domestic and Farm workers. 

Whilst 63 percent of all Domestic workers were earning below the minimum in 2001, 

by 2007 the measure of violation for this cohort had dropped to 39 percent. The 

figures for Farm workers in turn yield a drop in non-compliance rates from 78 percent 

to 55 percent.  

xliii. The decline in non-compliance suggests a positive impact of the ECC sectoral 

determinations on wage levels in South Africa, and an improvement in enforcement 

during the 2001 to 2007 period.  

The Reasons for Violation in South Africa 

xliv. An econometric approach was employed in order to investigate the reasons for non-

compliance with minimum wage legislation in South Africa. Both the determinants of 

the likelihood of an individual being violated, as well as the factors contributing to the 

size of the violation of these individuals, were investigated. The results showed that 

there are a wide range of variables impacting on the probability of violation, such as 

individual, sectoral, enterprise, contractual and spatial characteristics.  
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Individual characteristics 

xlv. Individual characteristics were found to play an important role in determining the 

likelihood of an individual being violated by an employer. Individuals who could read 

and who spoke English as a home language were less likely to be paid wages below 

the stipulated minima. Both race and gender were shown to be highly significant in 

determining whether or not an individual is violated and is paid a wage below his/her 

stipulated minima. Africans and female workers were more likely to be violated than 

Whites and males respectively. Both race and gender were significant in determining 

whether or not an individual was violated and paid a subminimum wage.  

Firm/enterprise and contractual characteristics 

xlvi. The size of an enterprise1 is a key predictor of the probability of individual violation. 

Employees in small and medium-sized enterprises (less than 20 workers) were more 

likely to be violated than those in large firms with 50 employees or more. In other 

words, employers in larger firms are more likely to be enforced upon. Or rather, given 

their visibility, employers in large enterprises are less likely to want to engage in 

practices violating the minimum wage. Another possibility is that large firms are more 

likely to be unionized than smaller firms. Union workers were found to be less likely 

to be violated by employers than their counterparts who were not members of a 

union.  Individuals employed in public sector firms or in State owned enterprises 

(SOEs) were significantly less likely to be violated than those employed in the non-

public sector. Employees with a written contract were less likely to be violated than 

those with no contract or an informal contract. Whilst the term of the contract of 

employment was not important, the duration of employment was a significant 

predictor of the probability of being violated, with a longer tenure associated with a 

significantly lower probability of violation. 

Sectoral characteristics 

xlvii. Workers employed in the Farm worker, Retail, Forestry, Taxi, Security, and Contract 

Cleaning sectors all had a lower probability of being violated relative to Domestic 

workers. This result may seem surprising, given that the Domestic worker sector is 

generally deemed to be among the more vulnerable sectors, but may reflect the 

larger actual or perceived presence of enforcement measures or labour inspectors 

aligned to the Domestic worker sector.  

Enforcement 

xlviii. The intensity of enforcement, indicated by the number of labour inspectors in an 

area, is a key predictor of whether an employer will violate minimum wage 

                                                           
1 Small firms are those with less than 9 employees, medium firms are those with less than 19 employees, 
medium-large firms refers to enterprises with less than 50 employees, and large firms are those with 50 
employees or more. The self-employed were excluded.   
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regulations or not. A larger presence of inspectors in an area possibly acts as a 

deterrent to employers considering violating the minimum wage, given the larger 

probability of being caught and penalized. This result has important implications for 

policy makers wishing to increase compliance with minimum wage legislation.  

Unemployment rate 

xlix. The unemployment rate was also found to be a significant determinant of the 

probability of an individual being violated by their employer. A higher unemployment 

rate in the district council was found to result in a larger probability of violation. A 

larger number of unemployed in an area may result in a higher probability of workers 

willing to work for sub-minimum wages, and in turn a higher likelihood that employers 

will violate the statutory minima, knowing that surplus labour exists and will be 

supplied at sub-minimum rates.  

Explaining the depth of violation 

l. Having investigated the determinants of the probability of individual violation, we 

turned to an analysis of the factors which influence the depth of this violation. 

Although demographic characteristics were important in determining the probability 

of violation, they do not seem to be important in predicting the size of this violation. 

Put differently, while race and gender were found to play a significant role in 

determining whether an individual was violated or not, they are irrelevant in 

determining the depth of this violation. The results suggested that the depth of 

violation is driven more by sectoral, enterprise, contractual and spatial variables 

rather than demographic characteristics.   

Firm/enterprise/contractual characteristics  

li. While individuals employed in formal and semi-formal firms were found to be equally 

likely to be violated, employment in formal and semi-formal firms is associated with 

smaller depth of violation. The size of the enterprise, which was found to be a 

significant determinant of the probability of being violated, was not found to have a 

significant impact o the depth of violation. An increase in the years of tenure reduces 

the depth of violation of an individual. Union workers have a significantly lower depth 

of violation than non-union workers. A written contract results in a significantly lower 

violation than a non-written contract. An interesting result is that although the 

possession of a permanent contract was not a significant determinant of the 

likelihood of violation, it is significant in determining the depth of violation. Permanent 

contract holders who are violated have a smaller depth of violation compared with 

individuals with temporary or other contract types.  

Sectoral characteristics 
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lii. Relative to Domestic Workers, violated workers in all sectors covered by ECC 

minimum wage legislation experience a higher depth of violation, that is, their wages 

lie farther below their respective minima.  

Enforcement 

liii. The presence of labour inspectors in the district council not only significantly reduces 

the likelihood for violation, but also results in a significantly lower depth of violation. 

An increase in the density of labour inspectors in an area significantly lowers the 

depth of violation of the individual.  

Unemployment rate 

liv. An increase in the local unemployment rate is associated with an increase in the size 

of violation. Hence, workers in district councils with high rates of unemployment are 

worse off than those in areas with low unemployment rates. 

Conclusions 

lv. Collectively, the results suggested that there are a range of variables contributing to 

non-compliance, including individual characteristics such as education and age, as 

well as   sectoral, contractual, and spatial characteristics. However, it seems that 

there are two classes of variables driving the likelihood and the depth of violation. On 

the one hand, firm-level and contractual factors seem to play an important role, 

notably the nature of the contract, union membership, the length of tenure, and the 

formality of the firm. On the other hand, spatial variables also play a significant role. 

Two key results here are the significance of the labour inspectorate deployed in 

predicting the size of the violation, as well as the importance of the local 

unemployment rate.  

Ministerial Determinations  

lvi. Under the BCEA, the Minister may make a determination in order to replace or 

exclude any basic condition of employment provided for in the act or a sectoral 

determination. This section of the study investigated applications for variations 

(exemptions) on the conditions of the BCEA and sectoral determinations by 

employers.  

 

lvii. Monthly data on applications granted for exemptions on BCEA conditions and 

sectoral determinations was obtained from the DoL for the 2006 to 2010 period.  

 

lviii. In the second quarter of 2010, there were a total of 42 applications for ministerial 

determinations (including applications received and those brought forward from the 

previous period), of which 32 (76 percent) were granted, whilst the rest were either 

refused, withdrawn or further information was requested.   
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lix. The results showed a decline in the total number of applications received from 149 

applications in the second quarter of 2009 to 42 applications in the same quarter of 

2010.  

 

lx. In the second quarter of 2010, 76 percent of applications were granted. The majority 

of the applications granted were for exemptions for overtime (nearly 50 percent), and 

weekly and daily rest periods (21 percent).  

 

lxi. In 2009, 1,135,823 employees were affected by ministerial determinations, the 

majority by conditions on weekly and daily rest periods (19 percent), averaging of 

hours (17 percent), and meal intervals (15 percent). Ministerial determinations 

affected approximately 10.3 percent of all employees in the economy and 27.3 

percent of all covered workers in 20092.  

 

lxii. Turning to ministerial determinations issued for exemptions on the clauses of a 

sectoral determination: In total, 79 applications were granted on sectoral 

determinations in 2009, affecting 16,624 employees. The majority of the applications 

granted in 2009 were within Farming (around one-third), as well as Civil engineering 

(20 percent) and Wholesale and Retail (22 percent) sectors. The majority of 

employees affected by ministerial determinations were also within the Farming sector 

(around 58 percent), that is, close to 10,000 employees.  

 

lxiii. The majority of applications granted were for overtime conditions in all months. There 

was an increase in the number of overtime applications granted over the period, at 

an average annual increase of 20.7 percent per annum between the third quarter of 

2006 and the same quarter of 2009.  The number of overtime applications seems to 

have declined between 2009 and 2010. A similar trend is seen for applications 

granted for the other BCEA conditions, that is, a positive growth rate between 2006 

and 2009, accompanied by a decline in 2010.  

 

lxiv. During 2008/2009, the majority of applications granted were for variations on clauses 

within the Farm worker sectoral determination. The majority of applications were for 

clauses pertaining to minimum wages, followed by clauses on deductions and 

overtime.  

                                                           
2 According to the Quarterly Labour Force Survey of the fourth quarter of 2009 (Statistics South Africa) 
showed that there were nearly 11 million employees in 2009 in South Africa, and 4.1 million workers 
covered by sectoral determinations.  



14 

 

Learnerships and Children in the Performance of Advertising, Artistic, and Cultural Activities  

lxv. The sectoral determinations on Learnerships and  Children in the Performance of 

Advertising, Artistic, and Cultural Activities were analysed separately from the LFS-

based analysis of the nine remaining sectoral determination, since the LFS does not 

include individuals under the age of 15 years and hence excludes children, nor 

contains sufficient sectoral and occupational information to identify learners.  

 

lxvi. Evidence suggests that a key reason for learners opting out of their learnership 

program without completing is the non-compliance of employers with the allowance 

clause of the sectoral determination on learnerships. 

 

lxvii. Businesses employing children under the age of 15 years in Advertising, Artistic, and 

Cultural Activities may do so provided that they apply for a permit from the Minister of 

Labour. In 2005-2006, there were 1,148 applications received for permits, of which 

the majority were granted.   
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II. Introduction 

The Basic Conditions of Employment Act (BCEA) of 1997 (amended 2002) provided for the 

promulgation of sectoral determinations which establish minimum wages for workers in specific 

sectors of the economy in South Africa. Specifically, the BCEA made provision for the creation of 

the Employment Conditions Commission (ECC), which replaced the old Wage Board. The broad 

aim of the ECC is to protect vulnerable workers in the South African labour force in sectors in 

which they are likely to be exploited, or where worker organizations and trade unions are absent, 

and workers are not covered by the BCEA or other wage regulating mechanisms. The 

commission is thus tasked with conducting investigations into appropriate conditions of 

employment and minimum wages for workers in certain sectors, with a view to making sectoral 

determinations to protect workers in those sectors (DOL: 2003).  

Since the establishment of the ECC, eleven sectoral determinations governing vulnerable 

workers in different sectors of the economy have been established. These are Forestry, 

Agriculture, Contract Cleaning, Children in the Performance of Advertising, Artistic and Cultural 

Activities (under fifteen years of age), Taxi Operators, Civil Engineering, Learnerships, Private 

Security, Domestic Workers, Wholesale and Retail, and Hospitality3. The wage minima in these 

industries are regularly updated for inflation through a formal gazetting process. It is important 

then to emphasise that within the South African labour market, no unitary national wage minimum 

exists, with the minimum wage of an individual depending on his/her sector of employment, 

occupation, hours worked, as well as the location of employment.  

Since the promulgation of the first sectoral determination (Contract Cleaning in 1999), only a few 

studies have considered the impact of sectoral determinations on specific subsets of workers. 

Among these have been Hertz (2005) who analysed the impact of minimum wages on 

employment and earnings of South African domestic workers, and Murray and Van Walbeek 

(2007) who conducted a case study of the KwaZulu Natal North and South Coasts in order to 

determine the impact of the sectoral determination on farm workers in the sugar industry. There 

has however been scant research on the overall impact of sectoral determinations on vulnerable 

workers in South Africa. Given the above relative dearth of research, the aim of this study is to 

provide an analysis of the impact of the current sectoral determinations on a range of labour 

market outcomes, including wage levels, employment, and poverty. In addition, since a key 

problem affecting wage earners in developing countries is non-compliance of employers with 

minimum wage laws (Bhorat and Kanbur, 2007), the study will provide an analysis of compliance 

and enforcement levels within regulated sectors in the South African labour market. It would be 

the first time that such an analysis has been undertaken in the South African context. The study 

will therefore primarily consist of two parts. Section 1.a) considers the impact of sectoral 

determinations on three key outcomes, namely wage levels, poverty and employment. Section 

1.b) incorporates an analysis of the level of enforcement within regulated sectors.  

                                                           
3 Detailed descriptions of each of the sectoral determinations are available on the website of the 
Department of Labour:  http://www.labour.gov.za 
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We begin with a discussion of the data used in the study, and the methodology utilised to identify 

workers covered by sectoral determinations in the LFS data. In particular, some attention will be 

paid to the process used to map areas specified in the sectoral determinations to district councils 

from the LFS data, since this is a key step in the process used to identify workers covered by 

minimum wage legislation in the data. Having detailed the methodology used to identify covered 

workers, a descriptive analysis of the number of workers covered by sectoral determinations in 

South Africa, by sector, will be provided. This will indicate the level of coverage of minimum wage 

legislation in key sectors of the economy.  

III. Datasets and Methodology 

The September 2001 and 2007 LFS were selected as the principal datasets to be used in this 

analysis.  

One of the key purposes of this analysis is to attempt to measure as far back as possible, on the 

basis of feasible and available data, violation or non-compliance before promulgation of a 

sectoral determination, and then to proceed to look at violation at a consistent date after 

promulgation. 2001 serves as a proxy for a year prior to existence all of the sectoral 

determinations (barring Contract Cleaning), or put differently, the year before the intervention was 

introduced. The choice of 2001 as the base year for comparison is critical, since it is a date prior 

to most of the sectoral determinations considered in the analysis. We can consider 2007 to be 

the post-intervention year, or in other words, the „treatment‟ year.  Whilst we would have ideally 

been able to measure violation in 2009, which would serve as a year post-promulgation of all the 

sectoral determinations, the choice of 2007 was crucial since the September 2007 LFS is the 

most recent dataset available from Statistics South Africa that provides information on wages. 

The Quarterly Labour Force Survey (QLFS) replaced the LFS in 2008, but the current version of 

the QLFS does not provide information on income
4

.  

Whilst we attempted to measure violation as far back as possible, the choice of the 2001 LFS 

was based on the fact that it was the earliest available dataset that could be used to obtain 

reliable estimates on income. The OHS datasets for years prior to 2000 were not used due to the 

issue of comparability between the OHS and the LFS datasets, since questions relating to the 

individual‟s employment status changed in the cross-over from the OHS to the LFS (Casale et al. 

2004). Furthermore, the LFS also constitutes a far more detailed description of what constitutes 

work.  The 2001 LFS was selected due to the known problems associated with the 2000 LFS. For 

instance, there are a disproportionately large number of wage outliers in this survey (see Burger 

and Yu 2006), while the survey also seems to overestimate  employment (Branson and 

Wittenberg 2007). Therefore, the earliest year that could be used was 2001. Therefore, what our 

estimates for 2001 and 2007 measure is the effect of the introduction of the sectoral 

determinations on wage levels. Another important point to note is that for the purposes of 

                                                           
4 Although there is some indication that Statistics South Africa will re-introduced the income variable in 
subsequent versions of the QLFS.  
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consistency in the measurement of aggregate violation, it was important to use the same LFS 

years for all the sectoral determinations. If different LFS years were to be used for different 

sectoral determinations, it would render the national estimate of violation problematic.  

For the sectoral determinations that were not in place in 2001, the minima used were the 

hypothetical minima that would have existed in 2001, and were obtained by deflating the minima 

for 2007 to 2001 (using constant 2007 prices).  

Our methodology attempted to measure the change in violation across the sectoral 

determinations using one LFS year as far back as possible before promulgation of a sectoral 

determination, and another as far after the sectoral determination was promulgated. Considering 

the minima individually then, we see that the methodology is ironically the strongest for the Taxi, 

Retail and Hospitality sectors, in which it serves as a year prior to promulgation of the minima, 

and the weakest in the Contract Cleaning sector, which is the only sectoral determination that 

was not promulgated in 2001.  

For the Farm worker, Domestic worker, Taxi, Retail and Hospitality sectors, 2001 serves as a 

year prior to the enforcement of the minima, or in other words, a year prior to the intervention. For 

the Private Security, Forestry and Civil Engineering sectoral determinations, which were 

introduced in 2001, while we would have ideally been able to use a dataset before 2001 to 

measure violation pre-enforcement, as noted above, the use of the 2000 LFS was not feasible 

due to the problems associated with the wage estimates from the dataset. Moreover, use of a 

dataset prior to 2000 would have required us to use the OHS series, and this was also 

problematic due to the comparability issues with the LFS.  Therefore, it was necessary to make a 

trade-off between selecting a year prior to the introduction of the minima, as well as using a 

reliable dataset, and the 2001 LFS was selected. The use of the 2001 LFS is in fact ideal for the 

three sectoral determinations enforced after 2001, namely Hospitality, Retail and the Taxi 

sectors.  We admit that the methodology is the weakest when applied to the Contract Cleaning 

sector, for which is was not possible to use a year prior to the introduction of the minima, since 

using a dataset prior to 1999 would have required the use of the OHS, and as noted earlier, this 

raises problems. Therefore, for the Contract Cleaning sector, what our estimates measure is not 

the change in violation pre- and post the intervention, but the change in the impact of the sectoral 

determination for Contract Cleaners on violation within that sector. Once again, it is worth noting 

that the use of the same LFS years for all the sectoral determinations allows us to obtain a 

national estimate of violation.  

 

 The Income and Expenditure Survey (IES) 2000 (StatsSA) was also used where appropriate. 

The 1995 IES was a detailed national survey that accompanied the OHS 1995 survey, which 

collected information on income from sources other than employment, combined with a detailed 

profile on expenditure by at least 1000 product categories. This was followed by the 2000 IES. 

The IES samples were drawn from the same sample frame as the LFSs of the same years. The 

2000 IES contains data by magisterial district and this information was used during our mapping 
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of local municipalities, magisterial districts, and district councils (DC)7. Furthermore, information 

on the number of covered workers by magisterial district from the 2000 IES was used in order to 

assign DCs to a single area type (A, B or C) in cases where a DC was comprised of local 

municipalities of two or more area types.  

As noted above, the sectoral minima issued are specific to the location of the workers. In 

particular though, the DoL has designated the local municipalities to areas A, B, and C for the 

different sectoral determinations. This demarcation was conducted on the basis of the average 

household income recorded for the municipal area concerned in the 1996 census. The three 

areas were as follows:  

A – Average income greater than R24, 000 per annum 

B – Average income between R12, 000 and R24, 000 per annum 

C – Average income less than R12, 000 per annum (DoL, 2005). 

 

Generally, A areas are urban, B areas are semi-urban, and other areas (C or D) are rural areas. 

The wages in area A are the highest, followed by area B, while area C and other areas have the 

lowest wages. It is important to note that area designations A, B, and C are inconsistent across 

different sectoral determinations. For example, some local municipalities classified as Area A for 

farm workers fell under Area B in the retail sector.  Hence, the area types were determined 

separately for each sectoral determination 

 

In the absence of detailed information on area of work in the LFS, it was necessary to assume 

that the area in which the individual resided was consonant with where he/she worked. However, 

it is worth emphasizing that the possibility that individuals work outside of the area in which they 

live renders this an imperfect measure.  

 

In order to assign individuals to area types, it was first necessary to match the geographical 

information available in the LFS 2001 and 2007 to the areas listed under the sectoral 

determinations. The sectoral determinations issued by the ECC list the local municipalities 

comprising each area type. Generally magisterial districts are the smallest area unit contained 

within local municipalities, which are in turn contained within DCs. However, the boundaries of 

these different area units may overlap so that it is not always possible to conclusively assign 

                                                           
7 The demarcation of the boundaries of geographical areas units in South Africa is conducted by the Demarcation 

Board. The Municipal Demarcation Board was established under the Local Government: Municipal Demarcation Act 

of 1998 in order to determine and re-determine municipal boundaries in South Africa. Prior to the elections in 2000, 

South Africa was divided into 843 municipalities (771 local municipal areas, 42 district councils and 6 metropolitan 

areas with 24 substructures). After the elections, the number of municipalities was reduced. Currently, South Africa 

consists of 6 metropolitan municipalities which act as both district and local municipalities (these are also known as 

Category A municipalities), 46 district municipalities which contain more than one local municipality (Category C 

municipalities), with their contained local municipalities known as Category B municipalities. Within the local 

municipalities are the magisterial districts. There are currently 366 magisterial districts in South Africa. (Source: 

www.demarcation.org).  

 

http://en.wikipedia.org/wiki/Metropolitan_municipality_(South_Africa)
http://en.wikipedia.org/wiki/District_municipality_(South_Africa)
http://www.demarcation.org/
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each magisterial district to a single local municipality, and each local municipality to a single 

district council.  

 

The geographical units used in the various LFSs are not consistent. While the LFS 2000 

contained information by magisterial district, the 2001 LFS provides only province and area type 

(rural/urban). For the 2001 LFS, the magisterial district was derived from the codes in the unique 

number (the first three digits). The magisterial districts were then mapped to local municipalities, 

which were then assigned to areas A, B, C etc. on the basis of the information provided in the 

sectoral determinations. The LFSs from 2004 onwards contain locational information only by DCs 

and not by magisterial districts or local municipalities. For the September 2007 LFS, local 

municipalities were assigned to DCs. This allowed for the DCs to be designated to area A, B, C, 

etc. Our proposed mapping of DCs to areas A, B, etc. for the different sectoral determinations is 

included in the appendix.  

 

It is worth noting that the mapping presented here should be approached with caution. In certain 

cases assigning a whole DC to a single area A, B or C, was problematic. For instance, in some 

cases a DC contained local municipalities falling under more than one area type. The mapping of 

the cross-frontier municipalities (e.g. Sekhukune, Southern District Municipality DC40, 

Lydenburg, and Mapulaneng), which crossed provincial boundaries, was particularly difficult for 

this reason. We attempted to resolve this problem using information from the IES 2000 on the 

number of workers covered by ECC legislation in each magisterial district. For instance, if certain 

areas within a DC fell within area A while the others fell within area B, the DC was assigned to 

either area A or B by determining whether there were more people covered by ECC minimum 

wage legislation in A areas or B areas in the magisterial districts within that DC.  

 

Another issue was the adjustment of the published minima to the required time period, as well as 

to account for the number of hours worked by the individual. Using 2000 as the base year, the 

published minimum wages were adjusted to obtain minima for the required year8.  

 

Another issue worth noting is that the monthly minima published by the ECC are all based on a 

45-hour work week. Workers working longer (or shorter) hours would therefore be paid a higher 

(or lower) wage than the published average. Consequently, the applicable minimum wages were 

adjusted according to the hours worked by each individual. Specifically, we derive an adjusted 

minimum wage (
a

Mw ) as the product of the stipulated minimum wage ( Mw ) and the individual‟s 

hours worked ( h ), divided by 45
9

.  

                                                           
8 *The CPIX used is the Consumer Price Index, excluding interest rates on mortgage bonds for metropolitan and other 
urban areas as reported by Statistics SA six weeks before the increases become effective. 
9 The reported ‘hours worked’ variable is truncated at 84 hours to avoid a situation where this 
adjustment leads to very high minimum wages for people who work very long hours. This implies 
truncation at or around the 98

th
 or 99

th
 percentile of the ‘hours worked’ variable.  
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Methodological Approach-Kanbur’s Index of Violation 

In the enforcement literature, non-compliance with minimum wages or „violation‟ is generally 

measured as the fraction of all covered workers whose wages fall below the statutory minimum. 

However, using this method of measuring compliance one is not able to distinguish between 

different degrees of violation. For example, a wage just below the minimum is equivalent in 

violation to a wage at one-third of the minimum. As a potential solution to the problem, Kanbur 

(2007) proposes what he refers to as an „index of violation’ to capture both the number of wage 

earners falling below the minimum as well as the distance of their wages from the minima. This 

method is derived from the generic class of poverty measures introduced by Foster-Greer-

Thorbecke (FGT) (1984)11, namely the headcount index, the poverty gap and the squared poverty 

gap. This approach treats the minimum wage in the same way as the poverty line Z in the FGT 

poverty measures. By reworking the FGT class of poverty measures, Kanbur (2007) derives both 

an absolute and a relative measure of violation.  It is worth noting, however, that unlike the 

standard FGT index where a fixed poverty line is set for the entire population, in this study each 

worker covered by minimum wage legislation in South Africa faces a unique minimum depending 

on his or her sector, occupation, location, and hours worked. Using this approach then, one can 

consider the „poverty line‟ Z for each individual worker as being equal to their respective minimum 

wage.  

 

The index of violation as proposed by Kanbur (2007) is derived as follows:  

Let the minimum wage for each worker be denoted by . If there is full compliance or, in other 

words, enforcement of the minimum wage is perfect, then, strictly speaking, one would not expect 

to see any wages below . Compliance of an employer in this context therefore means paying 

a wage , and non-compliance means paying a wage that is below .  The measure of 

individual violation or in other words, employer non-compliance, can then be expressed as 

follows: 

                                                                                                        
(1) 

 

The measure of violation of an individual, v , is positive if  (non-compliance), v  is equal 

to zero if  (exact compliance), and v is negative if  
 
(over-compliance) (Defined 

as in Basu, Chau and Kanbur, 2009). The parameter a may take on values greater than or equal 

                                                           
11 The Foster-Greer-Thorbecke (FGT) class of poverty measures can be expressed as follows: 
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for α≥0 where z is the poverty line, yi is the standard of living indicator of the ith household, and α is the 
‘aversion to poverty’ parameter. The higher the value of , the more sensitive the measure is to the well-

being of the poorest person. The headcount index is obtained by setting 0and the poverty gap by 

setting 1. Setting 2 gives the squared poverty gap (Foster-Greer-Thorbecke (1984).  
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to zero. When 0 , v  becomes a marker of violation of an individual, taking on a value of 1 

when w  is strictly less than , and a value of 0 when w  is greater than or equal to . When 

the parameter , v  is the ratio of the gap between the actual wage received by the 

individual, w , and the official minimum , to the minimum .When , the value of the 

violation index, v, is more sensitive to larger violations.  

 

The above equation provides a measure of violation for the wage of an individual. In order to 

obtain a measure of overall violation (Va) in the labour market, the average of individual violation 

(V) over the entire wage distribution is estimated: 

an

i

mma www
n

V
1

/
1

                                                                                
                

(2) 

 

This expression is simply the equivalent of the familiar FGT poverty measures, with the minimum 

wage substituting for the poverty line Z and  for income.  In the FGT methodology, the 

parameter  is a measure of poverty aversion (Foster-Greer-Thorebecke, 1984). Analogously, 

we can treat in the above expression as the „aversion to violation‟ parameter. The higher the 

value of the parameter , the more sensitive the measure is to high levels of violation. Setting  

equals to 0 provides the proportion of violated individuals (V0), whilst denotes the depth of 

violation (V1), and is the squared depth of violation measuring the severity of violation 

(Kanbur, 2007; Foster-Greer-Thorebecke, 1984).  

 

Therefore, V0 may be interpreted as the fraction of individuals below the minima, or the proportion 

of individual in the sample who are violated. The interpretation of V1 is less direct. V1 is effectively 

(the percentage of workers violated times the percentage shortfall of the average wage of 

violated workers from the minimum wage. Put differently, violated workers in the sample are 

earning on average (V1/V0) below the relevant minima. Therefore, in order to get the percentage 

shortfall of the average wage of violated workers from the relevant minimum, it is necessary to 

divide V1 it by the fraction of workers earning less than the minimum wage (which is also V0). In 

the analysis later on below, therefore, we will where relevant report the ratio of V1 to V0 rather 

than just V1 in order to measure the mean distance below the minimum12.  

                                                           
12 It is useful here to think of V1 in analogy to the poverty gap measure P1, the FGT measure with alpha = 
1.  
P1 = P0x I 
where P0 is the head count ratio, the percentage of people below the poverty line , and  
I = (z-y)/z  
where z is the poverty line and y is the mean income of the poor. So I is the percentage shortfall of the 
mean income of the poor (m) from the poverty line (z). 
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IV. Sectoral Determinations and Labour Market Outcomes in South Africa: 

Poverty, Employment, and Enforcement. 

The bulk of the study will concentrate on the impact of sectoral determinations on wages, poverty 

and employment levels. Since enforcement of minimum wages is a concern, particularly in 

developing countries like South Africa, the study will also analyse compliance of employers with 

minimum wage legislation in regulated sectors.  

 

In what follows below, we provide a brief overview of the Ministry of Labour‟s sectoral minimum 

wage laws or, as these are officially known, sectoral determinations. In total, we examine nine 

such sectoral determinations13, utilizing nationally representative labour force surveys to analyse 

and measure compliance levels in the South African labour market. Turning to the first of these 

minima then, the Retail and Wholesale sectoral determination covers all those employed in that 

sector, excluding the self-employed. Within this determination, there are six different sub-groups, 

which could be isolated using the labour force survey data, namely managers, clerks, shop 

assistants, sales assistants, drivers, and fork-lift operators. The minima which are set differ for 

each of these sub-groups depending on the region of employment. In most sectoral 

determinations, the state sets wage minima by location to account principally for urban and rural 

areas. Hence, it is commonplace to stipulate minimum wage levels by urban, rural and semi-

urban areas.  

 

Wage stipulations for Domestic Workers are taken to represent domestic workers or gardeners in 

elementary occupations working for private households.  Within this determination, there are two 

area types, A and B.  The prescribed minima are different on the basis of whether the number of 

hours worked is below or above 27 hours per week.  

 

The Farm Worker sectoral determination applies to all agricultural sector workers, excluding 

workers in the forestry sector (The definition includes security guards working for a farm as well). 

 

The sectoral determination for the Forestry sector sets a fixed minimum rate of remuneration for 

those working in all areas within the forestry sector, with no locational differential.  

 

The sectoral determination for the Taxi sector applies to all categories of workers in the transport 

sector involved in the operation of minibus taxis, and excludes metered taxis. Within this 

determination a distinction is made between drivers and fare collectors.  

                                                                                                                                                                             
So, by analogy, V1 is(the percentage of workers violated) x (the percentage shortfall of the average wage 
of violated workers from the minimum wage). 
 
13 In the analysis that follows below, the sectoral determination covering learnerships was excluded due 
to a lack of information in the LFS pertaining to learners. Naturally, the sectoral determination applicable 
to children working in performance arts was also excluded since children are not classified as being part 
of the working age population (15 to 65 years) in the LFS.   
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The ECC‟s sectoral determination for the Private Security sector applies to all employers and 

employees involved in guarding or protecting fixed property, premises, goods, persons or 

employees. We assume that security workers employed in the retail sector fall under the retail 

sectoral determination. Minimum wages are differentiated by the security officers‟ grade 

(qualification) and the years of operation. Grades A to E are specified, but these cannot be 

isolated using the labour force data. Thus, for the purposes of this study, the minima for security 

workers were calculated as the average of the minima of the various grade officers was used 

along with the sectoral determinations of the 1
st
 year of operation. There are five different area 

types demarcated within this determination. 

 

In the wage minima for the Hospitality sector, the only variation in the minimum wage comes from 

the fact that small firms (less than ten employees) face a lower minimum wage than medium to 

large firms.14  

 

The Contract Cleaning sector was identified as cleaners who work outside of the private 

household sector. The contract cleaning industry is difficult to isolate using the labour force 

survey data, and contract cleaners tend to report a range of industries but the most common 

sector of employment reported is the government, social and other services‟ sector. The minima 

prescribed for contract cleaners are hourly minima. These rates were adjusted to derive monthly 

minimum wages for this determination using 45 hours per week as the default. The areas for 

contract cleaners are demarcated into three areas locations15.  

 

The final sectoral determination is for workers employed in the Civil engineering industry. Within 

the Civil Engineering sector, hourly wages are set on the basis of task grade.  Nine different task 

grades are defined. It was assumed that all workers were engaged in Grade 1 tasks (that is, 

general workers in the Civil Engineering sector) due to a lack of further information in the data. 

Within Grade 1, two different minima are set on the basis of geographical location.  

IV a: The Effects of Minimum Wages on Employment and Earnings  

Minimum wages are used as a policy tool to address low incomes and poverty among working 

adults, and are often favoured over direct policy interventions since they do not require additional 

spending by the government. The socioeconomic arguments in favour of minimum wages are 

well established, that is, minimum wages aim to redistribute earnings to low paid workers and to 

lift the working poor out of poverty (Freeman, 1996). South Africa‟s large number of working poor 

                                                           
14 Respondents in the data report the size of the firm for which they work. This information could be used 
to identify minimum wage levels for different workers within the hospitality industry.  
15 Three areas are specified for the Contract Cleaning sector, namely A, B, and C. Strictly speaking, the 
published minima do not pertain to area B, whose wages are determined by bargaining councils. 
However, for the sake of discussion we decided to include area B workers in our analysis, using the 
minimum rates for area A as the benchmark.   
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(see for instance Bhorat and Leibbrandt, 1996) as well as labour market discrimination inherited 

from the past are strong arguments in support of minimum wages in South Africa. In addition, it is 

recognised that poverty is not limited to unemployed individuals in South Africa – since income is 

often shared among large families within which the unemployed reside, causing the entire family 

to be in poverty despite being attached to the labour market. Minimum wages may thus play an 

important role in dealing with household poverty in South Africa.  

Methodology and Approach  

In proceeding to analyse a central question, namely the impact of minimum wage legislation on 

the wage levels of workers, the study proposes to use two approaches. Firstly, the study 

compare actual mean and median wages earned by workers covered by sectoral determinations 

in each sector against the government mandated minimum wage levels for those workers over 

time, by sectoral determination. This will indicate two things: Firstly, whether the actual wages 

earned by workers is higher than the mandated minimum wage, and secondly, whether wage 

levels of covered workers have been rising over time due to the introduction of minimum wages 

in the specified sectors. In order to provide a clearer graphical analysis of the wage levels of 

workers, the study will then make use of kernel density plots to graph the log of monthly wages 

for each of the sectoral determinations, controlling for the areas covered by the sectoral 

determination. In particular, spikes in the distribution at or around the minimum wage will be 

analysed. If legal minimum wages are enforced in a particular sector, one would expect to see 

the distribution of wages censored from below the level of the minimum wage, with no or very few 

workers earning below the minimum wage. Furthermore, a high density at the minimum wage will 

indicate enforcement of minimum wages. The issue of enforcement will however be dealt with 

more formally in the next section of the study.  

Minimum wages and aggregate wage levels 

The first outcome to be analysed is wage levels in South Africa. In order to investigate the impact 

of minimum wage legislation on wage levels in South Africa, we explore the changes in real 

wages between 2001 and 2007 by sectoral determination in the table below. Only wages of 

covered workers, and workers whom are not self-employed are considered (since self employed 

workers do not fall under minimum wage legislation). Since most of the sectoral determinations 

were introduced after 2001 (barring Contract Cleaners), the estimates from the 2001 LFS serve 

as a, admittedly weak, proxy for wages prior to the introduction of the sectoral determinations, 

and comparison with the LFS 2007 estimates allows for an analysis of the changes in wage 

levels pre and post enforcement of the sectoral determinations. Growth rates presented are 

mean annualised growth rates for the six year period. As the table shows, overall real wages 

increased significantly at 2.1 percent per annum between 2001 and 2007.  

Table 1: Change in real monthly wages by sectoral determination (covered workers only). 

Sectoral Determination 2001 2007 Mean annual growth rate 2001-2007 

Retail 3,501 3,517 1.0% 
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Domestic 700 971 6.6% 

Farm workers 931 1,346 7.3% 

Forestry 1,317 1,728 5.6% 

Taxi 3,017 2,383 -3.0% 

Security 2,762 2,276 -2.3% 

Hospitality 2,329 2,742 3.7% 

Contract cleaning 2,551 2,601 1.3% 

Civil engineering 15,672 11,955 -3.5% 

Total 1,978 2,117 2.1% 

Notes:  

1. Bold indicates significant change at the 90% confidence level.  
2. Wages are converted to September 2007 prices using the urban CPI published by Statistics South Africa. 

 

Examining the wage levels across sectoral determinations, we note that the rise in real wages 

was driven by the Domestic and Farm worker sectors, which experienced real wage increases of 

6.6 and 7.3 percent respectively. The changes in the wage levels in other sectors were not 

significant at the 10 percent level. Indeed the wages for the Domestic worker and Farm worker 

sectors are significantly lower than for all other sectors in both years (barring the Forestry sector 

in 2007). The significant rise in wage levels in these two sectors may indicate that minimum 

wages have had an effect on vulnerable sectors. 

 

Table 2 below examines changes in mean and minimum wages across the nine sectoral 

determinations. As noted earlier, the minimum wages presented here are the real mean minimum 

wages adjusted for hours worked by the individual and the area in which they reside. The table 

shows that real mean minimum wages have fallen slightly in the Domestic and Farm worker 

sectors over the period. This has been accompanied by a significant rise in the mean wages in 

these sectors, resulting in a decline in the ratio of the minimum to the mean wage. All changes 

noted were significant at the 90 percent confidence interval.  

 

 

 

 

 

 

Table 2: Mean and Minimum wages by sectoral determination, 2001 and 2007 

  2001 2007  

 Sectoral Determination Minimum Mean Ratio Minimum Mean Ratio  

Retail 2,387 3,501 0.7 2,304 3,517 0.7  

Domestic 924 700 1.3 818 971 0.8  

Farm workers 1,218 931 1.3 1,073 1,346 0.8  

Forestry 1,024 1,317 0.8 958 1,728 0.6  

Taxi 1,661 3,017 0.6 1,753 2,383 0.7  

Security 2,722 2,762 1.0 2,661 2,276 1.2  
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Hospitality 1,664 2,329 0.7 1,450 2,742 0.5  

Contract cleaning 1,740 2,551 0.7 1,574 2,601 0.6  

civil engineering 2,287 15,672 0.1 2,047 11,955 0.2  

Total  1,607 1,978 0.8 1,522 2,117 0.7  

Note:  
1. Wages were converted to real 2007 prices using the CPI for all items in Metropolitan areas published by 

Statistics South Africa and 2000 as the base year.  

2. Bold indicates a significant change between 2001 and 2007 at 10 percent.  

 

The results above show that in 2001 the minimum wage in the Domestic and Farm worker 

sectors was significantly higher than the mean wage. However, by 2007, the mean wage in these 

sectors rose significantly, and was significantly higher than the stipulated minimum. This 

suggests that the sectoral determinations in the Domestic and Farm worker sectors were 

effective in raising wages in these sectors over the period. This may also be a result of efforts to 

increase enforcement of the Domestic and Farm worker sectoral determinations. However, 

although the mean wage in these sectors has risen, Domestic and Farm workers still remained 

the lowest paid individuals in the labour market in 2007.  

 

There was a significant decline in the real mean minimum wages in the Hospitality, Contract 

Cleaning and Civil Engineering sectors. However, the mean wages in these sectors did not 

change significantly between 2001 and 2007.  

 

The ratio of the minimum wage to the mean wage, also known as the Kaitz index, will be 

discussed later in Section  IV c.  

Employment Effects of Minimum Wages 

Having considered the effect of sectoral determinations on wage levels, the employment effects 

are now investigated. Whilst there are strong arguments in favour of minimum wages given the 

large number of working poor in South Africa, the introduction of minimum wages in an economy 

with high unemployment rates is not always favoured by all. More specifically, the extent of the 

employment impact depends on the wage elasticity of labour demand which is defined as the 

responsiveness of employment levels to changes in wages. The employment effect also depends 

on the level of the minimum wage relative to market wages, with some arguing that moderate 

increases in wages are unlikely to affect employment levels in any significant way as employers 

may be able to mitigate cost increases in ways other than reducing employment levels. However, 

for large increases above current market wages, the reaction from employers may be more 

severe.  

Table 3 below sheds light on the changes in employment in sectors covered by sectoral 

determinations in South Africa during the 2001 to 2007 period. The largest covered sector in 

2007 was the Domestic worker sector, with approximately 1.2 million employed individuals, 

followed by the Retail sector with 802,242 individuals. The smallest sectors were the Civil 

Engineering and the Forestry sectors with approximately 59,926 and 17,373 employed workers 
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respectively. Overall, employment in South Africa of workers covered by minimum wage 

legislation grew at a rate of 2.9 percent per annum from nearly 3.5 million in 2001 to just over 4 

million in 2007. In 2001 then, sectoral minima in South Africa covered 31 percent of all workers, 

whilst by 2007 this proportion remained unchanged at 31 percent. Hence, around one-third of all 

South African workers are covered by mandated minimum wage laws16.   Sectors which 

experienced significant growth in employment were the Retail, Domestic worker, Taxi, Security 

and Hospitality sectors.  The sector to experience the fastest growth in employment was the Taxi 

sector, which grew at 12.5 percent per annum. Not all sectors, however, experienced positive 

employment growth. Employment across some sectors, such as the Forestry and Civil 

Engineering sectors was not significantly altered during this time, whilst sectors such as the Farm 

worker sector in Areas B and C witnessed a significant decline in employment at a rate of 4.9 

percent per annum.  

 

 

 

 

 

 

 

 

 

 

 

 

                                                           
16 If only non-self-employed individuals are considered, the proportion covered was 38 percent in both 
2001 and 2007.  
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Table 3:  Changes in employment across sectoral determinations, September 2001 to 2007 

Sectoral Determination 2001 2007 Av. Growth rate 
Retail sector Managers Area A 56,871 91,229 8.2% 

Retail sector Managers Area B 12,585 21,342 9.2% 

Retail sector Managers Area C 6,507 7,092 1.4% 

Retail sector Clerks Area A 140,676 212,333 7.1% 

Retail sector Clerks Area B 41,639 41,920 0.1% 

Retail sector Clerks Area C 49,382 62,309 4.0% 

Retail sector Sales assistant Area A 22,004 40,133 10.5% 

Retail sector Sales assistant Area B 987 4,262 27.6% 

Retail sector Sales assistant Area C 5,428 9,578 9.9% 

Retail sector Shop assistant Area A 183,133 151,649 -3.1% 

Retail sector Shop assistant Area B 52,594 38,457 -5.1% 

Retail sector Shop assistant Area C 65,862 55,085 -2.9% 

Retail sector Drivers Area A 19,428 40,523 13.0% 

Retail sector Drivers Area B 8,761 7,696 -2.1% 

Retail sector Drivers Area C 9,840 11,160 2.1% 

Retail sector Forklift operators Area A 1,638 5,605 22.8% 

Retail sector Forklift operators Area B 934 783 -2.9% 

Retail sector Forklift operators Area C 601 1,086 10.4% 

Retail Sector 678,870 802,242 2.8% 

Domestic workers Area A 442,800 709,540 8.2% 

Domestic workers Area B & C 438,319 481,793 1.6% 

Domestic Workers 881,120 1,191,333 5.2% 

Farm workers Area A 224,934 243,441 1.3% 

Farm workers Area B & C 522,535 386,341 -4.9% 

Farm Workers 747,470 629,782 -2.8% 

Forestry All workers 82,856 59,926 -5.3% 

Taxi operators Drivers 54,960 160,226 19.5% 

Taxi operators Fare collector 8,121 12,630 7.6% 

Taxi operators 63,081 172,856 18.3% 

Security workers Area 1 130,074 263,359 12.5% 

Security workers Area 2 13,707 8,413 -7.8% 

Security workers Area 3 4,498 3,106 -6.0% 

Security workers Area 4 8,484 16,582 11.8% 

Security workers Area 5 124,973 122,355 -0.4% 

Security workers 281,737 413,815 6.6% 

Hospitality small firms 71,784 77,097 1.2% 

Hospitality med-large firms 123,576 202,386 8.6% 

Hospitality Workers 195,360 279,483 6.1% 

Contract cleaning Area 1 148,282 227,561 7.4% 

Contract cleaning Area 2 69,072 80,717 2.6% 

Contract cleaning Area 3 279,254 231,001 -3.1% 

Contract cleaners 496,608 539,279 1.4% 

Civil engineering  28,767 17,373 -8.1% 

Total covered workers 3,455,868 4,106,089 2.9% 

Note: Bold indicates significant change at 90 percent level. Only the non-self-employed were included in the analysis.  
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Table 4 below presents simple employment-output elasticities by sectoral determination during 

the 2001 to 2007 period. For instance, the Retail sector yields a positive employment-output 

elasticity estimate of 0.6, indicating that for every 1 percent increase in labour demand, 

employment of Retail sector workers grew by 0.6 percent. The Taxi sector yields the highest 

employment-output elasticity estimate, that is, 3 percent. This suggests that for every 1 percent 

increase in labour demand in the Transport sector, employment of Taxi sector workers grew by 3 

percent.  

 

Table 4:  Simple employment-output elasticities by sectoral determination, 2001 to 2007 

GVA by sector Mean annual growth 
GVA 

Mean annual growth 
employment 

Employment-output 
Elasticity  

Retail 4.8% 2.8% 0.6 

Domestic 4.0% 5.1% 1.3 

Farm workers 1.4% -2.8% -2.0 

Forestry 1.4% -5.3% -3.7 

Taxi 6.1% 18.3% 3.0 

Security 4.0% 6.6% 1.6 

Hospitality 4.8% 6.1% 1.3 

Contract 
cleaning 

4.0% 1.4% 0.3 

Civil engineering 9.8% -8.1% -0.8 

Total  4.6% 2.9% 0.6 

Source: Value added by sector was obtained from Statistics South Africa (StatsSA). 
Notes:  

1. GVA is in constant 2005 prices. GVA for the Retail and Hospitality sectoral determinations is GVA of the 
Wholesale and Retail trade, hotels and restaurant sector, GVA for the Farm and Forestry sectoral 
determinations is GVA of the Agriculture, Forestry and Fishing sector, GVA  for the Domestic worker, 
Security and Contract Cleaning services sectors is GVA of Personal services, GVA  in Civil engineering is GVA 
of the Construction sector, and GVA for the Taxi worker sectoral determination is GVA of the Transport, 
Storage and Communication sector, as provided by StataSA. 

2. The employment-output elasticity estimate is not a true elasticity estimate.  
 

As Table 4 shows, the Farm, Forestry and Civil Engineering sectors yield negative elasticity 

estimates, suggesting that expansion in output in these sectors was accompanied by a fall in 

employment, or in other words, growth in these sectors was „jobless growth‟.  

Figure 1 below shows the relationship between the change in Gross Value Added (GVA) and 

employment growth across the nine sectoral determinations. The figure shows that output 

expansion was positive across all nine sectoral determinations during the 2001 to 2007 period. 

Most of the sectors experienced growth in employment, barring the Civil Engineering, Farm 

worker and Forestry sectors, where employment fell. Since most of the sectors lie along the 45-

degree line (the Forestry, Hospitality, Retail, Contract Cleaning and Domestic Worker sectors), 

we can conclude that growth in GVA and employment in these sectors was roughly proportional, 

or in other words, the labour productivity in these sectors did not change during the six year 

period.  
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Figure 1: Gross value added and employment growth across sectoral determinations, 2001-2007 

Source: LFS 2001:2 and 2007:2 (StatsSA); GDP from StatsSA. 
Notes: Constant 2005 prices. Each of the nine sectoral determinations is represented by a circle in the figure. For 
each sector, the rate of growth of real gross value added and the rate of sectoral employment growth are used for 
the co-ordinates of the centre of the relevant circle. The size of each circle represents the relative size of employment 
in that sector in 2001. Thus a large circle represents a sector employing more people than a smaller circle. The figure 
can be divided into four quadrants. The upper right quadrant is characterised by both GVA and employment 
expansion, while the lower left quadrant will contain sectors where both GVA and employment have been in decline. 
In the lower right quadrant, GVA is growing but employment is declining, while the opposite is true of the upper left 
quadrant. Further, the 45° line divides the figure into two sections. The upper section represents points where 
employment expansion is more rapid than GVA expansion, while the lower section represents points where 
employment expansion has been slower than GVA growth. Naturally, on this line employment growth and GVA 
growth are identical. The interpretation of these two areas can be extended further and conclusions may be reached 
regarding the labour intensity of gross value added and labour productivity. For example, GVA in a sector above the 
45° line has become more labour intensive over the period, since employment has grown more rapidly than GVA. Put 
differently, such a sector will have seen GVA per worker decline over the period. The opposite is true for sectors 
below the 45° line, which will have seen a decline in the labour intensity of GVA or a rise in GVA per worker. 

 

The bubble for the Taxi worker sectoral determination lies well above the 45-degree line, 

indicating that the annual growth rate in employment exceeded the growth in output during this 

period, and that this sector became more labour intensive during this period, or in other words, 

GVA per worker in the sector declined. On the other hand, the bubbles representing the Forestry, 

Farm worker and Civil Engineering sectors lie below the 45-degree line, suggesting that GVA per 

worker rose in these sectors, due to the expansion in output exceeding the growth in employment 

between 2001 and 2007.  Although output expansion occurred in these sectors, there was a 

Retail

Domestic workers

Farm

Forestry

Taxi

Hospitality workers

Contract cleaners

Ciivil Engineering

-10.0%

-5.0%

0.0%

5.0%

10.0%

15.0%

20.0%

-2.0% 0.0% 2.0% 4.0% 6.0% 8.0% 10.0%A
n

n
u

al
 %

 c
h

an
ge

 in
 e

m
p

lo
ym

e
n

t

Annual % change in GVA 

Security



31 

 

decline in employment. The growth in GVA per worker was the fastest in the Civil Engineering 

sector.  

 

The issue of the trade-off between wages and employment has been much discussed in the 

literature on South Africa (Hertz, 2002). In order to examine the relationship between changes in 

employment and wage levels, we now present simple elasticity17 estimates of the wages-

employment relationship in Table 5. The simple employment-wage elasticity estimate for 2001 to 

2007 was 1.4, suggesting that a 1 percent increase in wage levels was accompanied by a 1.4 

percent rise in employment.  

 

Table 5: Simple elasticity estimates of employment-wages, 2001 to 2007 

 Sectoral 
Determination 

% annual change 
employment 

% annual change 
wage 

Simple elasticity employment-
wage 

Retail 2.9% 1.0% 2.9 

Domestic 5.1% 6.6% 0.8 

Farm workers -2.8% 7.3% -0.4 

Forestry -5.3% 5.6% -0.9 

Taxi 18.3% -3.0% -6.2 
Security 6.6% -2.3% -2.9 

Hospitality 6.1% 3.7% 1.7 

Contract cleaning 1.4% 1.3% 1.1 

Civil engineering -8.1% -3.5% 2.3 

Total 2.9% 2.1% 1.4 

Notes:  
1.  Bold indicates significant change at the 90% confidence level.  
2. Wages are converted to September 2007 prices using the urban CPI published by Statistics South Africa 

(using 2001 as the base year). 
3. The elasticity estimates here are not true employment-wage elasticities.  
4. Only employment in covered sectors is considered, that is, excluding the self-employed.  

 

Most of the sectors yielded a positive employment-wage elasticity estimate, barring the Farm 

worker, Forestry, Taxi, and Security sectors, which yield negative employment-wage elasticities, 

suggesting a negative relationship between employment and wages in these sectors. The largest 

elasticity estimate was in the Retail sector, 2.9, for which a 1 percent rise in wages is associated 

with a 2.9 percent increase in employment.  

 

Enforcement and employment 

We now turn in Table 6 below to a brief examination of the relationship between enforcement 

levels, as measured by the V1 index of violation proposed above (that is the fraction of individuals 

whose wages fall below the stipulated minima), and employment . A decline in the fraction of 

violated individuals, as measured by V1, represents an increase in enforcement of minimum 

wages in a particular sector. We would expect the change in employment, , to be a function of a 

                                                           
17 Of course, formal modelling is required to control for the variety of different variables that may impact on the 
relationship between employment and wages.. Consequently, the numbers presented are not true elasticities but 
only simple elasticity estimates.  
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number of variables, including labour demand (as proxied for above by gross value added, x) and 

the level of enforcement of sectoral minima: 

 

 where   

 

 is the change in employment between period t and period t+1,  is enforcement,   is the 

demand for labour (GVA),  represents other variables correlated with a change in employment, 

where  is a decreasing function of enforcement. In order to investigate whether this relationship 

holds, below we estimate simple elasticities of the changes in employment to enforcement, using 

the  measure of violation as a measure of enforcement in a sector. A lower value of  in 2007 

indicates a higher level of enforcement within a sector, that is, the wages of workers receiving 

sub-minimum wages became, on average, closer to the stipulated minimum. The estimates show 

a significant decline in  for Domestic and Farm workers, as well as in the Hospitality sector. Put 

differently, these sectors experienced an increase in enforcement. Overall, enforcement in South 

Africa, as measured by the  index, increased significantly during the 2001 to 2007 period at 

nearly 3 percent per annum. The changes in enforcement along with estimates of the indices of 

violation are discussed in detail later on in Section III c.  

 

 As shown in Table 6 below, the overall elasticity of employment in covered sectors to 

enforcement is -0.9, suggesting that a 1 percent rise in violation (or in other words, a decline in 

enforcement of 1 percent) of minimum wages yields a decline in employment of 0.9 percent. This 

would imply that overall the proposed negative relationship between employment and 

enforcement does not hold, with a decline in employment associated with a rise in violation, or in 

other words a decline in enforcement. However, this relationship varies between sectors, as not 

all sectors yield negative elasticity estimates for employment to violation.  

 

Table 6:  Changes in enforcement across sectoral determinations, 2001 to 2007 
Sectoral 
Determination 

V1 

2001 
V1 

2007 
AAG in 
violatio
n 

AAG in 
employ

ment 

Elasticity employment-
violation 

( ) 

Retail 40.3% 39.0% -0.5% 2.9% -5.3 

Domestic 63.0% 38.7% -7.8% 5.1% -0.7 

Farm workers 77.7% 55.4% -5.5% -2.8% 0.5 

Forestry 55.3% 53.3% -0.6% -5.3% 8.5 

Taxi 29.0% 46.6% 8.2% 18.3% 2.2 

Security 57.7% 67.0% 2.5% 6.6% 2.6 

Hospitality 40.8% 28.6% -5.7% 6.1% -1.1 

Contract cleaning 35.7% 43.9% 3.5% 1.4% 0.4 

civil engineering 1.6% 8.6% 32.7% -8.1% -0.2 

Total 54.8% 44.6% -3.4% 2.9% -0.9 

Note: AAG is annualized average growth rate for the 2001 to 2007 period.  
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As the elasticity estimates above show, a rise in violation (or a fall in enforcement) is associated 

with a decline in employment in the Retail, Domestic worker, Hospitality, and Civil Engineering 

sectors. These sectors all yield negative employment-violation elasticity estimates. The Retail 

sector yields the largest decline in employment as a result of an increase in non-compliance or 

violation, with an elasticity estimate of -5.3 percent, which implies that a 1 percent increase in 

violation results in a 5 percent decline in employment in that sector. The remaining sectors yield 

positive elasticity estimates, suggesting that an increase in non-compliance or a decline in 

enforcement of minimum wages, is associated with a rise in employment in these sectors. The 

highest elasticity estimate is obtained for the Forestry sector, for which a 1 percent rise in 

violation yields an increase in employment of 8 percent. In other words, there seems to be a 

strong negative relationship between enforcement of minimum wages and employment within this 

sector.  

 

The simple elasticites of employment-enforcement, were estimated above in an attempt to 

investigate the relationship between employment and violation (or in other words enforcement), 

where an increase in enforcement is indicated by a decline in violation. However, whilst the 

overall elasticity estimate for employment-enforcement, at first glance indicates that an increase 

in enforcement increases employment, this result must be interpreted with caution. There may be 

other factors influencing this result, such as economic growth, the relative price of capital versus 

labour, etc., which may impact on labour demand trends. In order to isolate the „pure‟ impact of 

the sectoral determinations on employment, we would of course need to estimate a labour 

demand function, which is beyond the scope of this study.  

Conclusions 

The results above allow us to draw some preliminary conclusions on the relationship between 

sectoral determinations and labour market outcomes in South Africa. The three outcome 

variables investigated were wages, output, and enforcement. Sectoral determinations cover 

around one-third of workers in the South African labour market, and this proportion has remained 

more or less unchanged during the period. Overall, South Africa witnessed a rise in the real 

wages of workers covered by sectoral determinations during the 2001 to 2007 period, particularly 

the wages of Domestic and Farm workers. Employment in sectors covered by minimum wage 

legislation also grew significantly over this period, at around 2.9 percent per annum, whilst output 

grew by 4.6 percent. The positive growth in employment and output resulted in a positive 

relationship between employment and output during the 2001 to 2007 period. The evidence 

suggests that overall there was a positive relationship between employment and wages in 

sectors covered by minimum wage legislation. However, the experiences of individual sectors 

differ. For instance, whilst the Taxi sector yielded a negative relationship between employment 

and wages, in the Domestic worker sector, a rise in wages was associated with a rise in 

employment between 2001 and 2007.  Similarly the employment-output elasticity estimates differ 

across sectors. The third outcome variable thought to impact on employment was the level of 

enforcement of minimum wages within a sector. This was measured using the  index of 
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violation, which provides a measure of the average distance below the minima. Overall, 

enforcement increased during the period, as seen by the significant decline in the index of 

violation. The results for the simple elasticity estimates of employment-enforcement suggest that 

a one percent increase in violation, or in other words, a one-percent decrease in enforcement, is 

associated with a one percent decrease in employment.  

 

Collectively then, these results seem to imply that the changes in employment over the 2001 to 

2007 period are a function of a number of factors, including the change in output, employment, 

and enforcement over the period. Overall, employment is an increasing function of changes in 

enforcement (in other words, a decrease in violation), wages and labour demand (as measured 

by output). However, the nature of this relationship depends on the sector of employment.  

IVb.  Minimum wages and poverty  

Having briefly discussed the relationship between minimum wages and employment in South 

Africa, we now turn to an analysis of the impact of minimum wages on poverty. While there is 

much by way of empirical literature on the employment effects of minimum wages, the literature 

on the poverty effects of the minimum wage is modest (Vedder and Galloway, 2001). This is 

partly due to the difficulty in identifying the mechanism through which minimum wages affect 

employment levels in the economy and therefore household poverty. Saget (2001) points out that 

the level of the minimum wage needs to be high enough to take people out of poverty but low 

enough not to affect employment negatively. Furthermore, minimum wage legislation may impact 

on a variety of other economic outcomes, thus indirectly impacting on household poverty. For 

instance Saget (2001) points out that employers might increase prices following the institution of 

minimum wages, while Vedder and Galloway (2001) assess whether employers may reduce non-

wage benefits in response to the institution of minimum wages. Below we attempt to investigate 

some of the effects of sectoral determinations on poverty in South Africa.  

Data issues 

The datasets utilized here are the September Labour Force Surveys (LFS) of 2001 and 2007.  All 

estimates were converted to 2007 prices using the urban CPI published by Statistics South 

Africa. The use of the LFS data in the analysis of household poverty here has limitations. For 

instance, the survey provides no information about non-labour sources of income. Hence, neither 

household income, nor consumption based estimates of poverty may be obtained. Although the 

OHS and General Household surveys (GHS) provide information on household income, as 

mentioned earlier, the LFS is the preferred dataset to use when analysing employment, since it 

provides a much more detailed definition of what constitutes employment than the GHS and OHS 

surveys. Furthermore, comparability issues arise between the LFS and GHS employment 

estimates.   Since we are concerned here mainly with the effect of minimum wages on poverty, 

only wage income has been considered in the analysis, since the inclusion of grant income in the 

analysis may mask the effect of minimum wages on poverty. Since only wage income is 
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considered, and since the LFS is the primary dataset employed in the remainder of this study in 

the analysis of compliance, the LFS data is also used here in the analysis of the poverty effects 

of minimum wages.  

Results  

As noted above, the poverty estimates presented in this section are estimates of wage poverty, 

since the use of the LFS dataset to measure poverty does not allow us to measure income from 

grants, and household assets. Nor can we take into account the living conditions of workers, for 

which data is not available. Hence, we define poverty in this study as wage-related poverty, and 

this is relevant to the analysis, given the aim of this study is investigating the impact of sectoral 

determinations on wages. 

 

Table 7 below examines the poverty shifts by sectoral determination. We use the generic class of 

Foster-Greer-Thorbecke (FGT) measures of poverty, namely the headcount rate and poverty gap 

(Foster-Greer-Thorbecke, 1984)18 in order to measure the changes in poverty for workers 

covered by the various sectoral determinations.  It must be noted that the categories shown 

below are mutually exclusive19. For instance, the Retail sector category refers to workers 

employed in households where all covered workers are employed in the Retail sector, that is, 

these households do not contain any workers covered by another sectoral determination. When 

mutually exclusive categories are considered, there is a significant decline in poverty levels 

across all sectoral determinations, barring the Taxi and the Security sector, in which poverty 

levels remained stable. For instance, the percentage of poor individuals in households containing 

only Retail sector covered workers fell from 29.9 percent to 23.4 percent and from 17.4 percent to 

10.7 percent using the R 322 per month and the R 174 per month poverty lines respectively.  

 

 

 

 

 

 

 

                                                           
18 The Foster-Greer-Thorbecke (FGT) class of poverty measures can be expressed as follows: 

aa

i

i

a
z
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n
P

1

1  

For α≥0 where z is the poverty line, yi is the standard of living indicator of the ith household, and α is the ‘aversion to 

poverty’ parameter. The higher the value of a the more sensitive the measure is to the well-being of the poorest 
person. The headcount index is obtained by setting a=0 and the poverty gap by setting a=1 
(Ravallion1992).  
19 The results using non-mutually exclusive categories as shown in the appendix, where workers covered 
by other sectoral determinations as well as uncovered workers may also be present in the household.  
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Table 7: FGT poverty measures by sectoral determination: Mutually Exclusive cohorts 

 
2001 2007 

Change  
in p0 

2001-07 

Sectoral determination p0 p1 p2 p0 p1 p2  

Rand 322per month poverty line 

Retail  29.9% 15.0% 9.9% 23.4% 9.8% 5.8% -6.6% 
Domestic 70.9% 48.6% 37.5% 56.8% 33.3% 23.0% -14.1% 
Farm 77.0% 48.2% 35.3% 59.9% 32.4% 21.1% -17.2% 
Forestry 74.8% 48.0% 34.8% 54.9% 33.7% 23.0% -19.9% 
Taxi 42.8% 19.8% 11.3% 43.7% 22.7% 14.1% 0.9% 
Security 38.7% 19.0% 12.3% 33.5% 15.7% 9.5% -5.2% 
Hospitality 42.2% 22.3% 14.6% 34.7% 17.4% 10.6% -7.4% 
Contract cleaning 46.0% 21.1% 12.6% 42.4% 20.9% 13.0% -3.6% 
Civil engineering 1.7% 1.2% 0.8% 9.0% 6.9% 5.4% 7.3% 
Total (all employed in 
household are covered) 65.3% 40.1% 29.0% 53.7% 28.9% 18.9% -11.6% 
South Africa 63.2% 50.6% 45.6% 56.9% 45.3% 40.9% -6.2% 
Rand 174 per month poverty line  

Retail 17.4% 8.0% 4.9% 10.7% 4.4% 2.4% -6.7% 
Domestic 57.8% 34.5% 24.1% 40.4% 19.4% 11.9% -17.4% 
Farm 57.7% 31.2% 20.7% 38.5% 16.4% 9.6% -19.2% 
Forestry 61.0% 30.8% 18.8% 43.5% 19.6% 10.6% -17.5% 
Taxi 17.9% 7.6% 4.0% 27.9% 10.4% 5.6% 10.0% 
Security 20.5% 9.8% 5.9% 17.8% 6.7% 3.9% -2.7% 
Hospitality 27.8% 11.8% 6.5% 20.8% 7.3% 4.4% -7.0% 
Contract cleaning 22.2% 9.0% 5.0% 24.1% 9.7% 5.6% 1.9% 
Civil engineering 1.7% 0.8% 0.4% 9.0% 5.2% 3.0% 7.3% 

Total (all employed in 
household are covered) 47.2% 25.5% 16.8% 34.3% 15.0% 9.0% -12.8% 
South Africa 53.5% 43.9% 40.2% 47.4% 39.2% 36.5% -6.1% 
Source: LFS September 2001 and 2007 (StataSA). 

Notes: Bold indicates significant change at 10 percent between 2001 and 2007. The R 174 per month poverty line 

(2000 prices) was R183.92 in 2001 and the R 322 per month poverty line was R 340.35 in 2001. The R 174 per month 

poverty line was R 251.22 per month and the R 322 per month poverty line was R464.90 per month in 2007 prices 

respectively.  

 

The percentage of poor individuals in households with only covered workers, that is, where all 

employed individuals have wages falling under sectoral determinations, fell from 65.3 percent to 

53.7 percent using the R322 per month poverty line, and from 47.2 percent to 34.3 percent, using 

the R 174 per month poverty line. As above, the poorest households were those with Domestic, 

Farm and Forestry sector workers present in the household.  
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Minimum Wages and Shares of poverty 

Next, in an attempt to identify some of the individual poverty effects of minimum wage legislation, 

we consider the changes in the proportion of covered and uncovered workers by household 

poverty status as a result of the institution of minimum wage legislation. In other words, we 

analyse the impact of minimum wage legislation on the poverty status of individuals, measured 

by their household poverty. All households in the economy (with at least one employed individual) 

were grouped into income groups by per capita household income (As noted earlier, only wage 

income was considered in the analysis, and therefore the sample was restricted to employed 

households, that is, households with at least one employed individual, only). The households 

were thus grouped into „ultra-poor‟ (below the 25
th
 percentile of the household per capita income 

distribution), „poor‟ (between the 25
th
 and 50

th
 percentiles), and non-poor households (above the 

50
th
 percentile). The resulting analysis allows us to draw some broad conclusions about the type 

of households within which workers earning minimum wages reside, and whether the poverty 

status of these households have on aggregate improved as a result of the institution of sectoral 

determination in South Africa, as measured by the changes during the 2001 to 2007 period.  

 

In 2007, there were just over 13 million households in South Africa, and 9 million households with 

at least one employed individual present in the household. Of the 9 million households with 

access to wage income, approximately 54 percent were non-poor (above the 50
th
 percentile of 

per capita household income), 24 percent poor (between the 25
th
 and 50

th
 percentile of per capita 

household income), and 22 percent ultra-poor, that is, below the 25
th
 percentile of per capita 

household income. We now attempt to analyse the relationship between the poverty status of 

households and coverage by minimum wage legislation. Since households within which covered 

workers reside may contain uncovered workers as well, the sample of employed households was 

separated into those households containing workers covered by sectoral determinations and 

those containing workers who are not covered by sectoral determinations. Households were thus 

categorized according to whether individuals in the household benefit from minimum wage 

legislation or not, and the poverty status of these households was then analysed during the 2001 

to 2007 period. The sample in each category is mutually exclusive, that is, households with 

workers covered by sectoral determinations do not contain any employed labour market 

participants whom are not covered by sectoral determinations, and vice versa. Households 

wherein combinations of covered and uncovered employed labour market participants reside are 

analysed separately. 

 

Table 8 below presents the poverty status of households with covered and uncovered workers. 

The full sample here is again all households with at least one wage earner present in the 

household, that is, all employed households. The sample of households was divided into three 

categories, notably fully covered, partially covered, and uncovered households. Fully covered 

households are defined as those in which all wage earners are covered by sectoral 

determinations; partially covered households are those where some workers are covered by 
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sectoral determinations and some are not, whilst non covered households do not contain any 

covered workers. In 2007, among households in which all employed individuals are covered by 

sectoral determinations, 36.8 percent were classified as non poor, 33 percent as poor and 30.2 

percent as ultra poor. For those households with only some employed individuals who are 

covered, 58.3 percent were non-poor, whilst 27.1 and 14.5 percent were poor and ultra poor 

respectively. Of households containing no covered workers whatsoever, 60 percent were non 

poor, 19.6 percent were poor and 20.4 percent ultra poor. The interesting trend here is that a 

significantly larger share of fully covered households reside is non-poor relative to households 

where uncovered workers are present. Furthermore, a significantly larger proportion of 

households in which all workers are covered are ultra poor and poor relative to households where 

only some workers are covered by sectoral determinations, or no workers are covered. This 

suggests that households where workers depend on minimum wages are more likely to be poor, 

and may be early evidence of the effects on poverty of employers not complying with minimum 

wage legislation.   

 

Table 8: Poverty distribution of covered and uncovered households 

 2001 2007 

 Fully 
Covered 

Some employed 
covered 

Non-
covered 

Fully 
Covered 

Some employed 
covered 

Non-
covered 

Ultra Poor 33.3% 15.7% 20.1% 30.2% 14.5% 20.4% 
Poor 32.3% 25.0% 19.7% 33.0% 27.1% 19.6% 
Non poor 34.4% 59.3% 60.2% 36.8% 58.3% 60.0% 
Total 100% 100% 100% 100% 100% 100% 
Notes: 1. Ultra-poor households are those below the 25

th
 percentile of the household per capita income distribution), 

poor households are those between the 25
th

 and 50
th

 percentiles, and non-poor households are those above the 50
th

 

percentile respectively.  

2.  No significant change at 5% between 2001 and 2007.  

 

There was no significant change between 2001 and 2007 in the poverty distribution of the 

households in the sample at the 5 percent level.  

 

Table 9 below shows the poverty status of households by sectoral determination. We consider 

mutually exclusive categories of households by sectoral determination20. For instance Retail 

sector households are those in which all workers covered by sectoral determinations are in the 

Retail sector, and the household does not contain any workers covered by other sectoral 

determinations. When mutually exclusive categories are used, the changes in poverty in 

households with workers covered by different sectoral determinations are much more apparent. 

For instance, the decline in poverty levels in households with Farm workers noted above is much 

more prominent when households with only Farm workers are considered. The table below 

shows that the proportion of Farm worker households that were non poor increased significantly 

                                                           
20 The results using non-mutually exclusive categories are shown the Appendix. For instance, when non-
mutually exclusive categories are used, Retail sector households are households in which at least one 
Retail sector worker resides, but may also contain workers covered by other sectoral determinations and 
uncovered workers.  
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at the 5 percent level from 14.8 to 21 percent between 2001 and 2007 respectively. The 

proportion of ultra-poor Farm worker households declined significantly by 8.8 percentage points 

during this time. Overall, there was no change in the poverty status of households in which all 

workers were covered by sectoral determinations.  

Table 9: Proportion of households by poverty status and sectoral determination of household 

 2001 2007  

 Ultra 
poor 

Poor Non 
poor 

Ultra 
poor  

Poor Non-
poor 

Total 

Retail  12.6% 24.8% 66.1% 11.2% 24.8% 63.9% 100% 
Domestic 45.3% 28.9% 22.5% 36.6% 28.9% 34.6% 100% 
Farm 45.0% 44.1% 14.8% 34.8% 44.1% 21.0% 100% 
Forestry 36.7% 41.6% 29.5% 32.5% 41.6% 25.9% 100% 
Taxi 12.1% 28.0% 49.7% 26.7% 28.0% 45.3% 100% 
Security 11.6% 33.0% 64.5% 14.7% 33.0% 52.3% 100% 
Hospitality 19.0% 28.8% 57.9% 18.2% 28.8% 53.0% 100% 
Contract cleaning 15.4% 28.7% 55.6% 24.3% 28.7% 47.0% 100% 
Civil engineering 1.5% 0.0% 94.7% 3.1% 0.0% 96.9% 100% 
Total (all workers covered) 33.3% 32.3% 34.4% 30.2% 33.0% 36.8% 100% 
Source: September LFS, 2001 and 2007 (StatsSA).  
Note: Bold indicates significant change between 2001 and 2007 at 5%.  
 

Households where Domestic workers are the only workers covered by sectoral determinations 

experienced a significant decline in the proportion of ultra-poor households and a subsequent 

increase in the proportion of non-poor households between 2001 and 2007. There was also a 

significant increase in the proportion of ultra-poor households in which all covered workers were 

employed in the Contract Cleaning sector.  

 

A few interesting results emerge from the examination of poverty and minimum wages above. 

Firstly, poverty was analysed at the individual level, for individuals covered by sectoral 

determinations. We found that individual poverty levels in South Africa are high, with the highest 

poverty levels found amongst workers in the Domestic, Farm and Forestry sectors. Secondly, 

there was a decline in poverty during the 2001 to 2007 period.  The decline in poverty is evident 

across all sectoral determinations, with the exception of the Taxi sector and the Civil Engineering 

sector, which seem to have witnessed an increase in the percentage of poor. The decline in 

poverty levels is most apparent for workers covered by the Domestic, Farm and Forestry sectoral 

determinations and least evident for those employed in the Contract Cleaning sector.  Poverty 

was next analysed at a household level. The analysis of household poverty and sectoral 

determinations suggests that on average, households with workers dependent on wages subject 

to minimum wage legislation are likely to be poor, whereas households where wage earners are 

not covered by sectoral determinations (their wages may for instance be set by bargaining 

council agreements) are less likely to lie below the poverty line. Households with Domestic and 

Farm workers experienced a significant decline in poverty levels, whilst a significantly larger 

proportion of Contract Cleaning households became poor between 2001 and 2007.  
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Minimum wages, poverty and compliance 

There has been much discussion surrounding the level at which the minimum wage is set in view 

of alleviating poverty. We therefore re-estimated the FGT poverty measures for households with 

workers covered by sectoral determinations, assuming that the minimum wage is perfectly 

enforced, that is, full compliance exists (V*=0). Table 13 below shows the headcount (p0) and the 

poverty gap (p1) measures under both the current levels of compliance, that is non-perfect 

enforcement, and full compliance (that is, assuming V*=0).  To calculate the FGT poverty 

measures under full compliance we assumed that all those who were initially earning below the 

relevant minimum were instead paid the minimum wage. As expected, an increase in 

enforcement of the minimum wage results in a decline in poverty. However, full compliance with 

the minimum wage is not enough to completely eradicate poverty. Even if the minimum wage 

were to be perfectly enforced, the proportion of individuals living in households in which all 

employed workers are covered by minimum wages is 45 percent and 23.3 percent respectively 

under the R 322 and R 174 per month poverty lines. The partial reduction in poverty when perfect 

enforcement is assumed implies two things. Firstly, whilst an increase in enforcement of the ECC 

sectoral minimum would lower poverty, the minimum wage is not the only instrument needed for 

poverty eradication. Secondly, the minimum wage may not be the only source of income for a 

household, and our analysis does not allow us to control for income from grants, assets, etc. 

Non-wage income may be increasingly important at the bottom end of the distribution.  
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Table 10: FGT Poverty Measures under full compliance  

Sectoral determination 

Actual compliance Full compliance (V*=0) Change in 
Poverty 

Headcount 
(Δp0) 

Headcount 
(p0) 

Poverty 
gap (p1) 

Headcount 
(p0) 

Poverty 
gap (p1) 

Rand 322 per month poverty 
line 

   

Retail  23.4% 9.8% 14.9% 5.4% -8.4% 

Domestic 56.8% 33.3% 54.4% 28.8% -2.5% 

Farm 59.9% 32.4% 54.4% 25.1% -5.5% 

Forestry 54.9% 33.7% 51.1% 26.8% -3.9% 

Taxi 43.7% 22.7% 35.7% 12.4% -8.0% 

Security 33.5% 15.7% 19.9% 5.5% -13.6% 

Hospitality 34.7% 17.4% 31.2% 11.5% -3.5% 

Contract cleaning 42.4% 20.9% 37.0% 13.9% -5.5% 

Civil engineering 9.0% 6.9% 9.0% 4.4% 0.0% 

Total (all employed covered) 53.7% 28.9% 45.0% 20.7% -8.7% 

Rand 174 per month poverty 
line 

   

Retail 10.7% 4.4% 4.5% 1.4% -6.2% 

Domestic 40.4% 19.4% 34.5% 14.1% -5.9% 

Farm 38.5% 16.4% 29.2% 9.7% -9.3% 

Forestry 43.5% 19.6% 33.4% 10.4% -10.2% 

Taxi 27.9% 10.4% 11.6% 3.1% -16.3% 

Security 17.8% 6.7% 4.6% 1.2% -13.2% 

Hospitality 20.8% 7.3% 11.6% 2.3% -9.1% 

Contract cleaning 24.1% 9.7% 13.5% 3.5% -10.6% 

Civil engineering 9.0% 5.2% 9.0% 0.6% 0.0% 

Total (all employed covered) 34.3% 15.0% 23.3% 8.3% -11.1% 

Source: LFS September 2001 and 2007 (StataSA). 

Notes: Bold indicates significant change at 5 percent between 2001 and 2007. The R 174 per month poverty line 

(2000 prices) was R183.92 in 2001 and the R 322 per month poverty line was R 340.35 in 2001. The R 174 per month 

poverty line was R 251.22 per month and the R 322 per month poverty line was R464.90 per month in 2007 prices 

respectively.  

 

The results above show that if everyone currently earning below the minimum wage were instead 

allocated their relevant minimum, household poverty levels would decline. Overall then, in 

households where the wages of all employed individuals are regulated by sectoral 

determinations, the proportion of individuals living in poverty would decline by 8.7 and 11.1 

percent respectively under the R 322 and the R 174 per month poverty lines. The poverty gap 

measure, that is, the distance below the poverty line, also shows a decline when full compliance 

is assumed. The resulting decline in poverty seems to be larger when utilizing the lower poverty 

line, suggesting off course stronger poverty reducing affects from a sectoral minimum wage for 

those at the lower end of the income distribution.  
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Under the R 322 per month poverty line, an increase in compliance levels to 100 percent results 

in a significant decline in poverty for Retail, Farm, Security, and the Contract Cleaning sectors, 

with the Security sector yielding the largest decline in the headcount poverty measure. On the 

other hand, the Civil Engineering sector, which we found to yield the lowest level of poverty, does 

not show any change in poverty levels if compliance is increased.  Under the R 174 per month 

poverty measure all sectors show a significant decline in the proportion of individuals living in 

poverty, barring the Civil Engineering sector. The Taxi sector shows the largest decline (16.3 

percent) followed by the Security sector (13.2 percent). In contrast, the Civil Engineering sector 

shows no change in poverty levels as a result of increasing compliance.  It is interesting that the 

sectors which were found above to have relatively higher levels of violation or non-compliance, 

namely the Security, Taxi, and Farm worker sectors, as well as relatively high levels of violation, 

were found to show the largest declines in poverty levels when compliance is assumed to 

increase. On the other hand, the effect on poverty within the Civil Engineering sector, which was 

found to have the lowest poverty levels and the lowest non-compliance levels, was minimal.  

 

Table 11 below shows the changes in the shares of poverty if everyone were assumed to earn at 

or above the minimum wage. The number of poor was estimated by multiplying the poverty 

headcount, that is, the percentage of poor, by the total number of individuals living in each type of 

household. In 2007, approximately 2.2 million individuals living in households where all employed 

individuals were covered by sectoral determinations were below the poverty line, using the R 322 

per month poverty line. If those receiving sub-minimum wages were instead paid their respective 

minima, there would be 358,485 fewer poor individuals. The reduction in poverty using the R 174 

per month poverty line is slightly larger (453, 329 fewer poor individuals).  

 

The table also shows the poverty shares for individuals by their household type. For example, in 

2007, under the R 322 poverty line, 8.5 percent of poor individuals were those living in Retail 

households (household where all covered workers were employed in the Retail sector).  
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Table 11: Poverty shares under full compliance, 2007 

Rand 322 per month poverty line 

 Actual compliance Full compliance (V*=0) Decline in 
number 

poor 

Change 
in 

poverty 
share 

Sector Number poor Share of 
poverty 

Number poor Share of 
poverty 

Retail  187,512 8.5% 119,783 6.5% 67,729 -2.0% 

Domestic Workers 675,342 30.6% 646,112 35.0% 29,230 4.4% 

Farm Workers 376,736 17.1% 342,412 18.5% 34,324 1.5% 

Forestry  32,920 1.5% 30,602 1.7% 2,318 0.2% 

Taxi  75,482 3.4% 61,649 3.3% 13,833 -0.1% 

Security 138,493 6.3% 82,189 4.5% 56,304 -1.8% 

Hospitality 97,111 4.4% 87,235 4.7% 9,876 0.3% 

Contract Cleaning 228,674 10.4% 199,229 10.8% 29,445 0.4% 

Civil Engineering 1,559 0.1% 1,559 0.1% 0 0.0% 

Total 2,204,951 100.0% 1,846,466 100.0% 358,485 ... 

Rand 174 per month poverty line 

Retail  85,888 6.1% 35,769 3.7% 50,119 -2.4% 

Domestic Workers 480,179 34.1% 410,582 43.0% 69,598 8.9% 

Farm Workers 242,059 17.2% 183,840 19.3% 58,219 2.1% 

Forestry  26,093 1.9% 19,996 2.1% 6,097 0.2% 

Taxi  48,211 3.4% 20,073 2.1% 28,139 -1.3% 

Security 73,679 5.2% 19,226 2.0% 54,453 -3.2% 

Hospitality 58,021 4.1% 32,475 3.4% 25,547 -0.7% 

Contract Cleaning 129,973 9.2% 72,566 7.6% 57,407 -1.6% 

Civil Engineering 1,559 0.1% 1,559 0.2% 0 0.1% 

Total 1,408,235 100.0% 954,906 100.0% 453,329 ... 

Source: LFS September 2007 (StataSA). 

Notes: Bold indicates significant change at 5 percent between 2001 and 2007. The R 174 per month poverty line 

(2000 prices) was R183.92 in 2001 and the R 322 per month poverty line was R 340.35 in 2001. The R 174 per month 

poverty line was R 251.22 per month and the R 322 per month poverty line was R464.90 per month in 2007 prices 

respectively.  

 

In 2007, under both poverty lines, individuals in Domestic worker households accounted for the 

largest shares of poverty, followed by individuals in Farm worker households. On the other hand, 

individuals residing in Civil Engineering households were the least likely to be poor.  If all workers 

violated by their employers, that is, earning sub-minimum wages, were instead paid their 

respective minima, the poverty share of individuals in Domestic and Farm worker households 

actually increases, whilst the poverty share for individuals in households within the other sectors 

either declines slightly or remains relatively the same. For example, in 2007, using the R 322 

poverty line, individuals in Domestic worker households accounted for 30.6 percent of the 2.2 

million poor individuals in households covered by sectoral determinations. If those earning sub-

minimum wages were instead allocated their respective minima, the share in poverty of 

individuals in Domestic worker households increases (35 percent). 
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Minimum wage simulation for poverty alleviation 

Above we estimated the FGT poverty measures assuming that violation or non-compliance was 

zero. However, the results showed that even if those currently earning sub-minimum wages were 

instead allocated their respective minima, poverty levels would not drop down to zero. It is 

possible to use the poverty gap measure in order to estimate the hypothetical minima needed 

to eradicate poverty (Kanbur, 1987). Since the  poverty measure provides an estimate of the 

extent to which individuals fall below the poverty line  , as a proportion of the poverty line, the 

minimum additional amount required to eliminate poverty can be estimated as . The table 

below estimates the new hypothetical minima needed in order to reduce poverty to zero, once 

again assuming that full compliance exists. The additional amounts required per person have 

been calculated using the poverty gap measures estimated for our full compliance scenario 

above. It must be noted however, that the estimates here should be treated with caution, once 

again for the reasons noted above. Firstly, the estimates only include wage poverty and do not 

account for income from other sources such as assets and grants. Secondly, the minimum wage 

is not the only tool in order to achieve poverty alleviation, and increasing the minimum wage may 

not alleviate poverty if non-compliance is high.  
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Table 12: Minimum wage requirement for poverty alleviation, by sectoral determination 

Sectoral determination     

Rand 322/month poverty line Poverty 
measure 
(p1) 

Additional 
monthly 
income 

required per 
person 

Original 
minimum  

New 
minimum 

Percent 
increase  

Retail  5.4% 25.1 2,304 2,329 1.1% 
Domestic 28.8% 133.7 818 952 16.3% 
Farm 25.1% 116.7 1,073 1,189 10.9% 
Forestry 26.8% 124.8 958 1,083 13.0% 
Taxi 12.4% 57.9 1,753 1,811 3.3% 
Security 5.5% 25.6 2,661 2,687 1.0% 
Hospitality 11.5% 53.6 1,450 1,504 3.7% 
Contract cleaning 13.9% 64.8 1,574 1,638 4.1% 
Civil engineering 4.4% 20.6 2,047 2,067 1.0% 
Total (all household employed are covered) 20.7% 96.5 1,522 1,618 6.3% 
Rand 174 per month poverty line  

    Retail 1.4% 3.5 2,304 2,307 0.2% 
Domestic 14.1% 35.4 818 854 4.3% 
Farm 9.7% 24.3 1,073 1,097 2.3% 
Forestry 10.4% 26.1 958 984 2.7% 
Taxi 3.1% 7.8 1,753 1,761 0.4% 
Security 1.2% 3.0 2,661 2,664 0.1% 
Hospitality 2.3% 5.7 1,450 1,456 0.4% 
Contract cleaning 3.5% 8.7 1,574 1,582 0.6% 
Civil engineering 0.6% 1.4 2,047 2,048 0.1% 
Total (all employed in household are  covered) 8.3% 20.8 1,522 1,543 1.4% 

 

The results above provide baseline estimates of the minimum amounts required per person in 

order to eradicate poverty at the individual level. The results suggest that in order to eradicate 

poverty, the minimum wage for workers in covered households would have to increase by 6.3 

and 1.4 percent respectively under the R 322 and R 174 a month poverty lines. The results show 

that the largest increases would be required for the minimum wages for Domestic workers 

(between 4.3 percent and 16.3 percent), followed by Farm (between 2.3 percent and 10.9 

percent) and Forestry workers (between 2.7 percent and 13 percent) at the two poverty lines.   

 

Sectoral Determinations and Working Conditions  

In our discussion above, poverty was specified in terms of wage-related poverty. However, it is 

often useful to take other factors into consideration when assessing poverty, such as working and 

living conditions. However, in order to analyse living conditions a qualitative study that interviews 

workers covered by sectoral determinations at a household level would be needed. In the 

absence of such data, it was possible to obtain some information on the working conditions of 

workers covered by sectoral determinations using the LFS. Woking conditions may include 
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factors such as whether an employee is entitled to any paid leave; medical aid benefits, the 

existence of a written contract; working hours, pension/retirement contributions; unemployment 

insurance and so on. The table below shows the changes in working conditions for workers 

covered by sectoral determinations between 2001 and 2007. The results suggest that whilst 

overall there has been an improvement in working conditions amongst workers covered by 

sectoral determinations during the 2001 to 2007 period, Domestic workers seem to be the worst 

off, as well as workers in the Farm, Forestry and Taxi sectors.  

 

Table 13 : Changes in working conditions by sectoral determination, 2001 and 2007 
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Retail  56.5 63.9 52.4 78.0 21.4 20.9 57.2 71.5 9.0 4.8 43.3 50.7 

Domestic  17.3 24.2 9.1 28.8 1.3 0.9 3.5 29.9 18.8 13.6 3.6 8.9 

Farm  Workers 28.2 37.3 30.9 59.8 4.0 5.5 33.0 62.0 6.5 6.0 13.4 22.4 

Forestry  34.1 35.4 38.2 59.1 5.0 6.6 46.7 57.9 2.5 3.2 28.2 28.0 

Taxi  57.3 35.6 40.4 49.8 22.0 12.3 47.5 40.9 8.3 16.1 44.8 28.5 

Security 59.2 59.2 65.8 86.8 13.5 14.4 62.2 73.5 5.0 1.3 44.7 49.0 

Hospitality 45.5 56.1 42.7 74.0 6.1 8.6 42.3 67.6 6.5 4.0 25.8 33.8 

Contract Cleaners 65.1 61.3 63.5 80.2 25.0 26.2 56.9 71.1 4.2 2.3 60.7 54.5 

Civil Engineering 83.7 92.2 79.6 94.3 63.6 77.3 63.1 85.1 8.2 3.0 78.1 92.4 

Total 40.9 45.4 38.5 60.4 11.5 11.6 37.4 56.4 9.6 7.3 28.2 32.3 

Source: September LFS, 2001 and 2007 (StatsSA).  
Note: Bold indicates significant change between 2001 and 2007 at 5%.  

 
In 2007, less than half of workers covered by sectoral determinations were entitled to paid leave, 

with Domestic, Forestry, Farm, and Taxi workers less likely to receive this benefit. Overall, the 

proportion of non-self employed workers regulated by sectoral determination who were entitled to 

paid leave grew significantly over the period. The proportion of workers with a written contract 

also increased significantly during this time, as did the proportion of workers with an employer 

paying UIF contributions on their behalf, or contributions to a pension/retirement fund. On the 

other hand, there was a significant decline in the proportion of workers who were entitled to 

flexible working hours. The proportion of workers entitled to a medical aid benefits remained low 

between 2001 and 2007, at under 12 percent.  

Domestic workers were the least likely cohort to receive benefits such as a written contract, 

pension/retirement, UIF, and medical aid, followed by Farm, Forestry and Taxi workers. On the 

other hand, Civil Engineers were the most likely to receive these benefits in both years.  

 

Another indicator of interest when analysing working conditions is hours of work. The table below 

shows the mean number of hours worked per week by sectoral determination. Overall, there was 
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a significantly decline in mean weekly hours worked, of nearly 6 percentage points between 2001 

and 2007. 

Table 14: Mean hours worked per week by sectoral determination, 2001 and 2007  R
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2001 47.1 41.7* 51.7* 48.0 49.2 56.5 49.3* 46.4* 45.0 47.5* 

2007 45.3 38.5* 47.8* 47.5 53.8 55.4 44.8* 43.1* 42.6 44.8* 

% change -3.7% -7.8%* -7.4%* -1.0% 9.3% -2.0% -9.1%* -7.1%* -5.4% -5.8%* 
Source: September LFS, 2001 and 2007 (StatsSA).  
Note: Bold indicates significant change between 2001 and 2007 at 5%. 

The table shows that Farm workers worked the longest hours per week in 2007, at 47.8 hours, 

whilst Domestic workers worked the shortest hours, at 38.5 hours per week. During the period, 

the number of weekly hours worked declined significantly for Domestic workers, Farm workers, 

as well as workers in the Hospitality and Contract Cleaning sectors.  

Key conclusions 

From our above discussion of wages, employment, poverty, and working conditions of workers 

covered by sectoral determination, certain key results emerged.  There is evidence at the 

aggregate level that minimum wages have been effective in raising real wages. Using simple 

elasticity estimates yields a positive relationship at the aggregate level between employment and 

wages, and between employment and enforcement of minimum wages. The sectors in which 

minimum wages seem to have been most effective are the Farm and Domestic Worker sectors, 

which experienced a rise in real wage levels during the 2001 to 2007 period. There is also some 

evidence that minimum wages have been effective in reducing poverty in these sectors. The rise 

in real wages was accompanied a decline in individual and households poverty levels during the 

2001 to 2007 period. This may be a result of the increase in enforcement of minimum wages in 

these sectors, which were originally deemed the most vulnerable, during this period. For the 

sectors in which minimum wages have been ineffective in raising wage levels and decreasing 

poverty, there may be a need to enhance enforcement of the sectoral minima.  

 

The results from the analysis of the working conditions of workers covered by sectoral 

determinations suggest that while there seems to have been an overall improvement in working 

conditions amongst covered workers during the period, Domestic and Farm workers seem to 

have remained the worst off in terms of benefits such as a written contract, pension/retirement, 

UIF, and medical aid.  

 

Collectively, the results showed that whilst minimum wages may play an important role in poverty 

reduction, they cannot be used as the only tool for poverty alleviation for a number of reasons. 

Firstly, as our poverty analysis simulating perfect compliance above showed, even if full 
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compliance with minimum wages existed in South Africa, poverty levels would not be reduced to 

zero. Secondly, if the current levels of the minimum wage were raised, the existence of imperfect 

compliance with the minimum wage would mean that policies implementing minimum wage hikes 

may not be successful in reducing poverty. Thirdly, wage poverty is an imperfect measure of 

poverty, and living and working conditions also need to be taken into account in a poverty 

analysis. 

IV c: Compliance and Enforcement Levels within Regulated Sectors 
It is common knowledge that widespread violation of minimum wage laws exists in most 

developing countries, such as South Africa. Of particular concern is the futility of raising the 

official minimum wage further in an environment in which enforcement is low. There is however 

little by way of systematic discussion on how to measure non-compliance. A popular measure of 

non-compliance is the fraction of workers below the stipulated minimum wage. While this is a 

simple measure of violation, it is not clear why wages at the very top of the distribution should 

enter into the normalization. Furthermore, the measure does not distinguish between different 

degrees of violation, that is, a wage just below the minimum is counted as the same violation as 

wage a third of the minimum.  

 

Thus, this study will follow Kanbur (2007) in providing an index of violation that captures both the 

number of wages falling below the minimum as well as how far below the minimum wages fall. 

This method is analogous with poverty measures developed by Foster-Greer-Thorbecke (FGT) 

(1984), which, as noted above, measure both the incidence and depth of poverty. Therefore, in 

this study the minimum wage will be treated in the same way as the poverty line in the FGT 

index. It must be noted however that unlike the FGT index where a single poverty line is used for 

the entire population, in this study each covered worker will face a unique minimum depending on 

his or her sector and occupation, adjusted for hours worked. This index and measure of 

compliance and enforcement will, we believe, not only be the first of its kind for South Africa, but 

could also prove immensely valuable as a monitoring and evaluation tool available to the 

Department of Labour for all present and future promulgated sectoral determinations.  

In what follows below then, we firstly provide a descriptive analysis of the various measures of 

violation presented in this study, notably V0, V1, and V2.  Next, a multivariate approach is used to 

investigate the determinants of violation.  

Measuring Regulatory Violation-A descriptive Overview 

As a point of departure, a graphical approach is used to investigate the distribution of wages 

around the stipulated minima across the nine sectoral determinations. Below kernel density 

plots21 are presented for 2001 and 2007 of the log of monthly wages for each of the different 

                                                           
21 The kernel density function approximates the probability density function from observations on a random 
variable . The Kernel density approximation of an independently and identically distribution random sample 

 may be expressed by the following equation:  
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sectoral determinations. The location of the minima for 2001 and 2007 are represented by the 

vertical lines. The mapping in this analysis makes it possible to control for area type (A, B, C, 

etc.) within each sectoral determination.   

 

Since all of the sectoral determinations were first implemented between 1999 and 2002, 

comparison of the wage distributions of 2001 with 2007 may be used to see whether the 

introduction of the ECC sectoral determinations have had an impact on worker wage distributions 

in South Africa.  If there is enforcement of legal minimum wages in a particular sector, one would 

expect to see the distribution of wages censored from below the level of the minimum wage, with 

none or very few workers earning below the minimum.  

 

If compliance with minimum wage legislation was high, one would expect the mode of the wage 

distribution – that is, the point where probability distribution function takes its maximum value – to 

lie at the minima. By 2007, this mode should have shifted to the right and closer to the minima. A 

spike at the minimum wage indicates enforcement of minimum wages within that sector. In some 

sectors „multiple spikes‟ may be observed around the specific minimum wage levels within that 

determination. However, since the minimum wage levels are fairly close together and wages are 

distributed fairly smoothly across the spectrum, these spikes are obscured in most of the post-

minimum wage distributions (Basu, Chau and Kanbur, 2009; Andalón and Pagés, 2008). 

 

The two vertical lines represent the natural logarithm of the mean adjusted minimum wage in 

2001(blue) and 2007 (red) respectively. Under full compliance one would expect that the wages 

of all workers covered by the respective sectoral determinations to lie at the vertical line, causing 

a single „spike‟ at this point in the wage share distribution (Basu, Chau and Kanbur, 2009; 

Andalón and Pagés, 2008). 

 

The basic visual evidence provided in figure 2 below would seem to suggest that significant 

spiking at the respective minima is not evident for many of the sector-occupation-area cells under 

review here. Put differently, this is initial evidence of relatively weak enforcement of sectoral 

minimum wage laws in South Africa.  
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 where the function , which determines the weights, is named the “kernel,” and   is a smoothing parameter known 
as the ‘bandwidth’ (Li & Racine, 2007).  
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Figure 2: Kernel Density Estimates of wages, 2001 and 2007 

Source: Authors‟ calculations using LFS September 2001 and 2007 (StatsSA) and ECC sectoral determinations. 

Notes:  The kernel density estimates of the wages of Forklift Operators in Areas A and B for 2001 are not shown due to 

insufficient sample. The blue line represents the mean minimum wage (logged) in 2001, and the red line the log of the 

mean minimum wage in that sectoral determination for 2007.   

 

In examining the kernel density plots above, it appears that most of the distributions for 2001 

peak slightly to the left of the normalised minimum wage level. Only the wage distributions of the 

Civil Engineering sector and of Managers in the Retail sector lie significantly to the right of the 

location of the minima in both years, indicating that employees in those sectors generally earn 

above the stipulated minima and are thus better off than their counterparts in other sectors. By 

2007, some of the distributions appear to have shifted to the right, and closer to the minima, 

suggesting that the sectoral determinations may have had influenced wage levels in these cases. 

This is especially evident in the wage distribution for Domestic workers (all areas), which peaks 

to the left of the minima in 2001 and by 2007 has a spike located to the right of the minima. This 

may point to effective enforcement of sectoral determinations in the Domestic Worker sector 

since 2001, perhaps due to increased targeting of that sector as a vulnerable sector by labour 

inspectors during this time.  

 

However, while a slight shift to the right is visible in some of the sectors, the sectoral 

determinations do not seem to have had a significant impact on the wage distributions in other 

sectors. The wage distributions of 2001 and 2007 appear to be similar for several sectors, in 

some cases almost overlapping one another (for example, the wage distributions of Retail sector 

Sales Assistants and Clerks). This is preliminary evidence that the ECC sectoral determinations 
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have not had a substantial impact on wage distributions in those sectors, possibly an indication of 

a lack of sufficient and effective enforcement in those sectors engendering non-compliance with 

minimum wage levels.  

 

As the kernel density estimates of the wage distributions presented above seemed to suggest, 

there is a problem of low enforcement of minimum wages in South Africa, with large proportions 

of workers in some sectors earning sub-minimum wages. We now attempt to use a more 

numerically cogent approach in order to measure the lack of enforcement of minimum wage 

legislation in the South African labour market.   therefore presents estimates of Kanbur‟s index of 

violation for South Africa based on equations 1 and 2 above, in an attempt at being more rigorous 

in our measure of compliance with these sectoral minima by employers.  Using the LFS for 

September 2001 and 2007 then, V0 represents the fraction of individuals earning below the 

minimum, that is, when . V1 in turn (when ) is the wage gap, that is, the gap 

between the actual wage and the official minimum wage, as a fraction of the minimum wage. V1, 

as noted above, provides a measure of how far below the minima an individual earns, and is a 

measure of the extent and depth of violation (or lack of compliance) amongst South African 

employers.  Increasing the value of the parameter  to 2 yields  , the squared wage gap. This 

measures the severity of violation.  

 

The complete table with estimates of V0, V1, and V2, has been included in the Appendix. The 

table below reports estimates of V0 for 2001 and 2007, along with the ratio of V1 to V0 for both 

years. As explained earlier, whilst measures the percentage of workers violated, that is, 

earning below the minimum, the ratio (V1/V0) allows for the interpretation of , since it denotes 

the percentage shortfall of the average wage of violated workers from the minimum wage. Put 

differently, violated workers in this sample are earning on average (V1/V0) below the relevant 

minima.  

 

The estimates in the last row of  show that in South Africa V0 was 0.55 in 2001 and 0.45 in 2007. 

This suggests that in 2001 55 percent of employers were not complying with minimum wage 

legislation, or in other words, more than half of South African employees were violated and 

receiving sub-minimum wages. By 2007, the overall rate of violation had declined significantly to 

45%. The figures for V1 were 0.25 in 2001 and 0.16 in 2007. The ratio (V1/V0) was 0.45 in 2001. 

Hence, in 2001, employees who were violated received, on average, wages which were 45 

percent below their average sectoral determination minima. In 2007, the ratio (V1/V0) was 0.36, 

indicating that non-complying employers paid wages that were on average 36 percent short of 

the legislative minima in that year. The estimate for V2, the severity of violation, was 0.15 in 2001 

and declined to 0.08 in 2007 (See Appendix). 

 

The headline result here is that absolute levels of violation in South Africa are disturbingly high, 

both in terms of the number and percentage of individuals violated, with the estimates of V0 
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reaching more than 50 percent in several sectors. Indeed, in some sectors, V0 soars to over 65 

percent, a deeply worrying result. The high estimates for V0 are reflective of a significant number 

of employers in South Africa who are violating minimum wage laws across all sectoral 

determinations. On average, the data suggest that in 2007, 45 percent of all workers ostensibly 

covered by sectoral determinations were not being paid the legal minimum. This ranged from a 

low of 9 percent in the Civil engineering sector to a high of 67 percent among Security workers.  

 

An second interesting trend in the violation estimates presented here is that there seems to have 

been a significant decline in violation across several sectors (at the 5 percent level) between 

2001 and 2007, both in terms of the fraction of individuals violated (as measured by V0) and in 

the depth and severity of violation (as approximated by V1 and V2 respectively). This decline was 

most notable amongst Domestic and Farm workers, who both experienced a significant decline in 

the numbers of workers violated of between 50 and 60 percentage points respectively in the 2001 

to 2007 period. The data show that whilst 63 percent of all Domestic workers were earning below 

the minimum in 2001, by 2007 the V0 measure of violation for this cohort had dropped to 39 

percent. The figures for Farm workers in turn yield a decline in violation from 78 percent to 55 

percent. Indeed, when examining the depth of such violation, the positive impact of legislation is 

clear. Hence, whilst Domestic workers were on average being paid 47 percent below the 

minimum in 2001 (as measured by the ratio of V1 to V0), by 2007 this estimate had fallen to 33 

percent. For Farm workers, the depth of violation V1 declined by 21 percentage points, that is, 

from 0.38 to 0.17, during this time.  Viewed collectively then, the data for South Africa suggests 

that although non-compliance levels of employers with minimum wage legislation, or in other 

words, violation, remain high, there is some evidence to suggest that enforcement improved 

slightly during the 2001 to 2007 period. The proportion of violated workers fell from 55 to 45 

percent, and the mean gap between their wages and the minima declined from 45 percent to 36 

percent during this time. All changes noted here are significant at the 5 % level. Despite the 

positive trend of declining levels of violation, the notion of particularly high levels of violation, at 

above 70 percent for instance, amongst South African employers in vulnerable sectors should not 

be lost in considering these data. 
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Table 15: Estimates of violation, LFS September 2001-2007 

 2001 2007 Change 2001-07 

Sectoral Determination V0 V1 V1/V0 V0 V1 V1/V0 V0 V1 V1/V0 

Retail Sector          

Managers Area A 0.20 0.07 0.35 0.16 0.04 0.25 -0.04 -0.03 -0.10 

Managers Area B 0.23 0.10 0.41 0.08 0.03 0.38 -0.15 -0.07 -0.04 

Managers Area C 0.32 0.12 0.38 0.36 0.14 0.39 0.04 0.02 0.01 

Clerks Area A 0.35 0.14 0.38 0.42 0.15 0.36 0.07 0.01 -0.03 

Clerks Area B 0.36 0.14 0.39 0.56 0.22 0.39 0.20 0.08 0.00 

Clerks Area C 0.51 0.27 0.54 0.56 0.25 0.45 0.05 -0.02 -0.09 

Sales Assistant Area A 0.30 0.12 0.39 0.26 0.11 0.42 -0.04 -0.01 0.03 

Sales Assistant Area B 1.00 0.62 0.62 0.51 0.31 0.61 -0.49 -0.31 -0.01 

Sales Assistant Area C 0.40 0.24 0.59 0.32 0.26 0.81 -0.08 0.02 0.23 

Shop Assistant Area A 0.40 0.16 0.41 0.41 0.10 0.24 0.01 -0.06 -0.16 

Shop Assistant Area B 0.45 0.21 0.46 0.53 0.22 0.42 0.08 0.01 -0.04 

Shop Assistant Area C 0.67 0.39 0.58 0.54 0.23 0.43 -0.13 -0.16 -0.15 

Drivers Area A 0.24 0.10 0.40 0.17 0.04 0.24 -0.07 -0.06 -0.17 

Drivers Area B 0.51 0.19 0.37 0.49 0.15 0.31 -0.02 -0.04 -0.07 

Drivers Area C 0.78 0.26 0.33 0.23 0.11 0.48 -0.55 -0.15 0.15 

Forklift operators Area A 0.39 0.12 0.32 0.65 0.15 0.23 0.26 0.03 -0.09 

Total Retail Sector 0.40 0.18 0.44 0.39 0.14 0.36 -0.01 -0.04 -0.08 

Domestic workers          

Area A 0.54 0.22 0.41 0.31 0.09 0.29 -0.23 -0.13 -0.12 

Area B & C 0.72 0.38 0.52 0.51 0.19 0.37 -0.21 -0.19 -0.15 

Total Domestic Workers 0.63 0.30 0.47 0.39 0.13 0.33 -0.24 -0.17 -0.14 

Farm Workers          

Area A 0.60 0.20 0.33 0.41 0.10 0.24 -0.19 -0.10 -0.08 

Area B & C 0.85 0.46 0.54 0.65 0.21 0.32 -0.20 -0.25 -0.22 

Total Farm Workers 0.78 0.38 0.49 0.55 0.17 0.31 -0.23 -0.21 -0.18 

Forestry Workers 0.55 0.25 0.46 0.53 0.16 0.30 -0.02 -0.09 -0.16 

Taxi workers          

Taxi operators Drivers 0.31 0.13 0.42 0.45 0.18 0.40 0.14 0.05 -0.02 

Taxi operators Fare collector 0.16 0.03 0.16 0.64 0.24 0.38 0.48 0.21 0.21 

Total Taxi operators 0.29 0.12 0.40 0.47 0.18 0.38 0.18 0.06 -0.02 

Security Workers          

Area 1 0.62 0.27 0.43 0.69 0.29 0.42 0.07 0.02 -0.01 

Area 2 0.58 0.28 0.47 0.50 0.23 0.46 -0.08 -0.05 -0.01 

Area 3 0.69 0.27 0.39 0.10 0.08 0.80 -0.59 -0.19 0.41 

Area 4 0.87 0.36 0.41 0.63 0.25 0.40 -0.24 -0.11 -0.02 

Area 5 0.51 0.21 0.42 0.67 0.28 0.42 0.16 0.07 0.00 

 Total Security workers 0.58 0.25 0.43 0.67 0.28 0.42 0.09 0.03 -0.01 

Hospitality Workers          

Hospitality small firms 0.51 0.25 0.49 0.37 0.16 0.43 -0.14 -0.09 -0.06 

Hospitality med-large firms 0.35 0.13 0.36 0.25 0.08 0.32 -0.10 -0.05 -0.04 

 Total Hospitality Workers 0.41 0.17 0.42 0.29 0.10 0.34 -0.12 -0.07 -0.08 

Contract cleaners          

Area 1 0.38 0.13 0.33 0.50 0.17 0.34 0.12 0.04 0.01 

Area 2 0.65 0.27 0.42 0.52 0.19 0.37 -0.13 -0.08 -0.05 

Area 3 0.27 0.11 0.39 0.35 0.13 0.37 0.08 0.02 -0.02 

 Total Contract cleaners 0.36 0.13 0.38 0.44 0.16 0.36 0.08 0.03 -0.01 

Civil engineering  0.02 0.00 0.05 0.09 0.04 0.44 0.07 0.04 0.39 

Total 0.55 0.25 0.45 0.45 0.16 0.36 -0.10 -0.09 -0.10 

Source: Authors’ calculations using LFS September 2007 (StatsSA) and ECC sectoral determinations.   
Notes: Bold indicates that change between 2001 and 2007 was statistically significant at 5 %.  
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Further scrutiny of the results above reveals that, across the sectors, Security Workers are 

clearly the most violated cohort, and this holds under all three violation indices. Hence, the 

results indicate that 67 percent of Security workers earned sub-minimum wages in 2007, which is 

the highest estimate amongst all sectors. This depth of violation is 7 times higher than that found 

amongst Civil Engineers, who record the lowest levels of violation (9 percent).  

 

In Appendix 6, the estimates for the three indices have been ranked, starting with the highest 

level of violation. For instance, a rank of 1 for Forklift Operators within area A in the Retail sector 

suggests that this is the most violated cohort within this sector in terms of the numbers of 

individuals earning sub-minimum wages. However, we observe a rank reversal between indices 

for some sectors. For example, in 2007 although Forklift Operators are the worse off in the Retail 

sector relative to other occupation groups, they are not the worst off cohort in terms of the 

shortfall of their wages from the minimum (only 15 %). In this respect, the worst off cohort in the 

Retail sector are Sales Assistants in Area B, who are the farthest away from the legal minima 

(31%). Overall, the most violated cohort, with a rank of 1 for all three indices of violation, was 

Farm workers in 2001, and Security workers in 2007. The least violated cohort was Civil 

Engineers in both years, which yielded the highest rank (9) for the violation indices in both 2001 

and 2007.  

 

The figure below shows the relationship between the ranks on the three indices for the different 

sectors, in order to shed some light on whether there is a relationship between the number of 

violated individuals in a sector and the degree of violation.  The results below suggest a linear 

relationship between the rank of the violation indices, (V0; V1), (V0; V2) and (V1; V2), barring a few 

outliers. 

 

Figure 3: Relationship between rank of violation indices, 2007 

 
Source: Authors’ calculations using LFS September 2007 (StatsSA) and ECC sectoral determinations.  
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In order to ascertain the robustness of the three indices in measuring violation, notably V0, V1, 

and V2, Spearman‟s rank correlation coefficients are estimated below to evaluate the degree to 

which these three measures of violation produce a similar ranking between sectors. The table 

below shows the rank correlation coefficients between the three indices. All correlation 

coefficients were significant at the 1 % level. A higher value for the rank correlation coefficient 

indicates that a stronger correlation was present between the ranks of the violation measures 

used.  

 

Table 16: Spearman’s Rank Order Correlation Coefficients between Violation Indices, 2001-2007 

 
 
 Index Coefficient 

 2001 2007 

 V0 and V1 0.9699* 0.8071* 

 V0 and V2 0.9496* 0.7667* 

V1 and V2 0.9909* 0.9865* 

Source: Authors’ calculations using LFS September 2001 and 2007 (StatsSA) and ECC sectoral determinations 
Note: * indicates significance at 1%.  

 

In both 2001 and 2007, the correlations between V0, V1, and V2 are all very high, ranging from 

about 77% to 99%. Thus, the rankings of violation according to the three indices used are very 

similar in both years.  However, it is worth noting that the correlation between V0 and the other 

two indices, namely (V0; V1), and (V0; V2), has declined significantly between 2001 and 2007. 

This may be tentative evidence that with the institution of minimum wage regulation, there is a 

once-off movement up to the minima for some share of sub-minimum workers, so diluting the 

correlation with those who remain distributed below the minimum wage line.  

 

The correlation coefficient between the V0 and the V1 index is lower than that between the V0 and 

the V2 index in both 2001 and 2007, suggesting that the headcount of violated individuals and the 

degree of violation may be more closely related than the share of violation is with the degree of 

violation squared. The lower correlation between these two indices may reflect the fact that the 

changes in them are driven by different underlying factors. On the other hand, the high 

correlation coefficients between the rankings of the depth of violation, V1, and the squared depth 

of violation, V2, (0.99 in both years) is a unsurprising result, recalling that the latter measure is 

simply the square of the former.  

 

Another measure of relevance here is the Kaitz index, which provides a measure of the rigidity or 

„toughness‟ of the minimum wage set (Andalón and Pagés, 2008). The Kaitz ratio is usually 

estimated as the ratio of the minimum wage  to the mean wage . However, according to 

the literature (Andalón and Pagés, 2008) in countries with substantial levels of wage inequality, or 

if the minimum wage is suspected to influence the mean wage, it is preferable to use the median 

wage to estimate the Kaitz ratio instead of the mean. Following the literature, in the calculations 

here of the Kaitz index for South Africa, the median wage was used as the denominator. 

However, given that the minimum wage in South Africa is specific to sector, occupation, and 
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location, another important question arises. It is unclear whether the Kaitz index should be 

calculated as the ratio of the minimum wage to the sector-occupation-location specific median 

wage, or instead estimated using the median wage for all salaried employment. According to 

Andalón and Pagés (2008), the latter measure is preferred from a methodological point of view 

since it serves to control for reverse causality. If , for instance, there is a higher share of informal 

employment or self-employment in total employment, a lower estimate may be obtained for the 

mean wage in a given sector-occupation-location category, thereby yielding a higher ratio of the 

minimum to mean wage, or in other words, a higher Kaitz estimate. Given this issue, two types of 

measures of the Kaitz index are included in the analysis below. The first (K1) is the ratio of the 

mean adjusted minimum wage (in the respective sector-occupation-location group) to the median 

wage in overall salaried employment, whilst the second measure (K2) is the ratio of the mean 

minimum wage in that category relative to the median wage in each sector-occupation-location 

group. For the reasons noted above, the preferred index is the one estimated using the median 

for overall employment, namely K1. A study by Levin-Waldman (1997) suggests that the minimum 

wage be set at the level of the median wage for the unskilled. Therefore, a third measure has 

been included, which provides the ratio of the minimum wage within each group to the median 

wage for unskilled workers (that is, Domestic workers and workers engaged in Elementary 

occupations).  

 

Table 17 below presents estimates of the Kaitz ratio for South Africa for 2001 and 2007 by 

sector. The two specifications of the Kaitz index, K1 and K2, were approximated for each of the 

sectoral determinations by their respective sector-occupation-location categories.  A summary of 

the Kaitz estimates for each sector is shown here, and the complete table is included in the 

appendix (Appendix 7). The indices have been ranked, starting from the highest value to the 

lowest. The ranks of the indices have been shown in parentheses in the table. For instance, the 

rank of the K1 Kaitz index for the Security sector was 1 in both 2001 and 2007, reflecting that the 

Kaitz index for Security workers was the highest among all other sectors in both years.  

 

The median wage for overall salaried employment was R1 600 in 2001 and R2 500 in 2007 

respectively.  In 2001, the K1 Kaitz ratio for South Africa, estimated as the ratio of the mean 

minimum wage to the overall median wage, was 0.70, and subsided to 0.61 in 2007. Comparing 

the Kaitz estimates for South Africa with other developing countries indicates that these countries 

also yield high measures of the ratio of the minimum to the median wage.  The Kaitz index for 

Kenya stood at 0.76 for general workers during 1998 to 1999 (Andalón and Pagés, 2008), while 

the Kaitz index in Columbia also found to be high at 0.68, with a number of minimum wages in 

the more skilled occupations set at above two-thirds of the median (Maloney and Nuñez, 2003).  

 

The K2 Kaitz estimates have been estimated using the ratio of the minimum wage to the median 

in each sector-occupation-location group. For instance,  an estimated Kaitz ratio of 0.55 for Retail 

Sector Managers in Area A in 2007 represents the ratio of the mean adjusted monthly minimum 
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wage for Retail Sector Managers in Area A (R 3 826) to the median wage in that sector-

occupation-location category (R7 000). Similarly, the Kaitz ratio for the Retail sector represents 

the ratio of the mean monthly adjusted minimum wage in the Retail sector to the median wage of 

salaried workers in the Retail sector. In 2007, the mean adjusted minimum wage for Retail sector 

works was R 2 304, while the median wage of covered workers in that sector was 2 500, yielding 

a Kaitz ratio of 0.92. Several sectors record a K2 ratio of above 1 in both years, namely Farming, 

Forestry and Security.  What is clear from the estimates below is that the ratio of the minimum 

wage to the median is quite high in South Africa in several sectors, irrespective of whether the 

overall median or the group-specific median is used. 

 

Table 17: Estimates of the Kaitz Index, 2001 and 2007 

 
 
Sectoral 
Determination 

2001 2007 

K1 (wM/ 
median  
salaried) 
 

K2  
/ 

 

wM/ 
median 
unskilled 
 

K1(wM/ 
median  
salaried) 
 

K2  
/ 

 

wM/ 
median 
unskilled 

Retail 1.03 (2) 1.07 (5) 4.43 (2) 0.92 (2) 0.92 (5) 2.30 (2) 
Domestic 0.40 (9) 1.60 (2) 1.57 (9) 0.33 (9) 0.96 (4) 0.82 (9) 
Farm workers 0.53 (7) 1.87 (1) 2.06 (7) 0.43 (7) 1.13 (2) 1.07 (7) 
Forestry 0.44 (8) 1.18 (4) 1.84 (8) 0.38 (8) 1.06 (3) 0.96 (8) 
Taxi 0.72 (6) 0.76 (8) 3.37 (4) 0.70 (4) 0.88 (7) 1.75 (4) 
Security 1.18 (1) 1.26 (3) 5.12 (1) 1.06 (1) 1.40 (1) 2.66 (1) 
Hospitality 0.72 (5) 0.96 (6) 2.79 (6) 0.58 (6) 0.73 (8) 1.45 (6) 
Contract cleaning 0.75 (4) 0.81 (7) 3.03 (5) 0.63 (5) 0.91 (6) 1.57 (5) 
Civil engineering 0.99 (3) 0.26 (9) 3.94 (3) 0.82 (3) 0.22 (9) 2.05 (3) 

Total 0.70  1.48  2.93  0.61  1.17  1.52  
Source: Authors’ calculations using LFS September 2001 and 2007 (StatsSA) and ECC sectoral determinations.   

Notes: 1. The Kaitz ratio is computed as the ratio of the mean adjusted minimum wage in each sector-occupation-

location cell to the median wage of all salaried workers (that is, excluding self-employed workers). The ratio of the 

minimum wage to the group median is the ratio of the minimum wage by sector, occupation, and location to the 

median wage in each sector-occupation-location category.  

2. Unskilled workers include Elementary workers and Domestic workers.  

3. All estimates are for the weighted sample. 

4. Ranks are shown in parentheses.  

 

Comparison of the estimates for the K1 and the K2   Kaitz indices uncovers two interesting trends. 

Firstly, using the overall median wage to estimate the Kaitz index, that is K1, yields lower 

estimates of the toughness of the minima set than when the group-specific median is employed 

(K2). In both years, the K1 estimates are lower than those for K2, barring the estimates for the Civil 

Engineering sector, which yields a  substantially larger K1 estimate than K2 in both years, and the 

Retail sector, for which identical estimates for K1 and K2 in 2007 (0.92) are obtained. The second 

trend to be noted is that there seems to be a decline in the estimated Kaitz ratios between 2001 

and 2007 in all sectors, with the exception of the 2007 K2 estimates for the Taxi, Security and 

Contract Cleaning sectors, which increased during this period.  

 

The results from the third measure included in the table, that is, the ratio of the minimum wage to 

the median wage for the unskilled, are also interesting. This ratio is generally above 1 in both 
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years, signifying that the minimum wage in South Africa is set very high relative to the median 

wage for unskilled employment. For instance, in 2001 the minimum for Retail Sector workers was 

more than four times higher than the median for the unskilled. By 2007, although this ratio had 

declined, it remained high, the minimum wage within this sector standing at more than double the 

median for the unskilled. Compared with the Kaitz measures, K1 and K2, The ratio of the minimum 

to the median of the unskilled is generally higher. Whilst the gap between the sectoral minima 

and wages in unskilled employment became smaller across all sectors during the 2001 and 2007 

interval, they still remained high.  

 

In order to investigate whether there is indeed a correlation between the size of the violation 

indices (V0, V1, and V2) and the level at which the minimum wage is set relative to the median 

wage (the Kaitz index), Spearman‟s rank order correlation coefficients between the ranks of the 

two Kaitz measures presented above and the three violation indices were estimated. The 

correlations between the ranks of the Kaitz measures, K1 and K2, were positive and significant at 

1% in both years (0.45 and 0.46 in 2001 and 2007 respectively). The significant rank correlation 

coefficients for the two indices suggest that they are both robust measures for the ratio of the 

Kaitz index since there are similarities in the rankings of the sectors under the two indices. Table 

5 overleaf presents estimates of the rank order correlation coefficients between the Kaitz index 

measures (K1 and K2) and the violation indices (V0, V1, and V2) respectively. All estimated 

correlation coefficients were statistically significant at either the 1% or 5% level, suggesting that 

there is a significant relationship between the ranks of the Kaitz measures and those of the 

indices of violation. 

 

Table 18: Spearman’s Rank Order Correlation between Kaitz index and Violation Indices, 2001-2007 

 
 
 Coefficient 

Kaitz 1 
(wM/median salaried) 

Coefficient 
Kaitz 2 

) 

 2001 2007 2001 2007 

 V0 and Kaitz 0.3786** 0.4408* 0.9183* 0.8897* 

 V1 and Kaitz 0.3851** 0.4905* 0.9168* 0.8939* 

V2 and Kaitz 0.3959** 0.5231* 0.8837* 0.8677* 

Source: Authors’ calculations using LFS September 2001 and 2007 (StatsSA) and ECC sectoral determinations. 

Note: * indicates statistical significance at 1*, ** indicates statistical significance at 5%, *** indicates statistical 

significance at 10%.   

 

As seen in the estimates above, the rank correlation coefficients between the K2 index and the 

violation indices are very high. For instance, the 2007 estimate of the rank correlation between V0 

and K2 is 89%, suggesting that the sectoral rankings according to the K2 index are very similar to 

the rankings according to the violation index V0. An interesting trend in the data is that there 

seems to be a slight increase in the correlation coefficients between the violation indices and the 

first Kaitz index, K1, between 2001 and 2007, whilst the correlation coefficients between the 

measures of violation and the K2   index decreased during this period. On the basis of this result 
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then, one can infer that the similarity in rankings according to the K1 index and the violation 

indices became more similar between 2001 and 2007, while the correlation between the K2 index 

and the violation measures decreased. This provides some support for the choice of the K1 index 

as the preferred specification of the Kaitz index in terms of explaining violation.  

 

In summary, the rank correlation coefficients above suggest a significant correlation between the 

level, depth, and severity of non-compliance (as measured by V0, V1, and V2 respectively) and 

the level of the minimum wage relative to the median wage within the sector-occupation-location 

categories. The sign of the coefficients reflect a positive relationship between ranks of the level of 

the sectoral determination (that is, the minimum wage ) relative to the median wage, and 

violation (non-compliance). This result is consistent with the conclusions of the Andalón and 

Pagés (2008) study discussed earlier in the literature review, specifically that the Kaitz index 

(essentially, the rigidity of the minima set) is positively correlated with non-compliance.  

 

This far, as our analysis has concentrated on providing a descriptive overview of the sectoral 

minima in South Africa, and some key measures associated with violation.  The discussion now 

turns, in the following section, towards an econometric investigation of the various determinants 

of violation in South African labour market, and attempts to isolate their simultaneous impact on 

violation.  

The Determinants of Violation in South Africa 

In the first instance, we utilize a probit22 model to investigate the determinants of the probability of 

an individual being violated, or in other words, receiving a wage below the stipulated minimum.  

The probit model is used to determine whether these factors do indeed change the likelihood of 

an individual being paid a wage below the minimum, as well as to quantify the marginal effects of 

the variables. Here, the dependent variable V0 is a categorical variable, taking on a value of 1 if 

the individual‟s wage is below their respective minimum or 0 if their wage is at or above the 

minimum. The violation probit is estimated for the full sample of employed individuals (excluding 

the self-employed since they pay their own wages) who are covered by the DoL sectoral 

determinations. Next, for the reduced sample of violated individuals (V0 = 1) only, the 

determinants of the depth of violation (as measured by V1) are estimated by means of OLS 

regression23. Hence V1 was estimated for each individual and used as the dependent variable in 

the regression24
.  

                                                           
22 A probit model estimates the factors that influence the probability that an event A may occur, where 

1)(0 AP  . The equation we wish to estimate takes on the following form:  

 )()|1Pr( xxXY  
where Y is the binary dependent variable V0 equal to 1 for violated individuals earning wages below the 

statutory minimum and 0 for their non-violated counterparts, X is a vector of explanatory variables, 

are the parameters to be estimated, and  is the standard normal cumulative distribution function 

(McCullagh and Nelder, 1989). 
23 The OLS equation for the depth of violation V1 takes on the generic form:  
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A variety of explanatory variables were included in the analysis such as demographic, firm-level, 

contractual, and spatial/geographic characteristics. One interesting innovation in this paper is to 

provide a set of spatial and density variables to proxy for the probability of an employer being 

„enforced.‟ Initially, a number of spatial variables were constructed and investigated, which were 

then narrowed down to a preferred specification.  Some of the relevant variables constructed in 

this context included  workers per square kilometre (the ratio of the number of employed in the 

district council to the area of the district council in square kilometres25),   the unemployment rate 

in the district council, the number of labour inspectors weighted by the proportion of employed in 

the district council, employment density (the ratio of the number of employed in the district council 

to the population of the DC), and the unemployment ratio (the ratio of the number of unemployed 

to the population in the DC26). Due to some of these spatial variables being correlated with each 

other, only a subset of these variables was included in the probit equations. The spatial variables 

which were eventually selected to be included in the analysis were the log of the workers per 

square kilometre; the log of the inspectors per DC weighted; and the unemployment rate in the 

district council.  

 

The regression results are now discussed. The estimation of the violation probit started with the 

full sample of employed
27

  salaried workers whom are covered by the ECC sectoral 

determinations. Next, in the OLS regression on the determinants of the depth of violation, V1, the 

sample was reduced to cover only violated workers, that is, workers for whom  . The 

violation probit excludes the self-employed and wage earners not covered by the ECC minimum 

wages, whilst the OLS regression of on the depth of violation exclude those wage earners whose 

wages are at or above the statutory minimum. Hence, the estimates derived by the violation 

probit and the depth of violation function may be biased due to the fact that they are both based 

on non-random, truncated versions of the original sample of covered workers. Thus, in all 

                                                                                                                                                                             
Yi = a + b Xi + ui  
where the Yi refers to the measure of violation V1 for the worker i as being a function of the kx1 vector, X 
of relevant explanatory variables of violation, while b is the 1xk vector of parameters. The disturbance 
term and the constant are captured by ui and a respectively. The OLS method is used to estimate the 
mean effect of the various explanatory variables on the dependent variable V1 (Cassella & Berger, 2002). 
24 V1 was measured as the individual wage gap using the following formula:  
(w

M
-wi)/w

M
 where w

M
 is the minimum wage for the individual and wi is the individual’s wage.  

25 The area of each district council was available from the website of the Municipal Demarcation Board of 
South Africa. <www.demarcation.org.za>.  
26 Note the distinction between the unemployment rate and the unemployment ratio. The 
unemployment ratio measures the share of the population in the DC who is unemployed, while the 
unemployment rate is the share of the labour force (working age individuals only) that is unemployed in 
the DC.  
27 The working age population was assumed as 15 to 65 years old. The broad definition of employment 
was used, that is, including discouraged work seekers.  
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versions of our modelling, the Heckman two-step approach was used to control for the possible 

presence of a sample selection bias.28 

 

Results 

For the covariates which are dummy variables, the following are the referent variables: 

Race: African 

Age: 16-24 years 

Area type A: other area type (B, C, D, or E)  

Sectoral determination:  Domestic workers 

Union status: Non-union member  

Firm size: Large firms  

Contract: Non-written, non-permanent 

Sector: Informal, non-public.   

 

The key results for the violation probit, and the OLS and quantile regressions on V1 for 2007 are 

presented in Tables 5 through 7 below.  

 

 below presents the results from the probit on individual violation. Four specifications are shown. 

Due to the presence of collinearity between some of the provincial dummies and the spatial 

density variables (which are measured for each of the district councils within a province, and are 

hence correlated with some of the provincial dummy variables), the provincial dummies and the 

spatial density variables could not be included in the specifications at the same time. In 

Specification I, only the provincial dummies are included while the spatial density variables were 

omitted.  In the second specification, the individual characteristics (race, gender, age, education) 

were excluded while the spatial/density variables were included. In Specification III, individual 

characteristics as well as the spatial density variables, while the provincial dummies have been 

left out. This is our preferred specification, since it contains a full range of spatial density 

variables and individual characteristics, and yields a relatively high goodness of fit. In 

Specification IV, the covariates were chosen using a stepwise regression model29.  It is worth 

                                                           
28 After the violated probit was estimated, the estimates were used to derive an estimate for the inverse Mills ratio 

(lambda) to be included in the OLS and quantile regressions on V1 and V2. The derived depth of violation function is 

therefore conditional on the individual characteristics of the employed receiving wages below the minimum as well 

as conditional on the fact that these earners are a subsample of all employed covered by minimum wage legislation.   

29 Stepwise selection is a method allowing for the selection of independent variables for inclusion in a 
regression model. One type of stepwise selection is forward selection which starts by assuming a regression model 
with only one explanatory variable, : 

 
where y is the dependent variable,  is the coefficient of the explanatory variable , and is the error term. The 
hypothesis that  is then tested by means of an F-test, where the F-statistic is denoted by: 

    

where is the total regression sum of squares due to q variables at the qth step in the stepwise process, and 

 is the ‘additional’ regression sums of squares due to the qth variable. If the  value is 

significant at the selected level of significance, the qth variable is included in the regression equation, and the 
hypothesis that the coefficient of the qth variable in the regression is zero is rejected. Each time a new variable is 
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noting here, however, that while the stepwise regression technique is useful in obtaining an 

additional specification of the model, the results must be treated with caution. The stepwise 

regression approach has been much criticized in the literature as resulting in biased estimates of 

regression coefficients, as well as underestimating the variability of the regression coefficients in 

the final model (Steyerberg, Eijkemans, and Habbema, 1999). Furthermore, in small datasets, 

stepwise regression has been shown to omit important variables (Steyerberg, Eijkemans, and 

Habbema, 1999). Therefore, although the results from the stepwise estimation are included here 

in Specification IV, it is not the preferred specification. 

 

A preliminary analysis of the results in  suggests that there are a wide range of variables 

impacting on the probability of violation, such as individual, sectoral, enterprise, contractual and 

spatial characteristics. Specification III, our preferred specification, explains 16.46% of the 

variation in the dependent variable.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                                                                                                                                                             
inserted into the model, the F-statistic is re-estimated for all the variables in the model, and any variable that leads to 
an insignificant F-statistic is removed. When an F-statistic testing for the inclusion of a new variable is insignificant, 
the process ends and that variable and all subsequent variables are omitted from the model. Backward selection is a 
second type of stepwise regression. It employs a similar technique except that the number of variables included in 
the model starts with the full set, k, at the first step. Variables are removed if they yield insignificant F-statistics, until 
the last variable is reached (Thompson, 1978). The stepwise procedure employed here used both backward and 
forward selection, and identical results were obtained under both methods.  
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Table 19: Results from violation probit, 2007 

 
 

Dependent variable:  
Probability of being violated 

Specifications   

I II III IV  

Variables M. effect x-bar  M. effect x-bar  M. effect x-bar  M. 
effect 

x-bar  
In

d
iv

id
u

a
l  

R
ac

e
 

White -0.357* 0.054 ... ... -0.356* 0.054 -0.510* 0.054 
Coloured -0.070** 0.123 ... ... -0.065** 0.123 -0.051 0.123 
Asian -0.141 0.023 ... ... -0.141 0.023 -0.152 0.023 

 Female 0.138* 0.494 ... ... 0.136* 0.494 0.136* 0.494 

Ed
u

ca
ti

o
n

  

Speaks English -0.194** 0.062 ... ... -0.199** 0.062 -0.219* 0.062 
Can read -0.247** 0.886 ... ... -0.243** 0.886 ... ... 
Can write 0.145 0.885 ... ... 0.148 0.885 ... ... 
None-Grade 8 -0.011 6.580 ... ... -0.011 6.580 -0.020* 6.580 
Grade 9-11 -0.006 1.444 ... ... -0.007 1.444 -0.003 1.444 
Grade 12 -0.075 0.285 ... ... -0.075 0.285 -0.078 0.285 
Diploma -0.173* 0.042 ... ... -0.175* 0.042 -

0.192** 0.042 
Degree -0.069 0.014 ... ... -0.057 0.014 -0.056 0.014 

A
ge

 

25-34 years 0.026 0.352 ... ... 0.027 0.352 0.026 0.352 
35-44 yrs -0.055 0.267 ... ... -0.054 0.267 -0.056 0.267 
45-54 years -0.116* 0.203 ... ... -0.113* 0.203 -0.115* 0.203 
55-65 years -0.064 0.093 ... ... -0.060 0.093 -0.060 0.093 

Se
ct

o
ra

l 

Farm workers 0.263* 0.151 0.212* 0.150 0.262* 0.151 0.235* 0.151  
Retail Sector 0.284* 0.199 0.080 0.199 0.288* 0.199 0.256* 0.199  
Forestry  0.240* 0.015 0.168* 0.015 0.230* 0.015 0.201* 0.015  
Taxi Sector 0.260* 0.044 0.090 0.044 0.260* 0.044 0.232* 0.044  
Private Security  0.542* 0.091 0.426* 0.091 0.542* 0.091 0.585* 0.091  
Hospitality Sector 0.089 0.067 -0.027 0.066 0.089 0.067 0.062 0.067  
Contract Cleaning 0.275* 0.142 0.221* 0.142 0.278* 0.142 0.248* 0.142  
Civil Eng. 0.156 0.005 -0.154 0.005 0.162 0.005 0.135 0.005  

Fi
rm

/C
o

n
tr

ac
tu

a
l 

Union Workers -0.119* 0.218 -0.122* 0.218 -0.119* 0.218 -0.123* 0.218  
Written Contract  -0.150* 0.653 -0.149* 0.653 -0.153* 0.653 -0.142* 0.653  
Permanent/Fixed 0.030 0.775 0.010 0.775 0.030 0.775 ... ...  
Tenure (logged) -0.043* 1.448 -0.055* 1.450 -0.044* 1.448 -0.042* 1.448  
Formal  -0.023 0.578 -0.021 0.578 -0.021 0.578 ... ...  
Semi Formal -0.006 0.657 -0.015 0.656 -0.010 0.657 ... ...  
Small firms 0.074** 0.255 0.089* 0.255 0.075** 0.255 0.076* 0.255  
Medium Firms 0.148* 0.147 0.147* 0.146 0.149* 0.147 0.147* 0.147  
Medium-Large  0.042 0.158 0.043 0.158 0.040 0.158 0.039 0.158  
Public sector/SOE -0.193* 0.066 -0.187* 0.066 -0.190* 0.066 -0.193* 0.066  

Sp
at

ia
l 

G
e

o
gr

ap
h

ic
 

Area A 0.009 0.732 -0.012 0.732 0.015 0.732 ... ... 
Western Cape -0.058 0.137  ... ... ... ... ... 
Eastern Cape 0.171* 0.092  ... ... ... ... ... 
Northern Cape 0.114** 0.029  ... ... ... ... ... 
Free State 0.163* 0.071  ... ... ... ... ... 
KwaZulu Natal 0.121* 0.179  ... ... ... ... ... 
North West 0.134* 0.067  ... ... ... ... ... 
Mpumalanga 0.055 0.081  ... ... ... ... ... 
Limpopo 0.249* 0.075  ... ... ... ... ... 

D
e

n
si

ty
 

Workers/km
2
 ... ... 0.001 3.290 -0.007 3.289 ... ... 

Inspectors ... ... -0.041* 4.895 -0.032* 4.896 -0.035* 4.896 
Unemployment  ... ... 0.737* 0.379 0.664* 0.379 0.685* 0.379 

          
Observed probability 0.416  0.416  0.416  0.255   
Predicted probability (x-bar) 0.386  0.405  0.386  0.157   
Number observed 6934  6968  6934  6934   
Chi-squared 555.45*  348.55*  547.6*  504.85*   
Pseudo R-squared 0.1661  0.1026  0.1646  0.1631  

Source: Own calculations using LFS September 2007, StatsSA.  

Notes: * Significant at the 1% level ** Significant at the 1% level*** Significant at the 1% level. Robust standard errors 

used. Specification IV is a Stepwise regression using backward selection. Significance level for removal from the 
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model was set at 0.2. The regressions were repeated using forward selection. However, the results obtained were the 

same as when the backward selection method was used.   

 

Since one of the key novelties in this analysis is the construction of the set of spatial/density 

variables we will discuss the results from these variables first. The first spatial variable was a 

dummy variable for workers in areas that fell under „A‟ type areas. As noted earlier, these areas 

are generally non-rural and are specific to the various sectoral determinations.  The Area A 

dummy variable was included in all specifications (barring the stepwise regression where the 

variable is dropped during the backward selection process). This variable was not found to be 

statistically significant in any of the specifications at the 10 percent level, suggesting that living in 

an area classified as an „A‟ area as opposed to a less urbanised area did not significantly alter 

the probability of a wage earner being violated in 2007. The remaining spatial/density variables 

were included in specifications II, III and IV30, namely the log of workers per square kilometre by 

district council, the number of inspectors per district council (logged)31, weighted by the proportion 

of the employed in that area, and the unemployment rate in the district council. These density 

variables are preferred to the provincial dummy variables since they are more specific and 

provide information by district council, which is the smallest area unit provided by the 2007 LFS. 

The results show that while the employment density, as captured by the log of the number of 

workers per square kilometre, was not a significant determinant of the probability of individual 

violation, the density of inspectors and the unemployment rate in the district council were 

significant at the 1 percent level. In all three specifications, namely specifications II, III, and IV, 

the results from the inspector density variable are negative and statistically significant at the 1 

percent level. This is a powerful result, suggesting that the intensity of enforcement, as proxied 

for by the number of inspectors in an area, is a key predictor of whether an employer will violate 

minimum wage regulations or not. A larger presence of inspectors in an area possibly acts as a 

deterrent to employers considering violating the minimum wage, given the larger probability of 

being caught and penalized. This result has important implications for policy makers wishing to 

increase compliance with minimum wage legislation. The unemployment rate was also found to 

be a significant determinant of the probability of an individual being violated by their employer. 

The coefficient for the unemployment rate in the district council was positive and highly significant 

(1 percent level of significance) in all the specifications where included, indicating that a higher 

unemployment rate in the district council results in a larger probability of violation. This finding is 

consistent with the Ronconi (2008) paper, which found unemployment to be positively correlated 

with noncompliance in Argentina. This result can be understood if we think of a larger number of 

unemployed in an area as resulting in a higher probability of workers willing to work for sub-

minimum wages, and in turn a higher likelihood that employers will violate the statutory minima, 

                                                           
30 The log of workers per square kilometre however, gets dropped out during the selection process in the 
stepwise regression estimation procedure. 
31 Estimates for the number of labour inspectors by province for 2009 were obtained from the DoL. In 
order to control for the size of provinces, the mean number of inspectors per district council was 
estimated by taking the average of the number of labour inspectors over the number of district councils 
in the respective province.  
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knowing that surplus labour is will be supplied at sub-minimum rates. It is interesting to note here, 

however, that the actual value of the inspector density coefficient is very small relative to the 

coefficient on the unemployment variable. This suggests that effect of the unemployment rate on 

the likelihood of violation is larger than that of the density of inspectors.  

 

The second innovation in this analysis is the inclusion of a number of enterprise-specific 

characteristics, as well as characteristics of the type of employment contract.  These 

characteristics were included in all three specifications. In all four specifications, the coefficients 

for small and medium-sized firms are positive and statistically significant. The results show that 

the size of an enterprise32 is a key predictor of the probability of individual violation. Employees in 

small and medium-sized enterprises (less than 20 workers) were more likely to be violated than 

those in large firms with 50 employees or more. In other words, according to the results, 

employers in larger firms are more likely to be enforced upon. Or rather, given their visibility, 

employers in large enterprises are less likely to want to engage in practices which violate the 

minimum wage. Another possibility is that large firms are more likely to be unionized than smaller 

firms. A dummy variable was included equal to 1 if a worker was part of a union, and equal to 0 

for non-union members. As expected, the coefficient was negative and statistically significant in 

all four specifications, suggesting that union workers are less likely to be violated by employers 

than their counterparts who are not part of a union.  The key result here, however, is that large 

firms are less likely to violate even when controlling for the unionization of workers.  

 

Formal firms were defined as those who were registered and paid VAT, semi-formal firms were 

defined as those that met one of the above criteria, while informal firms were defined as those 

that neither reported themselves as registered nor as paying VAT. However, the formal and semi-

formal coefficients were not found to be statistically significant at 10 percent in any of the 

specifications in which they were included. In the stepwise regression, these variables were 

dropped out by the backward selection technique.  While the degree of formality of a firm does 

not seem to impact on whether or not employees are paid sub-minimum wages, whether a firm is 

located in the public sector or the private sector is a key determinant.  Individuals employed in 

public sector firms or in State owned enterprises (SOEs) were significantly less likely to be 

violated than those employed in the non-public sector, as evidenced by the negative and 

significant coefficient for the public sector dummy in all four specifications.  

 

In all four specifications, the dummy variable for a written contract yields a negative and 

statistically significant coefficient. Employees with a written contract are less likely to be violated 

than those with no contract or an informal contract. The dummy variable for a permanent/fixed 

period contract, however, was not statistically significant in any of the specifications, suggesting 

                                                           
32 Small firms are those with less than 9 employees, medium firms are those with less than 19 employees, 
medium-large firms refers to enterprises with less than 50 employees, and large firms are those with 50 
employees or more. The self-employed were excluded.   
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that individuals possessing a permanent or fixed period contract have the same likelihood of 

being violated as temporary, casual or seasonal workers. However, the duration of employment 

is a significant predictor of the probability of being violated. The tenure variable was derived using 

information in the LFS on the year the individual started working with the current employer. The 

variable was estimated as the log of the number of years of employment with the present 

employer. This coefficient was significant and negative in all specifications, indicating that a 

longer tenure is associated with a significantly lower probability of being violated.  

 

The individual characteristics included in Specifications I and III of the analysis were race, 

gender, age, ability to read and write, English as the home language, and education. From the 

results, it is clear that both race and gender are highly significant in determining whether or not 

an individual is violated and is paid a wage below his/her stipulated minima. The dummy 

variables for Whites and Coloureds have coefficients that are significant and negative, suggesting 

that these population groups have a lower probability of being violated than their African 

counterparts, controlling for spatial and sectoral characteristics. The coefficient for the dummy 

variable for females was positive and significant, suggesting that female workers are more likely 

to be violated than their male counterparts.  

The coefficients for the age variables are generally not statistically significant, barring the 45-54 

years old age group, which has a lower probability of being violated relative to those in the 15 to 

25 years old referent group.  

 

The literacy variables appear to be important predictors of minimum wage violation. Individuals 

who can read and who speak English as a home language are less likely to be paid wages which 

fall below the stipulated minima. Examining the results from the educational splines however, we 

note that only the coefficient for Diploma is statistically significant. The coefficient is negative, 

suggesting that possession of a Diploma as opposed to a Matric education or lower reduces the 

likelihood of an individual being violated.  

 

From these results, it is clear that individual characteristics play an important role in determining 

the likelihood of an individual being violated by an employer. The addition of individual variables 

to specification II in the third specification increases the value of R-squared from 0.1026 to 

0.1646. Hence, the goodness of fit of the model increases by 6.2 percent, evidencing the 

importance of individual variables in explaining violation. 

 

The results for the sectoral dummies are interesting. Barring the Hospitality sector and Civil 

Engineering, all coefficients were positive and statistically significant at 1 percent. This suggests 

that workers employed in the Farm worker, Retail, Forestry, Taxi, Security, and Contract 

Cleaning sectors all had a lower probability of being violated. This result may seem surprising, 

given that the Domestic worker sector is generally deemed to be among the more vulnerable 
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sectors, but may be a reflection of the larger actual or perceived presence of enforcement 

measures or labour inspectors aligned to the Domestic worker sector.  

 

Due to collinearity, either provincial dummy variables or the density variables were included in a 

particular specification, but not both. The first specification includes the provincial dummy 

variables, whilst leaving out the density variables. The referent province was Gauteng. Barring 

Mpumalanga and the Western Cape, the coefficients for all the provinces were positive and 

significant at 1 percent. Hence, relative to individuals employed in Gauteng, those in other 

provinces were more likely to experience non-compliance by employers.  

 

Having investigated the determinants of the probability of individual violation, we now turn to an 

analysis of the factors which influence the depth of this violation. Table 20 shows the results from 

the OLS regressions on V1 for the same specifications as above. The lambda derived from the 

violation probit was included in the specifications (barring specification IV, where the lambda was 

dropped during the process of backward selection of the stepwise function). The lambda 

coefficient was statistically significant in Specification II at 5 percent, suggesting that selection 

bias was present, which was corrected for. However, for the other two specifications (I and III) 

there was no apparent selection bias as the coefficient was insignificant.  

 

From the results in Table 20, we firstly note that although demographic characteristics were 

important in determining the probability of violation, they do not seem to be important in 

predicting the size of this violation. Put differently, while race and gender play a significant role in 

determining whether an individual is violated or not, they are irrelevant in determining the depth 

of this violation (as measured by V1). The coefficients for race and gender were statistically 

insignificant in all the specifications where they were included.  The results suggest that the depth 

of violation seems to be driven more by sectoral, enterprise, contractual and spatial variables 

rather than demographic characteristics.   
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Table 20: Results from regression on V1 (depth of violation) 
Dependent variable: V1  Specifications 

Variables I II III IV 
In

d
iv

id
u

al
  

Race White -0.1897 ... -0.0005 ... 
Coloured -0.0128 ... 0.0158 ... 
Asian 0.0464 ... 0.0786 ... 

Gender Female 0.0346 ... -0.0078 ... 
Literacy Speaks English -0.1850** ... -0.1040** -0.0686** 

Can read -0.0493 ... 0.0169 0.0136 
Can write -0.0575 ... -0.0914 -0.0884 

Education splines None-Grade 8 0.0021 ... 0.0048 0.0050 
Grade 9-11 -0.0310* ... -0.0297* -0.0294* 
Grade 12 0.0203 ... 0.0418 0.0392 
Diploma -0.1489** ... -0.0816** -0.0799* 
Degree 0.0025 ... 0.0405 0.0423 

Age 25-34 years -0.0892* ... -0.0937* -0.0946* 
35-44 yrs -0.0789** ... -0.0604** -0.0598** 
45-54 years -0.0898** ... -0.0491 -0.0495 
55-65 years -0.0518 ... -0.0247 -0.0249 

Se
ct

o
ra

l 

Farm workers 0.1547** 0.1004* 0.0771* 0.0793* 
Retail Sector 0.2733* 0.1733* 0.1933* 0.1934* 
Forestry  0.1279*** 0.0922** 0.0571 0.0561 
Taxi Sector 0.2374* 0.1418* 0.1633* 0.1727* 
Private Security  0.4381* 0.2421* 0.2622* 0.2677* 
Hospitality Sector 0.1886* 0.1484* 0.1662* 0.1643* 
Contract Cleaning 0.2564* 0.1855* 0.1768* 0.1774* 
Civil Engineering 0.3993* 0.2776* 0.3620* 0.3728* 

Fi
rm

/C
o

n
tr

ac
tu

al
 

Union Workers -0.0722** -0.0387** -0.0338*** -0.0335*** 
Written Contract  -0.0881** -0.0423** -0.0452** -0.0470* 
Permanent  -0.0244 -0.0477** -0.0319*** -0.0320*** 
Tenure (logged) -0.0368* -0.0118 -0.0239* -0.0234* 
Formal  -0.0393** -0.0385** -0.0323*** -0.0345*** 
Semi Formal -0.0755* -0.0786* -0.0755* -0.0773* 
Small firms 0.0231 0.0026 0.0030 ... 
Medium Firms 0.0232 -0.0177 -0.0181 ... 
Medium-Large firms -0.0009 -0.0107 -0.0133 ... 
Public sector -0.0624 0.0165 0.0072 ... 

Sp
at

ia
l 

Geographic Area A -0.0276** -0.0226*** -0.0252** -0.0241** 
Western Cape -0.0199** ... ... ... 
Eastern Cape 0.1043 ... ... ... 
Northern Cape -0.0098** ... ... ... 
Free State 0.0968 ... ... ... 
KwaZulu Natal 0.0437** ... ... ... 
North West 0.0627 ... ... ... 
Mpumalanga 0.0345 ... ... ... 
Limpopo 0.1248*** ... ... ... 

Density Log workers/sq km ... -0.0018 0.0020 ... 
Inspectors ... -0.0178** -0.0118*** -0.0119*** 
Unemployment  ... 0.1624** 0.1689** 0.1497** 

Lambda 0.1902 -0.000003** 0.00001 ... 
Constant 0.3347** 0.4095* 0.4969* 0.5051* 
Number observed 2994 3004 2994 2994 
F-statistic  8.25* 18.02* 8.37* 10.7* 
Adjusted R-squared 0.1656 0.1090 0.1591 0.1570 

Source: Own calculations using LFS September 2007, StatsSA.  

Notes: * Significant at the 1% level** Significant at the 1% level*** Significant at the 1% level. 

Robust standard errors used.  

 

The results above for the first set of covariates, the individual characteristics, show firstly that the 

race and gender effect observed in determining the probability of violation disappear when 
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analysing the depth of this violation. The „English as a home language‟ variable however retains 

its significance in all the specifications. The negative and significant coefficient shows that 

individuals who speak English as a home language whom are violated by their employers 

experience a lower depth of violation than non-English speakers. The coefficients for the literacy 

variables (ability to read and write) were not found to be statistically significant in any of the 

specifications. Education, however, is an important determinant of the depth of violation 

experienced. The coefficients for the splines for Grades 9-11 and Diploma were significant and 

negative. Hence, individuals who have competed Grades 9 to 11 experience a smaller violation 

than their lesser educated counterparts with less than Grade 9 education. The wages of violated 

individuals with a Diploma qualification are closer to their respective minima than those 

possessing only a Matric qualification.  

 

The coefficients for the various age groups indicate that there is a youth bias among violating 

employers. Individuals in the 25-34 years and 35-44 years cohorts experience a lower depth of 

violation than individuals aged between 15 and 24, as evidenced by the negative and significant 

coefficients for the first two age splines in all four specifications.  In specification I, the coefficient 

of the 45-54 years age group was also significant and negative. Hence, there is a clear age effect 

in determining the depth of violation of an individual, with younger individuals worse off than their 

older counterparts.  

 

The results for the sectoral dummies were all significant and positive in the four specifications, 

with the exception of the coefficient for Forestry workers in Specifications III and IV which was 

insignificant. Hence, relative to Domestic Workers, violated workers in all sectors covered by 

ECC minimum wage legislation experience a higher depth of violation, that is, their wages lie 

farther below their respective minima.  

 

Union workers have a significantly lower depth of violation than non-union workers, as suggested 

by the negative and significant coefficient for union workers in all specifications. Examining the 

contractual variables, we note that a written contract results in a significantly lower violation than 

a non-written contract. An interesting result is that although the possession of a permanent 

contract was not a significant determinant of the likelihood of violation, it is significant in 

determining the depth of violation. The coefficient for permanent contract is negative and 

significant in all four specifications and suggests that permanent contract holders who are 

violated have a smaller depth of violation compared with individuals with temporary or other 

contract types. The coefficient of the tenure variable is significant and negative in all 

specifications, except for specification 2. Hence, an increase in the years of tenure reduces the 

depth of violation of an individual.  

 

It is interesting to note that while individuals employed in formal and semi-formal firms were found 

to be equally likely to be violated, employment in formal and semi-formal firms is associated with 
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a significantly smaller depth of violation. In all specifications, the coefficients for the formal and 

semi-formal firms were negative and statistically significant.  

 

The size of the enterprise, which was found to be a significant determinant of the probability of 

being violated, was not found to have a significant impact o the depth of violation. The public 

sector/SOE variable was also not found to be statistically significant in influencing the depth of 

violation of an individual.  

 

We now turn to the last set of covariates, that is, the geographic and spatial variables. An 

interesting result is that the coefficient for the Area A dummy variable, which was not significant 

in determining the likelihood of violation, has a significant impact in determining the depth of 

violation. In all four specifications, the area A dummy yields a negative and significant coefficient, 

suggesting that workers in A type areas experience a smaller depth of violation than those in 

other areas. This may be a reflection of the fact that A type areas may be less remote than more 

rural areas, and hence may be more easily accessed by labour inspectors and enforced upon. 

Hence, the provincial dummy variables included in Specification I suggest that violated workers in 

the Western Cape and Northern Cape provinces experience a smaller depth of violation than 

those in the KwaZulu Natal and Limpopo provinces.  Examining the results for the spatial density 

variables, we note that the presence of labour inspectors in the district council not only 

significantly reduces the likelihood for violation, but also results in a significantly lower depth of 

violation. The coefficients for the inspector density variable were negative and significant in all the 

regressions and show that an increase in the density of labour inspectors in an area significantly 

lowers the depth of violation of the individual. Another interesting result is that local 

unemployment density has the effect of significantly increasing the severity of violation. An 

increase in the local unemployment rate is associated with an increase in the size of violation. 

Hence, workers in district councils with high rates of unemployment are worse off than those in 

areas with low unemployment rates. An interesting result that emerges from both the regression 

on V1 and the violation probit, is that while the inspector density variable is negative and 

significant, its magnitude is very small relative to most of the other significant variables 

discussed. On the other hand, the coefficients on the unemployment rate variable have a very 

high magnitude. This result would seem to suggest that the unemployment rate plays a larger 

role in determining the likelihood and depth of violation than the inspectorate deployed.  

 

The results above illustrate that there are a range of variables impacting on the depth of violation 

of an individual, including individual characteristics such as education and age, as well as   

sectoral, contractual, and spatial characteristics. However, it seems that there are two classes of 

variables driving the depth of violation, V1: On the one hand, firm-level and contractual factors 

seem to play an important role, notably the term of contract, union membership, the length of 

tenure, and the formality of the firm. On the other hand, spatial variables play a significant role. 
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Two key results here are the significance of the labour inspectorate deployed in predicting the 

size of the violation, as well as the importance of the local unemployment rate.   

V.  Ministerial Determinations 

This section of the study investigates applications for variations (exemptions) to the conditions of 

the BCEA and sectoral determinations by employers, and attempts to provide a framework for 

analysing ministerial determinations.  

Under the BCEA, the Minister may make a determination in order to replace or exclude any basic 

condition of employment provided for in the act or a sectoral determination
33

. In order to apply for 

an exemption an employer must submit an application for a ministerial determination. The 

employer must mention the section of the Act or Sectoral Determination that they want variation 

on, along with the reasons for not being able to comply. Applications for a variation (exemption) 

are generally finalised within 30 days. 

 

Monthly data on applications granted for exemptions on BCEA conditions and sectoral 

determinations   was provided by the DoL for the 2006 to 2010 period. However, data on all 

months during this period was not available, and 2009 was the only year for which the total 

number of applications could be calculated.   Therefore, the discussion below focuses on trends 

in the monthly data, analysing quarterly trends where appropriate.  

 

The figure below investigates the total number of monthly applications received for variations to 

conditions of the BCEA, and sectoral determinations during the past four years. In the second 

quarter of 2010, there were a total of 42 applications (including applications received and those 

brought forward from the previous period), of which 32 were granted, whilst the rest were either 

refused, withdrawn or further information was requested.  Between the fourth quarter of 2006 and 

the fourth quarter of 2009, the number of applications received grew at 15.5 percent per annum.  

                                                           
33 Basic Conditions of Employment Act (No. 75 of 1997) as amended by the Basic Conditions of Employment 
Amendment Act, 2002 (Section 50). Department of Labour, South Africa 
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Figure 4: Total number of applications per month (BCEA and SDs), 2006 to 2010 

 
Source: Department of Labour 
Note:  

1. Total is the cumulative total of applications received and brought forward from previous period less the 
number withdrawn.  

2. Number of applications received can’t tally with the number of applications finalised because the number 
of applications finalised includes the applications brought forward from the previous year. 

 

The fourth quarter of 2008 registered the largest number of applications, at 213. This represented 

an average growth rate of 25.5 percent per annum between the fourth quarter of 2006 and the 

same quarter of 2008. The results show a decline in the total number of applications received 

from 149 applications in the second quarter of 2009 to 42 applications in the same quarter of 

2010, namely a 71.8 percent decline.   

 

Applications received may be refused, brought forward into the next period, or further information 

may be requested. Figure 5 shows the percentage of applications granted each month during the 

past four years for exemptions on BCEA and sectoral determinations. In the second quarter of 

2010, 76 percent of applications were granted.  
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Figure 5: Percent of applications granted per month (BCEA and SDs), 2006 to 2010 

 
Source: Department of Labour 
Note:  

1. Total is the cumulative total of applications received and brought forward from previous period less the 
number withdrawn.  

2. Number of applications received can’t tally with the number of applications finalised because the number 
of applications finalised includes the applications brought forward from the previous year. 

 

The percentage of applications granted declined from nearly 86 percent in the fourth quarter of 

2006 to 75.6 percent in the fourth quarter of 2007, and then further to 56.7 percent in the same 

quarter of 2009, before increasing to 76 percent in the second quarter of 2010. Ultimately though, 

it is evident that for the period under review, on average 63.1 percent of all applications for 

exemptions were granted by the Minister. This would suggest a fairly flexible approach to 

variation requests from employers.  

 

Table 21 below shows the number of applications granted for exemptions on BCEA conditions, 

along with the number of employees affected in 2009.The majority of the applications granted 

were for exemptions for overtime (nearly 50 percent), and weekly and daily rest periods (21 

percent).  
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Table 21: BCEA Applications granted in 2009 (annual total) 

 Applications granted Employees affected 

Sections Number Share Number Share 

Overtime 340 48% 97,440 9% 

Averaging of Hours 42 6% 194,289 17% 

Meal Intervals 36 5% 175,331 15% 

Weekly and daily rest periods 149 21% 217,905 19% 

Pay for work on Sundays 30 4% 79,110 7% 

Night Work 3 0% 115,030 10% 

Public Holidays 10 1% 5,835 1% 

Annual Leave 38 5% 119,625 11% 

Pay for Annual 7 1% 2,787 0% 

Sick Leave 36 5% 119,932 11% 

Family Responsibility Leave 10 1% 7,087 1% 

Payment of remuneration 1 0% 135 0% 

Calculation of remuneration 8 1% 1,150 0% 

Notice of termination of employment 4 1% 167 ... 

Payment Instead of Notice  ... ... ... ... 

Certificate of service ... ... ... ... 

Total BCEA granted 714 100% 1,135,823 100.0% 

Source: Department of Labour 
Notes: The total number of applications granted may not tally by section or clause may not tally with the total 
number of applications granted since an employer may have applied for an exemption on more than one clause.  

 

In total, 1,135,823 employees were affected, the majority by conditions on weekly and daily rest 

periods (19 percent), averaging of hours (17 percent), and meal intervals (15 percent). Hence 

ministerial determinations affected approximately 10.3 percent of all employees in the economy 

and 27.3 percent of all covered workers in 200934.  

 

Turning to ministerial determinations issued for exemptions on the clauses of a sectoral 

determination, Table 22 below shows the number of applications granted during 2009 by sectoral 

determination. In total, 79 applications were granted on sectoral determinations in 2009, affecting 

16,624 employees.  

 

 

 

 

 

 

 

 

                                                           
34 According to the Quarterly Labour Force Survey of the fourth quarter of 2009 (Statistics South Africa) 
showed that there were nearly 11 million employees in 2009 in South Africa, and 4.1 million workers 
covered by sectoral determinations.  
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Table 22: Applications granted in 2009, Sectoral Determinations  

Sectoral Determinations  
Number of 
applications granted Share 

Number of affected 
employees Share 

Contract Cleaning Sector 2 3% 30 0.2% 

Civil Engineering Sector 16 20% 3,209 19.3% 

Private Security Sector 6 8% 150 0.9% 

Domestic Worker Sector 1 1% 1 0.0% 

Wholesale and Retail Sector 17 22% 1,676 10.1% 

Children in the Performance of Art 1 1% 4 0.0% 

Taxi Sector 1 1% 8 0.0% 

Forestry Sector 1 1% 5 0.0% 

Farm Worker Sector 26 33% 9,645 58.0% 

Hospitality Sector 8 10% 1,896 11.4% 

Total  79 100% 16,624 100.0% 

Source: Data provided by the Department of Labour (DoL).  

Note: The total number of applications granted may not tally by section or clause may not tally with the total number 
of applications granted since an employer may have applied for an exemption on more than one clause.  
 

The majority of the applications granted in 2009 were within Farming (around one-third), as well 

as Civil engineering (20 percent) and Wholesale and Retail (22 percent). The majority of 

employees affected by ministerial determinations were also within the Farming sector (around 58 

percent), affecting close to 10,000 employees.  

 

The figure below shows the monthly number of application granted by BCEA conditions for the 

2006 to 2010 period. From the figure it is clear that the majority of applications granted were for 

overtime conditions in all months. There was an increase in the number of overtime applications 

granted over the period, at an average annual increase of 20.7 percent per annum between the 

third quarter of 2006 and the same quarter of 2009.  The number of overtime applications seems 

to have declined between 2009 and 2010. Between the second quarter of 2009 and the same 

quarter of 2010, the number of overtime applications granted per quarter fell from 56 to 9, that is, 

by nearly 84 percent. A similar trend is seen for applications granted for the other BCEA 

conditions, that is, a positive growth rate between 2006 and 2009, accompanied by a decline in 

2010.  
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Figure 6: Number of BCEA applications granted monthly by section/clause, 2006 to 2010 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Data provided by the Department of Labour, South Africa (DoL).  

 

Figure 7 below presents the number of applications granted each month for exemptions on 

clauses pertaining to a sectoral determination. The majority of applications were for clauses 

pertaining to minimum wages, followed by clauses on deductions and overtime.  
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Figure 7: Number of applications granted for sectoral determinations per month, 2007 to 2010 

 
Source: Data provided by the Department of Labour, South Africa (DoL).  

 

The figure above suggests that in 2007, the majority of applications granted were within the 

Hospitality sector. During 2008/2009, the majority of applications granted were for variations on 

clauses within the Farm worker sectoral determination. However, the total number of applications 

granted for exemptions on this sectoral determination fell from 21 during the fourth quarter of 

2008, to 6 in the fourth quarter of 2009. From the third quarter of 2009 onwards, the number of 

applications granted for exemptions on clauses pertaining to sectoral determinations has stayed 

low, that is, below 5 applications granted per month. Data on the proportion of applications 

granted for wage versus non-wage clauses was not available.  

VI. Learnerships and Children in the Performance of Advertising, Artistic and 

Cultural Activities 

 

This section focuses on the sectoral determinations for Learnerships and Children in the 

Performance of Advertising, Artistic and Cultural Activities (CIPA), notably Sectoral 

Determinations 5 and 10 respectively.  Since the LFS does not include individuals under the age 

of 15 years and hence excludes children, nor contains sufficient sectoral and occupational 

information to identify learners, these two determinations were analysed separately from the LFS-

based analysis of the nine remaining sectoral determination provided above. Whilst the 

discussion below attempts to use available information on these two sectors in order to provide a 

basic understanding of the two sectoral determinations, sufficient information does not exist for 

the impact of these two sectoral determinations on employment conditions to be ascertained. 
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Contract Cleaning Sector Civil Engineering Sector

Private Security Sector Domestic Worker Sector

Wholesale and Retail Sector Children in thePerforming Arts

Taxi Sector Forestry Sector

Farm Worker Sector Hospitality Sector

Total 
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This perhaps highlights the need for surveys to be conducted in these two areas, namely learners 

and employers of children engaged in advertising and artistic activities, given that these are two 

areas of the economy for which the least information is known on employment and working 

conditions.  Such an analysis was beyond the scope of this study.  

Sectoral Determination 5: Learnerships 

Sectoral determination 5 establishes conditions of employment and allowances for learnerships 

in South Africa. The conditions of this determination are binding on learners and their employers 

in all sectors where Sector Education and Training Authorities
35

 (SETAS) have been set up.   

The sectoral determination requires that a contract of employment be signed by the learner and 

the employer at the start of the learnership, and that a certificate be provided to the learner upon 

termination of the program. The sectoral determination also stipulates that all learners be paid an 

allowance by their employers, which is calculated as a percentage of the qualified wage, based 

on the qualification level of the learner. The minimum weekly allowances for learners according to 

their National Qualification Framework (NQF) qualification levels are shown in the table below. 

The NQF level refers to the level of the qualification that the learners will attain at the end of the 

learnership. For example, NQF level 4 refers to a Grade 12 qualification, whilst NQF level 6 

refers to a Degree qualification. The number of credits refers to the duration of the program.  

 

Table 23: Recommended allowance for learners by NQF qualification level 

Exit level of 
learnership 

Credits already 
earned by learner 

Percentage of 
qualified wage to 
be paid as 
allowance 

Minimum  
allowance per week 

NQF 1 or 2 0 – 120 35% R120.00 
 121 – 240 69% R240.00 
NQF 3 0 – 120 17% R120.00 
 121 – 240 40% R226.00 
 241 – 360 53% R370.00 
NQF 4 0 – 120 13% R120.00 
 121 – 240 25% R240.00 
 241 – 360 53% R370.00 
 361 – 480 56% R540.00 
NQF 5 to 8 0 - 120 8% R120.00 
 120 – 240 18% R260.00 
 240 – 360 27% R389.00 
 361 – 480 38% R548.00 
 481 – 600 49% R700.00 

Source: Sectoral Determination on Learnerships, DoL.  

In 2006, the HSRC was commissioned by the DoL to conduct a study on the effectiveness of 

learnerships. The study included 48,452 learnership participants.  

 

                                                           
35 A Sector Education and Training Authority (SETA) organizes and facilitates the funding of learnerships 
in a specific sector, and ensures the quality of the learnership. 



79 

 

Of the 23 SETAS included in the study, MAPP
36

 had the lowest enrolment (82 learners) whilst 

CETA had the highest (6,145). CETA, SASETA, and MerSETA together accounted for more than 

one-third of total learnership enrolments, with enrolments of 6.145, 6,117, and 5,234 learners, 

respectively.  

 

The study found that almost two-thirds (64 percent) of the total learnership enrolments were at 

the low-skills level (NQF levels 1 to 3), 22 percent were at the intermediate skills level (NQF level 

4), whilst only 14 percent were at the high-skills level (NQF levels 5 to 7). 

 

Of the learners who were employed at the time of the learnership who reported their monthly 

earnings, earnings ranged from less than R999 per month to about R10,000 per month.15 

percent of learners who were employed earned less than R1,000 per month. The monthly 

salaries of the unemployed learners varied from less than R1,001 to more than R10,000 per 

month. Almost half of the sample (49 percent) earned between R3, 001 and R5, 000 per month.  

 

According to the results, 65 percent of learners completed their learnership, whilst 15 percent 

(6801 learners) terminated their study before completion of the learnership program.  

Of the non-completers, 22 percent terminated the learnership because they found employment. 

Another key reason for non-completion was difficulties with accommodation, travel and finances 

(7 percent of the sample).  Of the 7 percent who terminated their learnership program due to 

financial reasons, a key reason for non-completion of the program was the non-compliance of 

employers with the learnership allowance clause of the sectoral determination. Hence, a number 

of learners indicated that they left because their stipend was either not paid to them or not paid 

timeously enough to support their learning or to meet travel expenses to attend lectures. 

 

Whilst the information given by the SETAS provided the numbers of learners who enrolled and 

completed their program, thus enabling the calculation of completion rates of learnerships, 

information regarding learnership allowances paid, hours worked by learners, and other 

conditions of employment were not available. This suggests that a need exists for a 

comprehensive survey of learners to be undertaken, collecting information on SETAS on the 

employment conditions of learners relating to the clauses of Sectoral Determination 5.  

 

 

 

                                                           
36 MAPP is the Media, Advertising, Publishing, Printing and Packaging Sector education and Training 
Authority, MerSETA is the Manufacturing, Engineering and Related Services Sector Education and Training 
Authority, SASETA is the Safety and Security Sector Education and Training Authority, and CETA is the 
Construction Education and Training Authority.  
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Sectoral Determination 10: Children in the Performance of Advertising, Artistic and Cultural 

Activities (CIPA) 

In South Africa, child labour is illegal. However, the employment of children under the age of 15 is 

permitted if within the performing arts sector and if certain conditions are met. Below we attempt 

to provide a background to the issue of child labour in South Africa, and then turn to a discussion 

of the sectoral determination on Children in the Performance of Advertising, Artistic and Cultural 

Activities (CIPA). 

 

As a point of departure, we attempt to obtain a clearer picture of the employment characteristics 

of child workers in South Africa.  According to the 2007 Community Survey, there were 

approximately 16 million children (under the age of 15 years) living in South Africa in 2007. 

However, this dataset does not provide employment data for children. Data on child labour in 

South Africa is scarce, mainly because the Labour Force Surveys only include individuals older 

than 15 years, whilst other surveys only provide employment data for individuals above the age 

of 15. The Survey of the Activities of Young People conducted in 1999 is the only national 

household-based survey to date that captured the employment activities of individuals aged 

between 5 and 17 years of age37. It was estimated that there were 14.4 million children aged 

between 5 and 17 years were living in South African that is, 33.5 percent of the population. 22.9 

percent of children (3.3 million) were engaged in child labour (Du Plessis and Conley, 2007; 

SAYP, 1999). 

 

Of the 2.7 million children below the age of 15 who were engaged in economic activities, 

approximately 39,436 or 1.4 percent were engaged in economic activities within the Services 

sector, which includes advertising, performance, artistic and cultural activities38. According to the 

survey, approximately 90 percent of the children employed in the Services sector were engaged 

in informal employment activities 

 

Whilst the SAYP survey provided useful information regarding the economic activities of children, 

the results of the survey are outdated, and there need exists for another survey to be conducted 

that examines the economic activities of children in South Africa.  

 

 

 

 

                                                           
37 Although the survey provides information regarding children below 5 years, employment information 
for these children is not provided. However, the sectoral determination on CIPA includes children below 
the age of 5 years.  
38 Due to the small sample sizes when the detailed occupational and sectoral codes for employed 
children were used, a further breakdown within the services sector was not possible using the SAYP 1999 
dataset.  
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Sectoral Determination 10: Children in the Performance of Advertising, Artistic and Cultural Activities 

(CIPA) 

Sectoral determination 10 was issued in 2004, and sets conditions of employment for children 

under 15 years of age in advertising, artistic and cultural activities.  

 

 Under sectoral determination 10, employers who wish to hire children under the age of 15 in the 

performing arts sector are required to apply for a permit from the Minister of Labour. Before the 

child starts work, the permit must be obtained, and a written contract of employment must be 

signed between the employer and either the child‟s parent/guardian or the child‟s agent. 

Furthermore, it is illegal for the employer to require the child to work more than a maximum 

number of daily hours, that is, ten hours per day if the child is older than ten years of age, eight 

hours if the child is between 5 and ten years of age, and six hours if the child is below 5 years old 

(Sectoral Determination 10, DoL).  

 

The table below shows the number of applications received for permits to employ children 

involved in the Performance of Advertising, Artistic and Cultural Activities (CIPA) in 2006. During 

the year 1,148 applications for CIPA permits were received, of which nearly all were accepted.  

 

Table 24: Number of CIPA applications and permits granted by the Minister of Labour, 2005-2006  

Applications Received  1,148 
Applications Refused 11 
Applications Granted 1,137 
Applications/Permits Expired 0 
Applications Awaiting Final Adjudication 0 

Source: Annual Report of the ECC, 2005/2006 
 

In 2009, of the 79 applications granted for exemptions on sectoral determinations, only 1 percent 

were for variations on clauses pertaining to Sectoral Determination 10. The majority of 

applications related to clauses 8 and 10 of the determinations, that is, hours worked, and night 

work. The hours worked clause sets the maximum number of hours that a child can work, whilst 

the night work clause sets basic working conditions for children who are required to work during 

the night (Information on ministerial determinations was supplied by DoL, see section V above).  

 

Sectoral determination 10 and the tourism sector  

Sectoral determination 10 has relevance not only within theatre and advertising, but within the 

tourism sector as well, where the number of children finding employment as cultural performers is 

growing, due to the increasing demand for “cultural tourism” (FTTSA,2009). For example, cultural 

performances are becoming an important part of promoting tourism in the townships, and safari 

lodges in rural areas. Sectoral determination 10 applies irrespective of whether the performers 

are hired directly or indirectly by the tourism establishment. Unfortunately, tourism establishments 

sometimes are not aware of this determination, or are not in compliance with it, operating under 

the assumption that if they outsource this service, sectoral determination 10 does not apply to 
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them. Furthermore, most tourism establishments may not directly hire child performers and 

instead let self-organized children perform and work for tips. However, both tourism and 

hospitality establishments must ensure compliance with sectoral determination 10 in order to 

protect the rights of children engaged in performing and artistic activities (FTTSA, 2009).  

VII. Conclusion 

The analysis above showed that at the aggregate level, minimum wages seem to have had an 

impact on labour market outcomes such as employment and wage levels. Overall, there is some 

evidence suggesting that minimum wages have been successful in raising wages and decreasing 

poverty levels. Wage levels in sectors deemed vulnerable, such as the Farm and Domestic 

worker sectors, have risen whilst poverty levels have declined. However, the effects of the 

sectoral determinations have not been felt in some sectors. Indeed, in certain sectors, notably the 

Security sector, poverty seems to have exacerbated. 

One of the reasons for the limited impact of sectoral determinations to produce favourable labour 

market outcomes in certain sectors may be non-compliance with minimum wage legislation in 

those sectors.  Overall, non-compliance levels of employers with minimum wage legislation in 

South Africa is high, at nearly 50 percent of employers paying their worker sub-minimum wages 

in 2007. The study showed that not only does the number of violations matter, but the depth 

below the minima is important too. Whilst the level and depth of violation seem to have declined 

significantly during the 2001 to 2007 period, there are still certain sectors which suffer from 

worryingly high levels of non-compliance, the proportion of violated individuals in a sector in 

some cases reaching above 70 percent.  

Collectively, the results suggested that there are a range of variables contributing to non-

compliance in South Africa, including individual characteristics such as education and age, as 

well as sectoral, contractual, and spatial characteristics. However, it seems that there are two 

main classes of variables driving the likelihood and the depth of violation. On the one hand, firm-

level and contractual factors seem to play an important role, notably the nature of the contract, 

union membership, the length of tenure, and the formality of the firm. On the other hand, spatial 

variables also play a significant role. Two key results here are the significance of the labour 

inspectorate deployed in predicting violation, as well as the importance of the local 

unemployment rate. Non-compliance tends to be higher in areas with a higher unemployment 

rate, and is lower in areas with more labour inspectors. 

 

The results from this analysis carry important implications for policy-makers in South Africa. 

There are two decisions facing a planner setting minimum wage policy, specifically setting the 

minimum wage, and choosing the intensity of enforcement. One of the key results obtained is 

that the strength of enforcement, as measured by the number of labour inspectors, significantly 

reduces the level and depth of non-compliance.  While individual characteristics, such as race, 

gender, and age, are beyond policy control, the government can control the strength of 
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enforcement. One policy lever would be to allocate a larger number of labour inspectors to 

sectors and areas where compliance rates are the lowest. Another important implication for policy 

is the legislated wage floor. The evidence presented in this paper shows that minimum wages in 

South Africa are set very high relative to the median wage in several sectors, as well as well 

above the median wage for unskilled labour. Preliminary evidence presented here suggests a 

positive relationship between the ratio of the minimum wage to the median and violation. A 

noteworthy example is the Security sector, which has the highest level of non-compliance, but 

also a minimum wage set very high relative to the median. High minimum wages paired with lax 

enforcement in South Africa may be engendering high levels of non-compliance, leaving ample 

room for policy to intervene.  

The analysis also showed, however, that whilst an increase in enforcement of the minimum wage 

resulted in a decline in poverty, full compliance may not be enough to completely eradicate 

poverty. Even if the minimum wage were to be perfectly enforced, poverty levels would not 

decline to zero. This implied that whilst an increase in enforcement of the ECC sectoral minima 

would lower poverty, the minimum wage should not be the only policy lever for poverty 

alleviation. 
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Appendix 
Appendix 1: Sectoral determinations and adjusted minima 

 

Sectoral 
determination 

Year 
published 

 Area Type Adjusted 
minima 2001 

Adjusted 
minima 2007 

Farm Workers 2002 A  762.12 1,041.00 

B  724.05 989.00 

Domestic Workers 2002 A  >27 hrs 781.03 1,066.83 

<27hrs 633.66 865.54 

B >27 hrs 553.53 756.09 

<27hrs 449.06 613.39 

Private Security 2001 A  1,772.40 2,420.98 

B  1,623.60 2,217.73 

C  1,469.40 2,007.10 

D  1,368.60 1,869.41 

E  1,227.60 1,676.82 

Taxi 2005 Drivers  1,093.30 1,493.37 

Taxi fare collector/other 765.32 1,045.37 

Retail 2002 Managers A  2,861.33 3,908.38 

B  2,287.83 3,125.02 

C  2,173.44 2,968.77 

Clerks A  1,805.05 2,465.58 

B  1,457.26 1,990.52 

C  1,384.40 1,890.99 

Sales A  1,805.05 2,465.58 

B  1,457.26 1,990.52 

C  1,384.40 1,890.99 

Shop 
Assistant 

A  1,428.36 1,951.04 

B  1,151.60 1,573.01 

C  1,094.02 1,494.36 

Driver A  1,376.08 1,879.63 

B  1,091.64 1,491.11 

C  1,037.06 1,416.55 

Forklift 
operator 

A  1,296.13 1,770.43 

B  1,027.06 1,402.90 

C  975.71 1,332.76 

Security A  1,217.72 1,663.32 

B  1,159.29 1,583.51 

C  1,101.33 1,504.34 

Contract Cleaner 1999 A  1,321.95 1,805.70 

B  1,321.95 1,805.70 

C  1,056.42 1,443.00 

Forestry 2006   665.28 908.73 

Hospitality 2007 Small firms (<10 employees) 984.91 1,345.32 

Large firms (>10 employees) 1,098.04 1,499.85 

Civil Engineering 2001 A  1,583.21 2,162.55 

B  1,466.14 2,002.65 
Source: LFS 2001 and 2007, StatsSA; Own calculations.  
Notes: 1. Security workers min wage calculated as average of grade officers since not enough info in LFS to classify security workers 
by grade type. Assumed first year of employment. 
2. 45 hours per week used as the default. 
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Appendix 2 

 Farm Domestic Retail Security Contract Cleaners Civil engineers 
DC1 A A A E C A 

DC2 A A A E C A 

DC3 A A A E C A 

DC4 A A A D C A 

DC5 B B B E C A 

DC6 A A B E C B 

DC7 B B B E C B 

DC8 A A A E C B 

DC9 B B B B C B 

DC10 B B B E C A 

DC12 B B A E C A 

DC13 B B B E C A 

DC14 B B C E C A 

DC15 B B C E C A 

DC16 B B B E C B 

DC17 A A A B C A 

DC18 B B B C C B 

DC19 B B B E C B 

DC20 B B B E C B 

DC21 B B C D B B 

DC22 B B A E B B 

DC23 B B B E B B 

DC24 B B C E B B 

DC25 B B B D B B 

DC26 B B C E B B 

DC27 B B C E B B 

DC28 B B C D B B 

DC29 B B C D B B 

DC30 B B C E C B 

DC31 A A C E C A 

DC32 B B C E C B 

DC33 B B C E C B 

DC34 B B C E C B 

DC35 B B B E C B 

DC36 B B B E C B 

DC37 B B C E C B 

DC38 B B B E C B 

DC39 B B C E C B 

DC40 B B C B A A 

DC42 A A A A A A 

DC43 B B B E B B 

DC44 B B C E C A 

CBDC1 B B B E C B 

CBDC2 A A A E C A 

CBDC3 B B C E C B 

CBDC4 B B C E C B 

CBDC8 A A B A A A 

Cape Town A A A A A A 

Port Elizabeth A A A A A A 

Durban A A A A B A 

East Rand A A A A A A 

Johannesburg A A A A A A 
Pretoria A A A A A A 
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Appendix 3: FGT poverty measures by sectoral determination 

 2001 2007 

Sectoral determination p0 p1 p2 p0 p1 p2 

Rand 322 (2000 prices)/month poverty line       

Retail (at least one retail worker) 30.6% 15.0% 9.8% 22.9% 9.2% 5.2% 

Domestic 70.8% 45.9% 34.2% 53.8% 30.0% 20.2% 

Farm 77.1% 46.7% 33.4% 59.6% 30.4% 19.3% 

Forestry 54.0% 31.4% 20.8% 34.9% 19.3% 12.5% 

Taxi 40.1% 18.0% 10.3% 38.4% 18.2% 10.9% 

Security 36.0% 17.6% 11.3% 32.6% 15.0% 9.0% 

Hospitality 41.8% 21.1% 13.4% 32.8% 15.4% 9.0% 

Contract cleaning 45.2% 20.4% 12.1% 39.9% 18.5% 11.1% 

Civil engineering 1.6% 1.1% 0.8% 8.6% 6.6% 5.1% 

Total (at least one covered in household) 54.4% 31.9% 22.7% 42.7% 22.1% 14.2% 

South Africa 63.2% 50.6% 45.6% 56.9% 45.3% 40.9% 
Rand 174 (2000 prices) per month poverty line        

Retail (at least one retail worker) 17.2% 7.9% 4.7% 9.2% 3.7% 2.1% 

Domestic 54.3% 30.8% 20.7% 35.1% 16.6% 10.2% 

Farm 55.9% 29.0% 18.7% 34.9% 14.6% 8.4% 

Forestry 41.3% 17.0% 8.8% 25.0% 10.0% 5.2% 

Taxi 16.4% 7.0% 3.6% 21.0% 7.9% 4.3% 

Security 18.7% 8.9% 5.3% 16.2% 6.3% 3.6% 

Hospitality 25.7% 10.6% 5.7% 16.5% 5.8% 3.4% 

Contract cleaning 21.2% 8.6% 4.8% 20.6% 8.1% 0.0% 

Civil engineering 1.6% 0.7% 0.3% 8.6% 5.0% 4.5% 

Total (at least one covered in household) 37.3% 19.6% 12.8% 25.6% 11.1% 6.6% 

South Africa 53.5% 43.9% 40.2% 47.4% 39.2% 36.5% 

Source: LFS September 2001 and 2007 (StataSA). 

Notes: Bold indicates significant change at 10 percent between 2001 and 2007. The R 174 per month poverty line 

(2000 prices) was R183.92 in 2001 and the R 322 per month poverty line was R 340.35 in 2001. The R 174 per month 

poverty line was R 251.22 per month and the R 322 per month poverty line was R464.90 per month in 2007 prices 

respectively.  
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Appendix 4: Proportion of households by poverty status and sectoral determination of household 

 2001 2007 

 Ultra poor Poor Non 
poor 

Ultra 
poor  

Poor Non-
poor 

Retail (at least one retail worker) 12.7% 23.2% 64.1% 11.3% 25.7% 63.0% 

Domestic 44.6% 33.7% 21.7% 35.2% 31.0% 33.8% 

Farm 45.4% 40.1% 14.4% 34.9% 44.6% 20.4% 

Forestry 23.1% 41.0% 36.0% 31.1% 44.8% 24.1% 

Taxi 12.0% 37.9% 50.1% 23.5% 29.4% 47.0% 

Security 11.2% 24.7% 64.1% 15.7% 32.8% 51.5% 

Hospitality 17.9% 25.5% 56.6% 17.2% 29.8% 53.0% 

Contract cleaning 15.1% 29.6% 55.2% 22.9% 30.4% 46.8% 

Civil engineering 1.4% 3.6% 95.0% 3.0% 1.5% 95.5% 

Total (at least one covered in 
household) 

15.7% 25.0% 59.3% 14.5% 27.1% 58.3% 

Source: LFS September 2001 and 2007 (StataSA). 

Notes: Bold indicates significant change at 10 percent between 2001 and 2007. The R 174 per month poverty line 

(2000 prices) was R183.92 in 2001 and the R 322 per month poverty line was R 340.35 in 2001. The R 174 per month 

poverty line was R 251.22 per month and the R 322 per month poverty line was R464.90 per month in 2007 prices 

respectively.  
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Appendix 5: Estimates of the Index of Violation, LFS September 2001-2007  

 2001 2007 Change 01-07 

Sectoral Determination  V0 V1 V2  V0 V1 V2  V0 V1 V2 

Retail Sector          

Managers Area A 0.20 0.07 0.05 0.16 0.04 0.02 -0.04 -0.03 -0.03 

Managers Area B 0.23 0.10 0.06 0.08 0.03 0.02 -0.15 -0.07 -0.04 

Managers Area C 0.32 0.12 0.07 0.36 0.14 0.06 0.04 0.02 -0.01 

Clerks Area A 0.35 0.14 0.07 0.42 0.15 0.08 0.07 0.01 0.01 

Clerks Area B 0.36 0.14 0.08 0.56 0.22 0.12 0.20 0.08 0.04 

Clerks Area C 0.51 0.27 0.18 0.56 0.25 0.14 0.05 -0.02 -0.04 

Sales Assistant Area A 0.30 0.12 0.06 0.26 0.11 0.06 -0.04 -0.01 0.00 

Sales Assistant Area B 1.00 0.62 0.47 0.51 0.31 0.21 -0.49* -0.31 -0.26 

Sales Assistant Area C 0.40 0.24 0.15 0.32 0.26 0.21 -0.08 0.02 0.06 

Shop Assistant Area A 0.40 0.16 0.09 0.41 0.10 0.04 0.01 -0.06 -0.05 

Shop Assistant Area B 0.45 0.21 0.13 0.53 0.22 0.12 0.08 0.01 -0.01 

Shop Assistant Area C 0.67 0.39 0.26 0.54 0.23 0.13 -0.13 -0.16* -0.13 

Drivers Area A 0.24 0.10 0.05 0.17 0.04 0.02 -0.07 -0.06 -0.03 

Drivers Area B 0.51 0.19 0.10 0.49 0.15 0.07 -0.02 -0.04 -0.03 

Drivers Area C 0.78 0.26 0.13 0.23 0.11 0.06 -0.55 -0.15 -0.07 

Forklift operators Area A 0.39 0.12 0.04 0.65 0.15 0.04 0.26 0.03 0.00 

Total Retail Sector 0.40 0.18 0.11 0.39 0.14 0.07 -0.01 -0.04 -0.04* 

Domestic workers          

Area A 0.54 0.22 0.12 0.31 0.09 0.04 -0.23* -0.13* -0.08* 

Area B & C 0.72 0.38 0.23 0.51 0.19 0.10 -0.21* -0.19* -0.13* 

Total Domestic Workers 0.63 0.30 0.17 0.39 0.13 0.06 -0.24* -0.17* -0.11* 

Farm Workers          

Area A 0.60 0.20 0.10 0.41 0.10 0.04 -0.19* -0.10* -0.06* 

Area B & C 0.85 0.46 0.29 0.65 0.21 0.10 -0.20* -0.25* -0.19* 

Total Farm Workers 0.78 0.38 0.23 0.55 0.17 0.07 -0.23* -0.21* -0.16* 

Forestry Workers 0.55 0.25 0.15 0.53 0.16 0.07 -0.02 -0.09 -0.08 

Taxi workers          

Taxi operators Drivers 0.31 0.13 0.07 0.45 0.18 0.09 0.14 0.05 0.02 

Taxi operators Fare collector 0.16 0.03 0.01 0.64 0.24 0.14 0.48* 0.21 0.13 

Total Taxi operators 0.29 0.12 0.06 0.47 0.18 0.09 0.18* 0.06 0.03 

Security Workers          

Area 1 0.62 0.27 0.14 0.69 0.29 0.15 0.07 0.02 0.01 

Area 2 0.58 0.28 0.15 0.50 0.23 0.14 -0.08 -0.05 -0.01 

Area 3 0.69 0.27 0.14 0.10 0.08 0.07 -0.59* -0.19 -0.07 

Area 4 0.87 0.36 0.18 0.63 0.25 0.12 -0.24 -0.11 -0.06 

Area 5 0.51 0.21 0.12 0.67 0.28 0.14 0.16* 0.07 0.02 

 Total Security workers 0.58 0.25 0.13 0.67 0.28 0.14 0.09 0.03 0.01 

Hospitality Workers          

Hospitality small firms 0.51 0.25 0.15 0.37 0.16 0.09 -0.14 -0.09 -0.06 

Hospitality med-large firms 0.35 0.13 0.06 0.25 0.08 0.04 -0.10 -0.05 -0.02 

 Total Hospitality Workers 0.41 0.17 0.09 0.29 0.10 0.05 -0.12* -0.07* -0.04* 

Contract cleaners          

Area 1 0.38 0.13 0.06 0.50 0.17 0.09 0.12 0.04 0.03 

Area 2 0.65 0.27 0.14 0.52 0.19 0.10 -0.13 -0.08 -0.04 

Area 3 0.27 0.11 0.06 0.35 0.13 0.07 0.08 0.02 0.01 

 Total Contract cleaners 0.36 0.13 0.07 0.44 0.16 0.08 0.08 0.03 0.01 

Civil engineering  0.02 0.00 0.00 0.09 0.04 0.02 0.07 0.04 0.02 

Total 0.55 0.25 0.15 0.45 0.16 0.08 -0.10* -0.09* -0.07* 

Source: Authors’ calculations using LFS September 2007 (StatsSA) and ECC sectoral determinations.   
Notes: * indicates that change between 2001 and 2007 was statistically significant at 5 %.  
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Appendix 6: Rank of the Index of Violation, LFS September 2001- 2007 
Sectoral Determination 2001 2007 

 V0 V1 V2  V0 V1 V2 
R

e
ta

il 
Se

ct
o

r 
Managers Area A 16 16 14 15 15 14 

Managers Area B 15 15 13 16 16 15 

Managers Area C 12 12 11 10 10 9 

Clerks Area A 11 10 10 8 7 7 

Clerks Area B 10 9 9 3 5 6 

Clerks Area C 4 3 3 2 3 3 

Sales Assistant Area A 13 13 12 12 12 10 

Sales Assistant Area B 1 1 1 6 1 1 

Sales Assistant Area C 7 5 4 11 2 2 

Shop Assistant Area A 8 8 8 9 13 13 

Shop Assistant Area B 6 6 6 5 6 5 

Shop Assistant Area C 3 2 2 4 4 4 

Drivers Area A 14 14 15 14 14 16 

Drivers Area B 5 7 7 7 8 8 

Drivers Area C 2 4 5 13 11 11 

Forklift operators Area A 9 11 16 1 9 12 

Total Retail Sector 6 5 5 6 6 5 

Domestic workers             

Area A 2 2 2 2 2 2 

Area B & C 1 1 1 1 1 1 

Total Domestic Workers 2 2 2 7 7 7 

Farm Workers             

Area A 2 2 2 2 2 2 

Area B & C 1 1 1 1 1 1 

Total Farm Workers 1 1 1 2 3 4 

Forestry Workers 4 4 3 3 4 6 

Taxi workers             

Taxi operators Drivers 1 1 1 2 2 2 

Taxi operators Fare collector 2 2 2 1 1 1 

Total Taxi operators 8 8 8 4 2 2 

Se
cu

ri
ty

 

Area 1 3 4 3 1 1 1 

Area 2 4 2 2 4 4 3 

Area 3 2 3 4 5 5 5 

Area 4 1 1 1 3 3 4 

Area 5 5 5 5 2 2 2 

 Total Security workers 3 3 4 1 1 1 

Hospitality Workers             

Hospitality small firms 1 1 1 1 1 1 

Hospitality med-large firms 2 2 2 2 2 2 

 Total Hospitality  5 6 6 8 8 8 

Contract cleaners             

Area 1 2 2 2 2 2 2 

Area 2 1 1 1 1 1 1 

Area 3 3 3 3 3 3 3 

 Total Contract cleaners 7 7 7 5 5 3 

Civil engineering  9 9 9 9 9 9 
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Appendix 7: Estimates of Kaitz Index, 2001 and 2007. 

          Sectoral Determination 2001 2007 

K1  Rank K2 Rank K1 Rank K2 Rank 
R

e
ta

il 
Se

ct
o

r 
Managers Area A 1.93 1 0.62 13 1.53 1 0.55 16 

Managers Area B 1.56 2 0.66 12 1.38 3 0.69 12 

Managers Area C 1.54 3 0.41 16 1.52 2 0.95 10 

Clerks Area A 1.10 7 0.88 9 0.92 5 1.05 7 

Clerks Area B 0.96 8 0.77 11 0.83 7 1.15 4 

Clerks Area C 0.93 9 1.24 5 0.81 8 1.35 2 

Sales Assistant Area A 1.12 6 0.51 14 0.93 4 0.58 14 

Sales Assistant Area B 1.34 4 4.28 1 0.88 6 1.69 1 

Sales Assistant Area C 0.92 10 0.49 15 0.79 10 0.66 13 

Shop Assistant Area A 0.89 11 0.95 8 0.78 11 0.97 9 

Shop Assistant Area B 0.76 16 1.11 6 0.68 14 1.13 5 

Shop Assistant Area C 0.83 13 1.85 3 0.65 15 1.26 3 

Drivers Area A 0.86 12 0.80 10 0.79 9 0.57 15 

Drivers Area B 0.78 15 1.04 7 0.69 13 1.01 8 

Drivers Area C 0.79 14 1.40 4 0.59 16 0.73 11 

Forklift operators Area A 1.18 5 1.89 2 0.73 12 1.08 6 

Total Retail Sector 1.03 2 1.07 5 0.92 2 0.92 5 

Domestic workers Area A 0.42 1 1.36 2 0.46 1 0.87 2 

Area B & C 0.37 2 2.00 1 0.29 2 1.15 1 

Total Domestic Workers 0.40 9 1.60 2 0.33 9 0.96 4 

Farm workers Area A 0.51 2 1.08 2 0.44 1 1.01 2 

Area B & C 0.54 1 2.14 1 0.42 2 1.22 1 

Total Farm Workers 0.53 7 1.87 1 0.43 7 1.13 2 

Forestry Workers 0.44 8 1.18 4 0.38 8 1.06 3 

Taxi operators Drivers 0.75 1 0.79 1 0.72 1 0.91 2 

Taxi operators Fare collector 0.51 2 0.41 2 0.41 2 1.13 1 

Total Taxi operators 0.72 6 0.76 8 0.70 4 0.88 7 

Se
cu

ri
ty

 

Area 1 1.39 1 1.48 3 1.17 1 1.47 1 

Area 2 1.18 3 1.51 2 1.01 2 0.97 4 

Area 3 1.02 4 1.30 4 0.84 5 0.7 5 

Area 4 1.24 2 1.98 1 0.92 3 1.35 3 

Area 5 0.97 5 1.19 5 0.86 4 1.43 2 

 Total Security workers 1.18 1 1.26 3 1.06 1 1.4 1 

Hospitality small firms 0.74 1 1.36 1 0.56 2 0.93 1 

Hospitality med-large firms 0.71 2 0.87 2 0.59 1 0.73 2 

 Total Hospitality  0.72 5 0.96 6 0.58 6 0.73 8 

Contract cleaners Area 1 0.82 2 0.94 2 0.67 1 1.04 2 

Area 2  0.83 1 1.32 1 0.67 1 1.11 1 

Area 3  0.70 3 0.70 3 0.58 2 0.72 3 

 Total Contract cleaners 0.75 4 0.81 7 0.63 5 0.91 6 

Civil engineering  0.99 3 0.26 9 0.82 3 0.22 9 

Total   0.70 ... 1.48 ... 0.61 ... 1.17 ... 
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Appendix 8: Results from quantile regression V1 
   Quantile(θ)= 

Dependent variable : V1 OLS q(0.10) q(0.25) q(0.50) q(0.75) q(0.90) 
In

d
iv

id
u

al
  

Race White -0.0005 0.013 -0.015 -0.024 -0.036 0.136 
Coloured 0.0158 -

0.014*** 
-
0.018*** -0.026 -0.009 -0.001 

Asian 0.0786 0.124 0.102*** -0.050 -0.013 -0.161 
Gender Female -0.0078 0.006 -0.012 -0.010 0.010 -0.008 
Literacy Speaks English -0.1040** -0.005 -0.051 0.022 0.041 0.087 

Can read 0.0169 0.029 -0.092 -0.091 -0.199 -0.183 
Can write -0.0914 -0.044 0.071 0.065 0.164 0.136 

Education 
splines 

None-Grade 8 0.0048 -0.002 -0.002 -0.002 -0.003 -0.003 
Grade 9-11 

-0.0297* -0.004 -0.013** 
-
0.015*** -0.008 0.002 

Grade 12 0.0418 0.006 0.008 -0.013 -0.018 -0.021 
Diploma -0.0816** -0.002 -0.042 -0.051 -0.033 -0.051 
Degree 0.0405 -0.024 -0.011 0.045 0.051 0.169*** 

Age 25-34 years -0.0937* -0.044* -0.049* -0.058* -0.076* -0.069* 
35-44 yrs -0.0604** 

-0.036* -0.028 -0.025 -0.045** 
-
0.044*** 

45-54 years -0.0491 -0.025 -0.020 -0.018 -0.031 -0.040 
55-65 years -0.0247 -0.030 -0.017 -0.016 0.019 0.030 

Se
ct

o
ra

l 

Farm workers 0.077* 0.051** 0.067* 0.090* 0.098* 0.067** 
Retail Sector 0.193* 0.066** 0.175* 0.237* 0.283* 0.209* 
Forestry  0.057 0.012 0.056 0.101* 0.134* 0.097** 
Taxi Sector 0.163* 0.054 0.141* 0.170* 0.192* 0.162* 
Private Security  0.262* 0.125* 0.2308 0.291* 0.252* 0.168* 
Hospitality 
Sector 

0.166 
0.075* 0.1208 0.179* 0.167* 0.134* 

Contract 
Cleaning 

0.177* 
0.063* 0.132* 0.171* 0.191* 0.137* 

Civil Engineering 0.362* 0.410** 0.392** 0.352** 0.225** 0.010 

Fi
rm

/C
o

n
tr

ac
tu

al
 

Union Workers -0.034*** -0.007 -0.036* -0.044** -0.036** -0.023 
Written Contract  -0.045** -

0.017*** -0.033* -0.065* -0.054* -0.051** 
Permanent  -0.032*** -

0.015*** -0.021** 
-
0.028*** -0.036* -0.011 

Tenure (logged) -0.024* -
0.005*** 

-
0.009*** -0.021* -0.023* -0.017** 

Formal  -0.032*** -0.040* -0.044** -0.046** -0.037*** -0.014 
Semi Formal -0.075* -0.020 -0.046** -0.074* -0.098* -0.107* 
Small firms 0.003 -0.001 -0.014 -0.011 -0.015 0.013 
Medium Firms -0.018 0.004 -0.011 -0.015 -0.015 -0.009 
Medium-Large  -0.013 

-0.005 -0.007 
-
0.027*** -0.046* -0.058** 

Public sector 0.007 -0.029 -0.030 -0.016 0.025 0.090*** 

Sp
at

ia
l 

Geographi
c 

Area A -0.0252** 
0.006 -0.008 -0.021 -0.014 -0.018 

Density Log workers/ 
km

2
 0.0020 -0.0001 0.0027 0.0029 0.0076 0.0082 

Inspectors -
0.0118*** -0.007 -0.019* -0.017* -0.020** -0.004 

Unemployment  0.1689** 0.113* 0.198* 0.220* 0.3228* 0.223** 
Lambda 

0.00001 0.00003 0.00001 0.00010 
0.00012**
* 0.00024* 

Constant 0.497* 0.146* 0.293* 0.457* 0.572* 0.677* 
Number observed 2994 2994 2994 2994 2994 2994 
R-squared 0.1591 0.0418 0.0795 0.1026 0.1119 0.0863 
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Appendix 9: Estimates of the Impact of Firm/Contractual Characteristics on the Depth of Violation V1 by 
percentile, 2007. 

 

 

 

Appendix 10: Estimates of the Impact of Spatial/Density Characteristics on the Depth of Violation V1 by 
percentile, 2007. 
  

 

 

 

  

 

 

 

 

Source: Own calculations using LFS September 2007, StatsSA.  
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