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Mini.ml.rn wages have been implemented in South Africa for many years. 

Cllrre.."ltly aJnost. ·t3NQ millioo e:cq:>lcyees are subject to mini.nun wage 

legislation. The .nany studies -of these minirm.m wages have yielded 

mmerous o::nclusi.als ab:>ut the effectiveness of the .i.rxiustrial 

council an:l wage dete!:minat.ioo systems. 'The analyses have been 

hampered by the lack of kn::Mledge of actual narket rates. Figures 

p.lblished by the government are usually oatecprised too broadly for 

detailed study. C'aDp:lrisOls across in:lustries have had limited. use 

because of the difficulty in cbtai.ning a b:lsis for such <Xltlf8rlsais·: 

jobs in ooe :in:iu.;try cannot necessarily be ,cnupared with apparently 

simj Jar jcbs in ~another beoause of differences in jOb content~ 

This study re-..riews the literature ·oo eo::nanic -wage detennination and 

the wage regulatioo ,rracirinery. Jd:> evaluatioo. .is discussed as this 

foons the basis of o::lliparisoo between jobs across various industry 

sectors. The Paterson job evaluation system has been used. The 

Research Unit have provided the m:in:llm.mt wage data for South Africa's 

indust..-ial cooncil agreenents and wage boa.rd detenninations. A 

national salary survey has teen the so'.lrce of actual rrar'Y~t rates. 

0::xnp3risons have been made on me basis of job evaluation grade, 
I 

ranging fl:an unskilled levels to skilled (a:rt.i.san) level, for the 

period 1978 to 1983. The conpa.rative analysis o::Tvers several 
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industry sectors arrl assesses h:M-' the different levels of actual and 

m.i.nimun wages have varied over this period . 

'!be findings indicate that there has been greater upward pressure oo 

both actual and m:iniim.Jn wages at the ~ levels, resulting in 

larger increases in real tenns than is the case at the ug;>er semi-

skilled and skilled categories. Eccnanic perfmmance and employ-

ment have had a limited affect 01 wage rates because these have 

a:ntinued to rise, in spite ofadverse eex>n::mi.c ooa:litia'lS aoo large 

scale unernploynent. 

wages decreases with a progressi.ai, fran unskilled to skilled 

"WOrkers. '!be study also shows that the gradj.ients (er 

differentials) between job grades decrease fran 1978 to 1983 in both 
.. 

the ne.rket and the miniJm.ln rates1 al:t:l:XJugh the wage l::oard .figures 

are considerably lower than the salary survey and .industrial council 

rates. 

Actual a.rd mininun wages sbcM .nany similar Characteristics, tut the 

study does not aooept that mini.nun wages are influential. in 

detennining actual rates. There are nany other factors, such as 

ecaxmi.c <X:tlditicns, trade unions (w'hose influence spread during the 

period Wlder CDCS.ideration), arrd socio-p:>litical pressures, 'Which 

also .arpear to have affecte:l wages. 
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PREFACE 

M.lch analysis has been done of the mini.nu.Jn wages laid c'b.tltn by Sooth 

Africa's in:iustrial oouncil agreements and wage 1:xJa.rd detennin-

ations, yet researchers have had little access to the actual wages 

paid to irxlividua.ls. The na.i.n source of actual wages has al'Aays 

been the figures producei in ~t publicat:i.oos such as the 

OJarterly Bulletin of Statistics, Reserve Bank Quarterly Bulletin, 

and so ai, but these sources have severe limitations largely because 

of t.heir a<Jgregatioo of a wide diversity of figures. 

'!be author was intimately involved with a camercial salary survey 
• 

for several years, and acoess to sudl infonoatioo provided a unique 

source of actual wage data. 'lbe cxxifidentiality of such data 

prevented OOtll the publicatioo. of individual organisatic:cs • l'#age 

rates. A limited nuniJer of industries has been dloeen with data 

for the period 1978 to 1983 in order t.o cx::rt1fBre the actual wage 

rates (as reflected in the salary survey) and the imustrial camcil 

and wage board mini.ma, and to assess the influence of mininn.m wages 

ai actual rates. 

The bases of this study have been the salary surveys p.lblished by 

the P-E Coosulting Gra.tp and the mini.mun wage analyses prcxiuced by 

the So.lt:hern Africa I aro.ir Developtent and Research Unit (Ba.ldru) • 

'!he author is i..'1debted t.o these two sources, without which the study 

W01ld B:Jt have been possible. 
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'IEE NA.'1URE OF 'IEE SI'UDY 

'lbe thEory of Wige deteminat.i.al is a vast topic. 'lbere are 

innunerable fol:oes 'IAhi.Ch affect the level of payment nade to 

iOOi vi.duals. wages sh:>uld be both cx.:msistent within an 

organi.satioo and at the same t.i.ne ext.ernally CXUp:!titi ve. 

Intema.l ooosistency nust take into account all ~ elements 

of pey as -well as the JJDtivatialal arxi r£Ma.rd aspects. Extema.l ,. 

Cilllfelitioo is a function of eoaua:nic forces and pressures affecti.rq 

the quest.ioo of equity within society at large. 

'lhis study addresses a snail part of the total systan of wage 

detennination: an analysis of market am. miniJtun wages in the South 

African caitext far certain sel.ect.e:i irdustry sectors. It is 

essentially a cx:mpari..sal. of nark.et wages, as presented in a naticlla.l 

salary survey, with the mini.nun wages laid ckMrl by industrial 

oouncil agreenents and wage board deteoninatioos. These 

neasurements of wage rates are the result of the nany elements 'Whose 

interaction ultinately determines the wages paid in Sc:uth Africa. 

In discussing the differences in ne.rket. and minimun rates, 

explanations are sought in the fields of labour ecooanics, trade 

unions, the p:>litical situation, government legislation and job 
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eval.uatioo. There is little evidence of a fonnal link bet-ween 

these issues, in 'Which case there W'CUld be an element of structural 

consistency in wage levels. This leads Dunlop ( 1966: 6) to suggest 

t.hat "it is rx:rt: satisfactory to treat wage detennination in tenns of 

a single rate . • . wage theory must operate within the aoncept of a 

wage st.ru::ture 11 
• 

'lhe Survey of .Race Relations .in SOOth Africa (1983: 124, 186) 

indicates that in 1982 over 570 000 employees were subject to wage 

bJard detel:minations, and that CNer 1, 2 mil 1 icn employees \<lleI"e 

.cxjYered .. by irdustria1 co.mcils. The 1983 South African Salary 

Survey claims that its participants employ CNer ooe millioo people. 

There nave been various analyses (suCh as the analysis of m:inimtm 

wages by the SOUth African Lal:our alXi IR!velcpceut .Researdl Unit, 

Saldru) of mini.nun wages in order to detect trends in these min.i.mun 

wages. Actual narket rates are .generally not available (apart fran 

glci>al, cpverment plblisbed figures) , so ocmparati ve relat.i.Cl'lShips 

have D:.)t been identified. This study attenpts to provide these 

na.rket rates and to o::JllfSr'e the trends in market wages with th::lse 

evident in mini.m.1.Jn wages • 

In SOUth Afriean wage negotiations 1 rranagerrent na.y have access to 

' salary surveys, but these are specifically denied to unions. This 

relative advantage en the part of manageme.."'lt may give them useful 
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infoma.tion for neg::>tiation p.irp'.)Ses in that rrana.gem:mt _p;:)tentially 

has greater kr"lc:Mledge of wage rates than Cb t..'1e unions. The extent 

to vih.ich salary surveys are used by management in this situation is 

not known. It is therefore pertinent t.o ask t.o what extent wage 

neg::>tiations are influenced by ea:>nemic forces of suwly aOO. demand, 

and then further affected by l<:n:Ywledge of market a:nditicns ai the 

part of nanagem:mt. 

Joo evalua.tioo systems fonn the basis of wage structuring, but it 

woll.d arpear f:ran nunerous ino:xlsistencies in the relationships 

bet'lrt'een min.imL:rn wage rates, that nany negot.iaticns are CXXl9lu:Jed 

without specific reference to the mechanisms involved in salary 

structuring. 

3. o~ OF nns RESFARal 

The ct>jectives of this researdl are: 

to study the labour ea::n::rnic theory relevant to -wage 

determina.tioo in order t.o provide the tackgrourxi necessary for 

interpreting the results of the CXll1f8l"ative a.."'lalysis of nm:ket 

and m:i.nircun wage rat.es 

- to outline the backgro.mc:i to the in:iustrial councils and wage 

beards 
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- to discuss the job eval l.l3.tion systems currently used in South 

Africa fur the wage earner level, since job evall.l3.tion provides 

the nechanism for this cx::mp3I'ison of rrerket anJ rninimun wages 

- to present the results of the analysis of narket rates, derived 

fI:an the salary surveys, and the minirnun rates taken fran 

Saldru 1 s analyses of· industrial oouncil ~'lts aIXi wage 

board deteoninatioos 

- to discuss these .results in order to identify trends and seek 

similarities arr:l differences in the variatial of the·ItBI'ket an:3. 

minilm.ln .rates by job evaluatial grade am over tine • 

• 4. THE .RESEAlQI APPK:W:B AND ~ 

'n1is study follows the traditiooal research awroach.1 QUtlined by 

.z.---___:__~ (1978: 4): 

- eooosin; the research p:roblem .azxi stating the hypothesis 

- fonnulating the research design 

- gatherinc} the data 

- axling and analysing 'the data 

- ·interpreting the results so as to test the hypothesis. 

In tenns of '.f.he research pn:x::ess adapted frail Wal.lace, and presented 

by the Open University (1979: 15}, the 1study has follOY!ed the 

deductive procedure by beginning with theories, proceeding to a 
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specific hyp:rthesis and then involving the testing of this 

hypothesis by OOserva.tions and analysis. 

The research prd:>lem relates to the relationship between actual arrl 

m:inirmin wages. The b::xly of lab:>ur ecorx:mic theory whid/. addresses 

wage detenni.natioo is considerable arxi studies have been done oo the 

effects Of mininun wages. 'Ibe <:p!n University (1979: 16} states 

that 11Hyp:>t:heses are derived fran research problems .an] questi.als, 

fr:an bo:lies of theory already .in existence, a.00 fran enpi.ri.cally 

observed re;u.larities". This is precisely the derivatial of the 

h;ypothesis for this study. Arising fr:an the relatiooship between 

actual and minim.Jn wages, the theory applicable to wage 

detenninat:ion, and the available infonnatioo rega.tt1ing mininnzn 

wages I the h:yJX'tllesis for the study is: 

Are mininun wages influential in deteimining nerket 

wages? 

'lhe research design .involved sel.ecting the sourc:.-es of data, the 

dloi.ce of irnustry sector, a?Xi fonnUlating the basis of ~ 

between bJc> · dif~erent sets of figures. The cx:ntrol of extraneous 

factors is oonsidered essential (Bailey, 1978: 7) in order to 

prevent interference with a study. In this study, extraneous 

factors are oentral to the whole issue in that "9ges are affected by 

so many intervening variables. Caltrol of such variables would be 

I 
deperxient oo the research paradigm with its· set of cxnoepts and 

assumpticns. 

------------------------------------ ---
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'!he dat.a were gathered frcrn two sources: the market rates were 

extracted fran the salary surveys of the P-E Consul ting Group; the 

mi.ninu.Jn wages were taken fran Saldru' s minim.in wage analyses of 

industrial council agreements and ~e lx2rd determinati..als. The 

assurrptioos and, limitatiais are sumnari.sed in the next sect.ial. 

The data coding and analysis cxmsisted of grading the jcb positions 

in each source of data (by jci> evaluatial grade) am o:mi;a.riD; the 

two sets of results. 

inie interpretatial of the results relies en tabular am graphical 

presentations .of the data: further, 'b«> sinple analyses are used: 
,. 

the divergence ,between market and minim.Jn rates~ and the .gradients 

over t.iJlE! for eadl set of pay curves. The differences evident in 

the imustrial CDuncil and wage lX>ard figures mean that the 

hypOthesis Itl.1St 'be tested separately for the ~ sets of mininun 

wage data. 

·The above meth:xlology has been replicated for each of the following 

iOOustry sectors: 

* Iron and Steel 

*Chemical 

* Paper" and Pulp 

* Printing. 
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5. LIMITATICNS AND KEY ASSUMl?TIOOS 

'Ihe limitations and key assmtptions are a:nsidered in detail in the 

following chapters. 'Ihey rel.ate to the reliability and 

CXJ11fBrability of the data and are sumnarised bel.oil: 

- It has been assurred that the salary survey figures represent 

market rates. It will be seen that salary survey rates nay be 

rather higher than true market wages beoa11se participant.s in 

salar:y surveys are likely to be those organisat.i<Xls that are in 

a position to pay higher than average wages., 

- Despite the p?tiblens associated with all job evaluation systems, 

• mrket and m:in.inun wages have been cxmpared by job evaluation 

system of jc:b evaluation. 

- It is not possible to isolate fran salary surVey p:u:tic:i.pants 

the wages of auy tlXJSe organisatials subject to minimtm wage 

legislatial. The nerket. figures thus cx:nt.ain wages fran 1xJth 

organisations that are bound by industri.al c:nmcil agreenents ar 

wage board detenuinaticn, and also those party to neither. 

It will be seen later that this is imfortant because the salary 

surveys Cb not penni.t the isolation of rcarket -wage universes 

Which oa.n be cxnq::e.red specifically \ri"ith industrial o:::uncil rates 

or wage board figures. 
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The study has bee..ri lirni ted to unskilled workers, semi.-s.Y-..illed 

workers and artisans, because these levels were o:>nsidered the 

rrost irrp:>rtant and also because there are fE!W workers subject to 

mini.mun wage legislation who will be foLU1d in higher grades. 

- The period 1978 to 1983 'WaS chosen because before 1978 the 

salary surveys did n::>t have a uaeful industry sector breakd::>wn; 

When the study camenced, the Saldru figures were cnly available 

until 1983. 

- The industry sectors dlosen were those Where reliable salary 

survey data were available througrout. the six year period under 

• consideratioo, and also where the indus'-...rial council and wage 

l::oard figures ex<-...ended across the unskilled, semi-skilled and 

arc...i.san levels. 

6 • CCNI'Et.'1I'S OF 'IEE S'IUDY · 

The seven chapters cover the following topics: 

Chapter 1 - Int.roouction 

Int.reduction to t..'1e st.Udy, the objectives and 

limitations . 



Chapter 2 
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Laro.rr Econanic Theory 

Classical, marginal arld Marxist interpretations of 

wage theory 

Wage detenn.i.r'.ation under oollective bargaining 

Hurren capital theory 

'Ihe ecorx:mics of min.i.rrn.m wages. 

Chapter 3 - Wage Regulation Machinery in South Africa 

Background and details of the Wage .Act and the 

Industrial Conciliatioo. Act 

The wage debate considering the wage board's 

effectiveness. 

The Black Latx>ur Relations Anendm:mt Act (1981) 

Chapter 4 - Overview of Job Evaluation and Sal.al:): Structuring in 

South Africa 

Discussion of systems used at the lower levels in 

South Africa 

Details of Castellicn and Paterson m:thcrls 

Wege structuring 

Salary surveys in South Africa. 

Chapter 5 - Analysis of £1'..arket and Mi.ni.m..1rn Wages 

Description of sources of data 

Details of _positions selected and graded fur 

o:mp:irison 



Calculation of wage rates 

Data representatioo 

Metl'xxis of analysis 

Oiapter 6 - Discussion of Findings 

General a:mrents 

Market and minirnun wages by grade over t:i.ne for each 

sector 

Divergences 

Gradients CNer ti.Re 

O:.:rnplrison of na.le and fema.le lalx>urers' wages. 

Olapter 7 - Conclusion 

·• Discussion · of hyp:>thesis related t.o industrial 

coonci.l wages arxl wage roard determinations 

Areas of future research. 

'-
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1. INTIDOOCTION 

Basic labour eooncmi.c theories use a suwly and demand rrodel to 

explain wages an:l enq:>loyment levels. The p:i~ecise neaning of the 

tenn ''Wages' has received attention i.ri the literature since this 

fonns the very basis of ·such a nodel. Whatever their ccnstituent 

factors, wages are just cne of the aspects a£fecting en:y::iloyment. 

These initial nodels are ba.sed on marginal productivity theory, with 

trade unions &eluded. 

Brockier {in Dunlop, 1966: 136) maintains that there is a general 

tendency to provide a purely econcmic explanaticn of trade union 

behaviour in order to preserve the haocx]eneity of wage theory; this 

then leads to the ~sation of a certain nonetary value. The 

int.rcrluct.ion of collective bargaining broadens the argurents, to the 

extent, for example, of oons~..ing a rn::rlel Which 

"views a capitalist eo:>nany oot as a systan for 
allocating resources, but as a way of organising 
production Which involves a particular set of p:>v.er 
relations between its In'3Ubers" {Osborne, 1984). 

I 

Eccxianic theories of wages abound, oorrol:orating and o:mflicting. 

Agreema'1t is ofte.'1. oot reache:i on the es&=>...ntial assumptions, which 
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miy well be based oo philosop-J.cal and p:>li tical consideraticr..s. 

~ver, Cartter (1959: 39) adnon.ishes and exhorts: 

"'Ib approach any theory de.rrandir:ig 
appropriate assumpti.ons :be precisely and 
true, is to deny the existence of any 
generalisations." 

that all 
:invariably 
meaningful 

Dunlop (1966: 11) v.erns of the danger of bec'Clning less and less 

satisfied with existing theoretical systems. 

"Part of the current dissatisfacticn with wage theory 
arises fran ever increasing fact.ual knowledge of wage 
rates aOO. the lab::>ur market. The nfM danger • • . is 
that we shall be so weighted <bo.111 and made timid by 
unique facts and cx:mpl.exity that we fail to discern 
ooldly the general relaticnships. 11 

AQcepting the goal of .such theories as a search for the ultinate 

explanation of the wage det.enn.ination pb.enanenon, does not detract 

fran the general observation that nest theories only provide the 

causes that g::>vern wages; t.hey oo not detail an all-eibracing 

process of wage dete.."1ll.inatian by calSidering all aspects of the 

lab::>Ur market. 

The labour market can be seen fran several points of view. 

illustrated by Corina (1972 :. 4-5) W'lo proposes that 

"an. arbitrary but simple typology of 1 1.aOOur market' 
m::xiels suggests four main categories Which in the 
literature imperceptibly merge one into the ot..>-ier, 

(a) The lalx>ur rrarket viewed as a straightforward 
e>.."tension of n:ore general market theories. 

This is 



(b) 'Ihe labour market viewed as a special sub-case, 
nevertheless, in principle explicable by 
ortho::bx market behaviour analysis. 

(c) '!be labour market oonceived as an atypical fonn 
calling for special analytical techniques and 
the specific introdu::=tion of ' social 
detenninants' as explanatory v-ciriables or 
ronstraints. This category e:rbraces two chief 
variants - at cne extrE;me, these scx:iolo:;ica.1 
detenni.nants nay enter the m:::>del as specific 
exoge."lOUS forces and at the other extreme as 
specific variables oontained within the system 
itself. 

{ d) The residual cat~ry ad hoc eoorx:mic nodels of 
particular la1x>ur market processes, 
exclusively soci.olo:;ica.l nodels, etc." 
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In later discussions, it will be seen that Corina's third typ::>lo:;y 

largely reflects the nature of the labour market applicable to this 

discussion • 
• 

The Marxists and neoclassical theorists have differing ideas cn 

unemployment, Which .in any event IIU.lSt be seen fran a s."'iort-run and 

long-term VievtlfCint. Authoritative texts prq:ounding the 

neoclassical theories do·so without reference to Marx; prof it 

max.imi.saticn to the exclusion of all a.A"'lSequential aspects is 

considered an inviolate goal. Hum:m capital theory has been 

presented by sare marginalist econa:nist.s as an answer to the Marxist 

doctrines that 

nal.l capital is merely an srtxxiim:mt of labour inp.its, 
Which implies that different levels of skill represe.'1.t 
different inputs of labour. The human capital 
theor.tr or1 the other hand, considers different levels 
of skill to be due to different capital inputs" 
(Griffiths and Jones, 1980: 117), 
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'!his chapter ronsiders sane of the t..~eories which have. sought to 

explain wage dete...-mi.natiori:. 

2 • THE WAGE FJl,.TE 

In the South African CXXJ.text th.ere is a broad distinctioo tet:ween 

wages and salaries, in that wages rray be calculated on an hourly 

basis and paid weekly, · Whereas salaries are paid nonthly. The 

distinction is oot significant so the tenn. 1¥.a.ges' will be used. 

A t.enn that is used in the literature is the "unit of lab:>ur". Ll"l 

Adam Eini:th' s Wealth of Nations the unit of labour is defined as 

being an hour 1 s \'AX'k by an average unskilled lal:x:>urer. cartter and 

Marshall (1976: l.00) maintain tllat the a:ncept is 

"the simplest a:imon denaninator 
yardstick by which o::mpu-isons 
different periods of time, or at 
different parts of the world". 

{prov"'idi.ng) a 
can be nade in 

the same t.irre in 

Further, they state that the unit of labour roncept is essential as 

a hcm:>gereous unit which is used for drawing supply and demand 

The wage rate is "an abstractio..'1 of a unit of labour" (Cartter and 

Marshall, 1976: 108) r and its precise meaning is important 

particularly since it is oot synanarous wi.tJ'i. ino:::me. The latter 

includes 



"earriings fran work _f.)erfonned plus other sorts of 
ina:me such as rringe be.."'lefits, dividends and 
interest, rents, gifts and ot.."1er payments received 
di.ring the perioo under consideration" (Ray, 1971: 
206). 

Ray oontinues ( 1971: 206): 

c•Inocxre in nost econanic m::xlels is the relevant 
ea::nanic a:ncept 'Which serves the functioo of 
allocating latour to various sectors of activity, to 
different OCC"iJpaticns an:i to different geographic 
areas. This allocation function is achieved through 
the 'WOrking of the labour market. n 
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The problem in using the cxncept of incx:me is finding an apposite 

definition of the term that will consistently ati:>race generally 

a~pted earnings ca:nponents which are cx:rmonly found in µ.iblished 

data. The :nOnetary aspect of incane , can be dinensioned by a 

precise definition. The problem arises with the n:>n-IrOnetary 

elements. 

In spite of these issues, the rn:inetary elenents of ino::me are 

generally addressed in eooocmi.c analysis. More specifically, a 

basic wage rate (in nonet.ary units per specific tine period) is use:i 

as a generic term fur analytical purposes, eno:::rtq::aSsing all workers 

regardless of skills' levels, edu::ation., training and so on. The 

wage rate Cbes not discri.m.:inate between b:isic ea....-nings and 

additional earnings, such as overtime, or danger pay allowances. 

It 'WD'..tld be of interest if forces oould be isolated which 

individually determine basic wages as well as total earnings and 

take-bane pay. 
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H::Ywever, cnn.sistency precludes the use of other measures of wages, 

rrore maaningful to the individual, such as take-h:me pay and gross 

pay. One cai.cept tbat is used is that of real wages, but it is 

based on the basic wage rate discussed above. Ehrenberg and Smi t..11 

(1982: 19) define real wages as "naninal wages divided by sane index 

of prices" and express real wages as an index nuntier. 

In this study basic pay is used, exclusive of all bonuses, 

o::mni.ssions, i.ncenti ves and all non-nonetary elements. The study 

therefore does not address the oco.cept of ino:me which is used in 

several econani.c theories. At t.he level of worker imder 

consideration r t."le non-basic elem:mts ·Of pay could provide an 

ac!ditiooal 30% to the c:xJSt of e:nployment of an individual. 

3. 'rnE D~ND AND SUPPLY OF LABOUR wrrnour a::n..r..&:rIVE :azL.RGhlNI:N3 

In tracing the heritage of wage theoryr Dunlop (1966) sees 'Wage 

theory as being dependent on four factors: 

- econanic developrents 

- wage-setting determi.11a11ts 

- a:nt.emp::>rary econani.c theory 

- contemporary policy issues. 
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'Ihese four p::>ints emi;tlasise t."iat different approaches (radically 

differe.r1t in sane instances) have beer'l proposed depending cr1 the 

circumstances of the period un.der ronsideration. 

The Classical Period, ending in about 1870, was ooncerned with the 

distribution of rents, profits and wages. Dunlop ( 1966: 5 ) quotes 

Richards as stating .. To detennine the laws which regulate this 

distribution, is the principal prci:>lem in Political Ea::>rx:my-". The 

theory of wages is thus crle of the key issues as w::>rkers ' wages are 

important in det.ennining profits which are accumulated by the 

capitalist. Rent is excluded as a factor in the pricing precess. 

'lbe significant relatio.."'lShip is between capital, and laOOur. 

{Al:t:hough Dunlop nakes scant reference to Marx, it is at this point ,, 

that Marxist ecn."lCltlics starts. This is discussed later. ) 

A tha::>retical analysis of the thec;ry of inane distribution is 

co..ricerned, inter al:ia, with factor pricing, vihich in turn requires a 

theory of supply and demand for factors. The supply and demand for 

factors are also central in the theory of ne.rginal prcxiuctivity. 

The theory of supply and demand can thus fonn a o:::mmn base for two 

widely differing the::>ries. 

4 • BASIC ASSUMi?I'IOOS 

At this stage it is as well to state a fairly generally accepted set 

of assumptions used to describe a. perfectly o::mpetitive labour 
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market. Cartter and Marshall (1976: 164) provide ass1..lITlp'"--ions for 

the supply side and the de-rand side of the market. 

en the supply side: 

- workers· have full and perfect knowledge of the narket, including 

infonna.ticn oo Of!X.>rtuni.ti.es available and wage rates; 

.- v.iorkers are entirely raticnal., aIXi respond to differences in 

rates of return (inclu:iing wages and IX>n-cash benefits): 

- workers are perfectly m:::>bile; 

labour is oot organised, and each labcurer makes his own 

decisions an accepting jobs and wages offered. 

Qi the demand side: 

- employers have full and perfect infornation of the market, 

including infonratioo on wage rates paid by other em.Ployers; 

- employers are rational and attempt to nexirni.se profits; 

- each employer represents a small enough share of the total 

demand for labour that this decision will not influence the 

market as a whole; 

employers act individually, and oot in o::ncert.f iI1 determinin.g 

their wage a.'1.d employm=nt levels. 
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'Il'lat the practical validity of ea.ch assurt'tft"....l.on can be questioned is 

n:it an issue at this stage. Ce...,-t:aii-i assumpt.icns are relaxed, 

depending an vmich aspect of supply and demand is being studied. 

cartter and Marshall do not explain what they maan by 'rational' in 

the al:cve assumption, rut presurrably they refer to profit 

maximisation on the part of employers and the utility of leisure and 

wage naximi.sation by employees. It should be noted that employers 

and employees in reality differ from those cited in the assumptions 

in degree rather than in kind. For example, as long as a 

sufficient minority of employees is informed and nobi.le, then the 

assuired conditions nay be fulfilled. There must be arx>ther 

assumptioo that the factors of production are perfectly nalleable, 

or that there exists an infinite D.\Jl!b<:>...r of employers with different 

~ 

factors of produ::tion. One issue oot specifically stated in the 

assunptioos is the dynamic state of the real nerket. The 

equilibrium of wages and ,employment p:>stulated by the intersectic:n 

of a suwly and demand curve may not occur in reality because 

corxli.tions are not static for loog enough to enable this to occur. 

5. THE~ FDR LAOOUR 

'!he de..'!alld for a factor is a derived demand, and 

"the total demand for a factor will be the sum of the 
demands for it i...'1. eva..ry ac'""....i vi ty i...-1 Which it is used" 
(Lipsey and Steiner, 1981 : 330 ) . 
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The derivation of a rrodel for the demand for labour ger1erally 

requires four initial assurrpt..ions, whic..'l are m:xlified or drq:ped as 

the rrodel progressively bec::lres nore o:mplex: 

- employers seek profit naximisation~ 

firms employ two h::m:>ge.."1eous factors of prOO.u:::tion - labour and 

capital; 

labour is oonsidered to be a variable a:>st; 

hiring, training and fringe benefits are igoored; 

- the narket is o:mpeti ti ve. 

the a:>sts of 

Inherent in these assumpt.ials is that capital is malleable in that 

capital allocation is such that it can provide ·different levels of 

employment or a sm:x:rt:h capital-lab:>ur substituti.01. The theory 

differentiates between short- ai."1d long-term demand for labour, the 

basic yet far-reaching difference being that la.b:::>ur is the cnly 

variable in the short-t.e...-m, 'Whereas both labour and capital vary in 

the long-tenn. Short-tenn analysis, CX1 the basis of profit 

maximisation has two equivalent expressions of the finn' s derrand for 

labour: 

- the · downv.w:"d-sloping part of the ma...rgi.nal produ=t of labour 

schedule~ 

the downward-sloping pa..'"t of the narginal revenue product of 

laro.Jr $chedule. 
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In tile long-tenn, the i:otential change in capital employrrent 

introdu::es tv.ro effects vmich can result in a change of wages 

affecting the employnent of l.a.b:::>ur : the scale effect. and the 

substitution effect. The sea.le effect is explained by studying t.."'1e 

effect ar1 increase of wages has on the profit rraximising equilibrium 

situation: 

marginal revenue = narginal cost of production. 

An increase in wages nay be a:>U!ltered by re:iucing production, which 

in t.l.ri:n can result. in a reduction in the employment of capital and 

l.al:our. 

Market demand curves are ob'"~ by the s1.llma.tion of all indi vidUal 

finns' laoour demand curves at every wage level. The qualification 

to this st.at.emant, made b'.i Ehrenberg and Smith (1982: 58) is wor-""i...h 

•trf finn dercand curves are drawn as a functioo of the 
m::>ney wages they represent the d::Jwnward sloping 
p:>rtion of the finns' marginal reve.."lue pro.::1~ curves. 
In a cxnpetitive industry, the price of the product is 
1 given 1 to t.."le · finn, and thus at the finn level the 

MRP of la1:x:xlr has iitbedded in it a given product 
price. When aggregating labour demand to the rrarket 
level, produ::t price can n::> longer be taken as given, 
and the aggregation is no longer a s.inple surme.tion. 
HOolleVer, the market denand curves drawn against rroney 
wages, like those drawn as a function of real wages, 
slope downward - v.hich, at this point, is all that is 
imp::>rtant. " 

'lbe elasticity of the ( d::::1wrrward sloping) factor de-rend curve for 

labour is significant since the larger the prqx>rtico of total cost 

-------------........................ _ .................................... __ ~-=-=-=-~=-=~=-=~~---~---- ~-.....----~ --·---- --····•-•« 
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that can be ascribed to pay1te..'Tts to the factor / the higher the 

elasticity. Thus, if wages represent a high prq::ortioo of the oost 

of a o:::mrodity, an increase in wages will naturally result in a 

relatively larger increase in the o::rmodity' s price. Skill level, 

ind.ispensibility and substitutibility of l.abour will also determine 

the wage elasticity of demand for labour. If elasticity of deman:l 

is greater than 1, a fall in wages will bring aOOut. an increase in 

emplcynent such that the total wage bill Will increase; a rise in 

the wage rate will result in a decrease in the wage bill. The 

reverse is true if elasticity of denand is less than l. 

6. THE SUPPLY OF LABOUR 

'Ihe supply of labour is rather diffe..."'"ent in the short- and lcng­

tenns. In the sh:>rt-tenn the supply of labour is relatively fixed 

and as a whole is highly inelastic, but Cartter and Marshall (1976: 

191) do state with regard to an individual part of the total l.abour 

market that 11the smaller the prcp::>rtion of the total market .•. , the 

n:ore elastic is the suwly of labour". The long-tenn supply of 

labour is likely to be considerably nore elastic than in the short-

term. 

The individual labour supply schedule may rise or fall after wages 

have ~-Il increased: the worker may perceive that the higher wages 

enable ·a certain lifestyle to be maintained with less work, so t.'1e 

labour supply will decrease. This results frcxn the substitution 

------iiiii-lliiiiiiilm--------------------~--------------- -
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effects of ino:::m; and leisure. Alternatively, the increased wages 

will i.rxiuce rrore workers to enter the I't'Brket, resulting in an 

increase in the supply of lab::>ur. Rothschild (1954: 42) gives a 

surrmary of this situation: 

11The preference for leisure at (a) higher level of 
.inoare will bea::Jne stronger than the indt:eement to 
extra efforts at the higher wage-rate. But this 
tendency for the lalx:lur supply to fall off as wages 
rise may again be suc:Xlerll.y reversed CJi/er a certain 
range when the wage-rate reaches a level which enables 
the Wl':lrker to nove • • • fran one standard to a markedly 
higher CJ:le • II 

'llle result is the backward sloping supply schedule. 

A sunmation of all individual supply schedules in order t.o cbtain a 

total supply schedule, introduces a conplicatian in that even though 
·• 

individual supply schedules fall off at a certain wage levelt the 

t.otal schedule nay oot. This is because the lowest rates at which 

individuals are prepared to work ~'ill differ, cne to another. 

Rothsl'.".hild (1954: 46) maintains 

uand while a rise in wage-rates :may reduce the supply 
of labour coning forth fran those already working, it 
will, on the other hand, increase the suwly by 
bringing in workers who did not work at the lower wage 
rate". · 

Regarding the supply of factors, Lipsey and Steiner (1981: 337) pose 

t\.'JO imp:::>rt.ant eoonan.ic questions : 

"t.o What extent oo econanic forces determine the total 
supply of a fact.or to the whole econ.any? 

- to what extent do econanic forces detennine the supply 
available to a particular sector of the econany?" 
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Si.nee the effective supplies of land, lai:::our and natural resources 

(at national level) are not truly fixed, there must 'be other 

oonstraints oo the suwly of factors. Lipsey and Steiner (1981: 

339 ff. ) discuss aspects of these where they are found to be 

relevant to the the::>ry of ino::1re distribution as applied to the 

eca:icmy as a Whole and also specifically related to the supply of 

labour, 'Which may be interpreted as a 1 suwly of effore , dependent 

oo: pop.llatioo size, the size of the relevant part of the labour 

force, working hours, tax rates, inflation, unernployme.'1t and the 

fear of poverty, and -welfare pa.ynents (unemployment benefits) . 

A further aspect that affects the nature of the supply of labour is 

the o:xnposition. of the segmented lal:x:>ur force. This in turn gives 

rise to "Wage differentials. 

7. SE>GMENTATICN AND WAGE DIFFERrnTIALS 

Lah:>ur market segrrentation is relevant in an analysis of wage 

detennination because it appears that segmentation "results in the 

failure of the l.a1::our market to treat its partici_pants even-

handedly, in that it accords significantly different og:iortuni.ties 

and rewards to otherwise o:::mparable people" (Ryan in Wilkinson, . -
1981: 4). 
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7 .1 The Dual ?-1arket Concept. 

D:>eringer and Piore (in King, 1980: 107) have identified the well-

kncrwl1 larour market segm:mt.atioo: the internal labour market 

"governed by adm.inistratioo rules" and the external labour market 

"of o::>nventional econani.c theory where pricing, allcx:2ting, and 

training decisicns 'ar~ a:>ntrolled directly by econanic variables". 

The internal market, which is the prinary market, has ports of entry 

and exit. It is characterised by high wages, good working 

cnnditions, prarotional prospects, st.ability and strong 

unionisation. The seoondary ne.rket is the opfX>Site, with p:x:>r 

working o::n:ii.tions, arployment instability, and so en. Cassirn 

(1982: 2) describes the basic idea behind this dualism, referring to 

tite differences in status and skills 'of workers: 

. "(a} There are two separate labour markets, a primary 
and secondary sector. 

{b) Workers a:Jllfete with.in each market, for jobs, 
wages and employment in 9E!fleral· 

(c) Workers in the secondary sector are treated in a· 
nore inferior way than those in the prittary 
sector. 

( d) l-bbili ty 
workers 
sector." 

barriers 
fran the 

prohibit the novem:mt of -
secondary to the primary 

Kerr {in King, 1980: 305 ) explains t.he operation of the dual market 

system by considering the internal/ aternal divide: 

" • . • the internal na..-Xet has points of contact wi. tJ1 the 
external rrsrket rather than interoormecti.a."1S all along 
the line-up of jobs. Workers inside the nark.et, 
though they may cnnpete wi t:J1 each other in a limited 
way, are not in direct OCinp:!ti tion with persons 
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outside. exit.side workers cx::rnfE!te directly with e:i.ch 
ot.."1-ier, rct. with the inside workers, to gain 
admittance. " 

'lhis lack of m::t:>ility is used by craft unions (according to Ke....-r (in 

King, 1980: 309) o:mnenting oo the United States' situation) to 

enable them to adjust the SUfPly of latour to meet danand: "Cbntrol 

over supply is used nore to preserve the integrity of the wage rate 

rather than to create it. The wage rate det.enni.nes supply nore 

than supply the wage rate." In::iustrial unicns seek rather to 

"stabilise the denB.00 for labor so t.hat all -workers w.i..th seniority 

ri'JL"lts may have assured employnent ..• Since seniority ties 

workers to the plant, the in:iustrial union must be nore concerned 

with the effect of a negotiated wage oo employrrent". Kerr 

concludes: "under OOth systems of rules, wage rates are less 

effective in allocating lal:x:>r than they are in less structured labor 

markets". Clearly seniority is far nore important in the United 

states as a determinant of status and 'Wages tha.i."1 it is in Sout..i"'l 

Africa. 

cassim (1982: 5) makes the general ca:ment regarding the dual l.ab:>ur 

market: "In the prinary sector wages are oot resp::msi ve to t."'le 

forces of supply and demand. Discrimination basically increases 

the l.ab::>ur force in the secondary sector, thus d...""f'ressing the 'Wage 

and giving employers an interest in its ccntinuance." Cassim 

(1982: 7) discusses several problems and criticisms of the dual 

lal::our market approach, such as "its parochial two-sector approach 

(overenq::Oasising) the benefits of employnent With the pri..Tary labour 

market". The theory does oot o:msider the varying interests of 
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workers in that l.abour supply and demand functions differ in 

different groups. Cassim (1982: 8) qootes Beechey: 

"(the dual labour market} is generally descriptive and 
taxcn:::mic. This is because it abstracts the question 
of employer's behaviour in the la.t:our market fran an 
analysis of the labour process, specifically fran an 
analysis of the produ=tion forces as they are 
manifested in t.echnJlogical devel.oµrents r and of the 
relations of production as they are entx:xii.ed (in the) 
class struggle". 

'!here is a ready applica.tioo of the dual labour market ooncept in 

the South African situatioo. South Africa is alone in effectively 

having legislated. such a system of t\¥0 marketsr Which leads ca.ssirn 

{ 1982: 12 ) to o:mnent: "This neans that we have two separate and 

persistent patterns of employrrent d'la.racteristics which cannot be 

explained in terms of a unitary la.b:>ur market 11 
• 

'!he dual labour market theory introdu=es a broad explanation for 

wage differentials, but this does oot specifically address other 

differe.."1.tials. Kerr (in D..mlop, 1966: 175} discusses five 

differentials which give rise to \o[<ige differentials: 

- interpersonal differentials 

- interfinn differentials 

- interarea dif f erenti.a.ls 

- interoccupaticnal differentials 

- interind~try differentials. 
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7.2 Interpersonal Differentials (Hurrsn Capital T'ne0ry) 

Regarding interpersonal differentials, Becker (qooted by Ryan in 

Wilkinson, 1981: 5) 

"insists that the 'market fur human capital' (i.e. 
cg::ortunities to acquire knowledge and skills) is 
' extremely segnented' , a fact which provides a na.jor 
source of the inequalities in pay • • • Becker, in his 
analysis of the derta.i."'Xl side of the na.rket fur 1 h.man 
capital', treats variation in individual abilities as 
the predaninant source of differentiation in an 

. individual 1 s prospective earning capacity". 

Johnson {1973: 110) identifies "t."le essential notion of human 

capital (as) that of the choice :t:etween alternative incxJne strearns 11
• 

Lydall ( 1979: 238) believes the theory's 11great virtue is that it 

d:fa-ws our attention to the naivety of aggregating ina:me 

distributicns across age groups" • Yet Lydall ocntinues 

the basic m:xiels of hurran capital are built on the 
assumptions of equal abilities, equal . qpportu.riities 
{including equal rates of interest en personal loans 
to fi..."1an.ce investnent in hlm:an capital), and above all 
lang=tenn equilibrium, which irrq:>lies equal and 
accurate knowledge of the future effects of current 
decisions • 11 

The reality is t.hat people have different abilities and many are 

prevented fran choosing the best oourse of career t>ecause of 

.imparfect knowledge and other na.rket oonstraints. As Sattinger 

(1980: 20) poi..."1.t.s out, "O:::mpetition tends to rra.ke earnings in 

occupations of equal difficulty corresp.:>nd to the efficiency of 

workers". 
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'Ihe acquisition of hurran capital is affected by the type of training 

undertaken by the individual, as int:.ro::iu::ed by Becker (in Rees, 

1979: 47). Rees describes the two types of training: 

11General training develops skills of equal value lx>th 
in the organisation that gives training and elseWhere 

Specific training is training in skills that are 
of greatest 'Value to the employer Who gives the 
t.ra.i.ni.ng • " 

'Ihe .implications for ~ge detennination are given by Rees (1979: 47) 

as follCTWS : 

"In the case of specific training, pay during the 
training perio:i will exceed the enployee' s net 
marginal produ:t where this is defined as the 
trainee 1 s contributi.or.1 to value added, minus the o::>sts 
of training (In other words) , an employer often 
pays a trainee learning specialised work nore than the 
trainee is presurrbly wa.."t.-, The excess of wages 
over narginal produ::t is the employer 1 s investnent in 
training . • . Fbr general training, there can be oo 
awreciable wedge be~ na.rginal prOO.uct and wages 
after the training period, since in a a:itp::titi ve 
labor market the anployee could get wages equal to the 
full value of narginal pro:iu::t fran another employer." 

'Ihis a:mnent by Rees is interesting because it considers a 

s.imul:tat1e0us interaction of the human capital t.-,oory of wage 

detennination and the mrginal prod.u::t theory. 

It is evident that hurtan capital theory fails to dis~sh between 

individual and aggregate industrial dernand. It noves the 

discussion of wages away fran O.."le of assessing interpersonal 

differentials, to one of interoccUpational and interindustry 

differentials. Interpersonal differentials are reduced. by pay 



structures in an organisation. The excepticns are the 

differentials :between male and female workers, and between W.ri.i te and 

Black workers. This study analyses the differentials between 

o::cupaticns (levels} and industries, oonsiders the racial 

differentials in each, and gives fairly broad canparisons between 

Black male and female 'W'OI"kers. 

7.3 Interfinn Differentials 

Regarding interfinn differentials, Kerr (in D.mlop, 1966: 175) 

cx:nments: 

"In the absence of Wlicnism, the labour rrarket nonnally 
displays a wide dispersioo of wage rates for the same 
type of work a:rong finns cperating in. the same pro:iu::t 
and labour markets • • • While union p:>licy does rx>t 
al'i!.0.ys airn·at full unifonnity1 unionisaticn is closely 
associated with increased uniformity. 11 

It is thu5 to be expected that there will be a degree of dispersion 

between the wages paid to finns in the same sector ·under n:::>rnal 

market conditions, since workers and employers are not fully 

informed as to what other finns are paying. 

7.4 Interarea Differentials 

Che of the major farces in reduc:ing differentials is t.~ t..."<ide unicn 

rroveme.."1t, but this is organised on an industry rather than a 

geographical resis. The result is that geographical differentials 

certainly do exist. As wi tJ1 interpersonal differentials r a o:mnor1 
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wage st..ructure ( wi. thin a finn Which has a presence in different 

locations) is likely to reduce interarea differentials. 

7. 5 Interoccupationa.l Differentials 

Kerr (in I:Unlop, 1966: 178-179) quotes various explanations for the 

general narrowing of interoccupa.tiona.1 differentials in Western 

Europe, the United States of Arrerica and Australasia: 

- Turner considers uniais as an .imp:>rtant cause of inter­

o:::cupational differentials because of their i:olicies to cbtain 

flat increases; their preference is to recruit unskilled 

members to their ranks; they pursue e:,:Jalitarian p:>licies to 

• re:l~e internal strife. 

Knowles and Robertson believe unions have littie, effect cn 

differentials because they seek to simplify wage structures by 

aiming for flat increases. 

Reynolds and Samuels nai..."1.t.ain that the effect of unions is 

tanporary since their influence spreads fran skilled to 

unskilled levels. 

- Fisher arxi Clark explain reduced differentials by referring to 

the relative supply of skilled and unskilled workers which has 

oothing to do wi.th unions. 
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Kerr me...'1.tiCXlS other factors which "have been proposed, such as 

the impact of full anployrrent in raising demand for the 

unskilled, of mass technology which redu::::es the level of skill, 

of egalit.arian te..'1dencies generally. 

7 . 6 Interindustry Differentials 

Interindustry differentials are in accordance with Marshall's laws 

of derived demand which Hirsch and Addison (1986: 118) present as 

s+-....ating "that uni.on wage effects should be largest where 

substitution by firms in pioou:::ti.on and by cx:>nsumers in oonsumptian 

is ItOSt difficult 11
, or where the denand for union labour is least 

elastic. Interindustry differentials nay also increase where 

unions are relatively _tX:Merful by virtue of their v.orkers' crucial 

roles or strategic positions in the eo:n::my as a Whole. HirsCh and 

Addison {1986: 134) sunmarise the (American) literature by stati."lg 

that wage differentials are largest in construction, and sn-aller in 

manufacturing than in 11C0IEU1ufae"'"....uring. They also a:nclude that 

union wage differentials by occupation are significantly larger 

an:cng blue-cx:>llar workers than anong white-collar voorkers. 

7 • 7 Wage Drift 

Wage drift can also be a factor in wags differentials. Wage drift 

occurs when earnings {such as take-h::me pay) increase at a faster 

rate than basic wages which have been negotiated en a natio."la.l 

basis. Where (loca.l) demand for workers with a CErtai.n skill 
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results in their having to be paid above the agree::l rate, this will 

result in an increased differential in relation to wages earned by 

those Whose skills are oot in demand. It is important to rnt.e that 

the difference in take-h::me pay, arising frcrn wage drift, does oot 

reflect. a difference in basic pay. In the longer term, the basic 

pay of those who are in danarrl may rise faster than other ratesf 

thereby creating an increased differential. Lydall (1968: 5) 

considers that "wage drift is at least partly a oonsequence of 

attempts to irrp:>se artificial o::mstraints en the dispersion of 

earnings". When de.al i ng with ~"'le general reduction in 

differentials, 1¥dall (1968: 246) o:mnents that II beycnd a 

certain point, attempts tb squeeze differentials are likely to be 

offset by wage drift". Of course wage drift may also be caused by 

extensive workplace bargaining Which is largely a fun<7.....i.on of the 
. 

effectiveness of sh::>p stewards. 

8. 'lliE DETERMINATION OF WAGES AND EMPI.DYMENI' IN MAAGINALISI' 
ANALYSIS 

Clark stated that under certain oonditions of c:x::mi::etitive 

· equilibrium and fixed supplies of labour, wages are detennined by 

the marginal prcx:lu:t of l.al:x>ur. r-'.arshall maintained that the 

marginal pro::luctivity of labour defines tJ1e demand for labour, a.TJd 

:fllrt.her t..'liat wages tend to follow the marginal prodl.rtivity of 

labour, depending on the wage rate am employment level. 

Van den Bogaerde (1974:, 133) cc.mnents that 



''because the EGUilibrium wage is determined by the 
noney value of marginal output ... and under perfect 
a:mpetition wage equals the Tal.ue of average out.put, 
this the:::>ry is often called the marginal productivity 
theory. '!his, however, is a misnaner for marginal 
prodoctivity cnly refers to de:nand." 
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'Ihe supply side of the theory nay be addresse:i by marginal utility 

of in.cane and na.rgina.l utility of leisure ~ch leads van den 

Bogaerde {1974: 132) to cl.aim that 11the ~vidual supply curve of 

labour can follo.N any oourse, depending an the level of ino:xre and 

the preference of the consumer". The awarent irrationality of 

'target workers', Who want to earn ooly a fixed anount (with the 

result that the higher the pay, the less the hours worked}, can be 

explained by ocnsidering leisure as a 1 consmner g::od' • 

'!he supply curve for the labour market as a whole can result in 

several equilibrium wage levels. Van der Bogaerde (1974: 140) 

concludes: 

II it can be shciwn theoretically that there may be 
inhere.'1t disequilibrium en the labour market. This 
may be advanced as ooe of the reasons why often 
limitations are placed on the supply of labour by law 
or oollective agreements referring to the naximum 
number of h:>urs worked • • . and (en) the minimum wages 
t.'lat nay be pa.id• II 

Van den Bogaerde cbes oot extend his argunent .to oonsider the 

interact.ion of his explanation for limitations cu the supply side 

with the political reasons for t.arcy?ering 01 the part of the 

aut..iiorities. 
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9. CPJ:TICISMS OF THE T'tlEORY 

'Ihis section gives sane specific criticisms that have been rrade of 

t.he t.heories of marginal productivity. Also prese."lted are sane 

divergent views oo t.he relationship between wages and empl~t. 

Dunlop (1966: 9) criticises the entire marginal produ:tivity theory: 

'narginal prcxitrti vity is not a t.heory of wages, tut 
cnly a statarent of t.he demand side fran the 
outset the supply schedule has been a 'W'eak tcJOl 11, 

and again, (1966: 10) 

''Wages tend to measure the n:arginal productivity of 
lab::>ur, Wt this is not a theory of wage rate 

,. determination. It does. not explain particular wages 
o::>r the general wage level. The supply side has 
again substantially col1apsed. 0 

'!he previous section did give an explanation of the derivation of 

the suw1y curve for labour. 

The criticisms of rnarginal product theories of wage detenninatioo 

apply particularly ll1 the short-term. Cartter (1954: 39) quotes 

Hicks as saying "littie ad.vant.age seems to be gained fran the 

attempt to define a short period marginal prcrlu::t 

cartter (1954: 40} revealed that 

"employment in a firm is alnost cumpletely unresponsive 
to v.e.ge Changes • • • Demand for pro:iucts was rm.ci1 
more i.mp::>rt.ant tha...'1 the level of v.e.ges in determining 
employment". 

II 
• • e • 
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cartter provides oo real explanation for this, but concludes (1954: 

41) by saying 

"cnly in a world of constant prodtrtivity, a::nstant 
prices, a:>nstant demand, and oonstant -wages in 
a:mpetitors' finns, 'WOUld an employer be acting 
rationally to reduce employment :imte:li.ately as the 
result of a wage increase. 11 

'Ihe point is that in the sb:irt.-tenn labour an:i capit.al are largely 

invariant, so the level of wages does oot have an imnediate effect 

00 employment. 

One cumu1 criticism (Hunt and Shennan, 1975: 244) of the narginal 

prcxiu::t theory is that the marginal produ=t. of capital canrot. be 

neasured. The radical theory claims that it is not fX>SSible to 

9'litch purpose-designed capital (or, aie CO.lld add, specifically 

trained labour) fJ;an one industry t.o another. In any event 

mad.ri.."l.eS are not infinitely divisible. 

10. AN ANALYSIS OF MARXIAN WAGE DEl'ERMJNATION THEORY 

It wculd appear that sane influential writers have studiously 

ignored any nea.ningful reference to the Marxist eo:>nan:ic tradition. 

The passing allusions of others 'W'OUld indicate that Marxist thinking 

is 00 nore ,.fr .. an a philosq:ihical ooject.ion to a largely i..l"lvincible 

capitalism. These writers, :i.."1 the words of Meek (1977: 4) have no 

fears 



"that free catrpeti.tion might sooner or later breed a 
ne-N type of rronopoly; t...'1-ia.t t..."le ·process of 
develo_prrent might eventually cane to an end; 
that a rrore or less unfettered capitalism might 
generate chronic i.memployrrent, or severe inflation, or 
gross disparities in ina:me, or war; . , • or that 
capitalism might at sare time or other be replaced by 
a different type of eoon::mic system." 
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In studying the develcp:re."lt of n:arginal productivity theory as the 

next step to the theory of distribut.icn, Dunlop ( 1%6: 8} sees two 

problem areas: 

- What are the effects of union action, including strikes, upon 

the distribution of the national produ=t? and 

- can the existing social order and the functional distribution of 

incx:.me be defended against the Marxist charge of exploitaticn? 

The first question will be addressed in the next section. The 

following paragraphs a:nsider the second. 

Marx's criticism of capitalism which is relevant to this discussion 

began with his charge that a capitalist system did oot permit the 

developne..'1t of a VIOrker 1 s p:.ltential . The capitalist o:>n.Siders 

lab::>ur as a a:rmodity; a means of product.ionr with wages as another 

produ=tion expense. Marx introduced his labour theory of value 

sin..~ he ~lieved "the exChange value of a cnmo:lity was det-ennined. 
I 

by the arrount of 1aOOur ti.LE necessary for its production" {Hunt and 

Sherman, 1975: 8.0). It is important to oote a fundarrental 

J 
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difference between the necx::lassical p:>-rception of the wage rate 

("The wage rate is the prime determinant in the allocation of 

la.b:>ur anong sectors of the eo:::>nany and occupations" (P-ay, 1971: 

208 ) ) and the labour theory of value / which "is oot a theory of 

relative prices or a theory of resource allcx::ation° (Desai, 1974: 

4). 

In. selling his lal:our p:>wer for n:cney, the worker has all~ the 

capitalist to make a profit, since the value of the labour p:::1W2r was 

less than the value of the camodity Which the lab::>ur p::YWer prodt.eed 

and Which the capitalist sold. Exploitation arose bee.a.use 
·J 

"the average length of the working day exceeded the 
time nacessary for a laOOurer to produ::e the value 
equivalent of his subsiste.~ wage" 

(Hunt and Sherman, 1975: 81}. Desai (1974: 10) quot.es Robinson as 

defining exploitation in rcodem econcmies "as the gap between wage 

and the marginal product of labour due to ItDnoflO'lY elements". 

tv'.Kirx rejected the justification of a capitalist• s right to profits 

because he was the ONner of ca.pit.al. Marx claims that capitalists 

believe that their right to profit derives fran their dedication to 

diligence and abstemious 1:ehaviour. The capitalist has a vested 

interest in paying rx:i nore than a subsistence wage, because this 

will ensure what Marx called an "industrial reserve army" of 

U..'15nployed, / which would strive to take up en:ployment at the 
I 

subsistence -wage. The installation of labour saving rrachinery and 

other technological develq:m:mts assists the capitalist in 
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increasing his cut.put an:i p::>tential profit provided the o::>nsumer 

demand wa.s sufficient. 

Marx's projectioos of econa:ni.c cycles and their effects on 

anploynent and wages are well ~: lack of o:::nsumer demand by the 

market leads to a drop in the production of o:nsumer goods which in 

turn causes a drop in derrand for capital goods; this represents the 

beginning of a depression. A reduction in capital goods' demand 

will result in a reductioo of employnalt in this sector, and so.a 

further curtailment of oansumer spending because of an overall 

decrease in the national wage billo Wages fall further to 

subsistence level, or belCM~ Marx did not believe in eternal mass 

unemploymant sinc-e wages would not fall as fast as output, so supply 

wauld ulti.Itately fall belaw demand, and a recovery wculd t;egin. 

Even when wages did reoover, the ~rker would still be relatively 

worse off than the capitalist since the capitalist would e.'1Sure that 

his profits would increase faster than wages. 'lhe lot of the 

'W'Orker is further aggravated by the division of lab:::>ur. 

T'ne difference between the value of a worker's output and What he is 

paid represa-its the extent to which he is exploited. Marxists ask 

why profit is allcrwed and Why exploitation exists. Part of the 

ansvrer lies with the concepts of the subsistence v.e.ge and the value 

Marx said that in the long term market wages 

wculd equal .·the value of labour power. Labour ~ is made up of 

the physical elerre.."1t and the social or historical 

element. The . funner detennines what workers must receive as 



payrrent for their labours in order to survive and reproouce. Marx 

maintained t.hat "a wage equal to the value of labour ~ is 

consistent with net pop.llation growth only When allowance is rrade 

therein for the cultural element" (Hollander, 1984: 141). The 

cultural element is "c,pvemed by the habits under 'which 'the class 

of free labourers has been funned' " Whereas "the natural element 

varies 'acoording to the clina.tic and ot.her physical oond.iti.<XlS of 

the country: ronfinning its i;ilysiological character~ '1 (capital I, 

1906: 171). Hence, '1the value of labour power is cL.::>termined by the 

value of the necessities of life habitually required by the average 

labourer" (Capital I, 1906: 519). 

With this understanding of the wage rate and the value of l.aOOur 

' 
pQ'W'er, it is possible to study the effects en the wage rate of the 

S\lfPlY and demand for l.aOOui. 

Supply of lab:>ur is naturally related to pop..ilation. Hollander 

(1984: 139} believes that Malthus eifar fran naintaining the 

inevitability of excessive pop.ilation growth, insisted upon a 

reduced bi.."'i:h rate as a m9ans of preventing falling wages" and that 

Malthus "feared that the re:;iuired population oontrol would entail 

severe oonstraints en personal freedo:n". Marx oonsidered this a 

0 li.bel on the human race" (Hollander, 1984~ 139). Hunt and Sha.rrrian 

(1975: 248) ge..rieralise the radicals' view: 

"Radical~ have for t..11e rrost part rejected poµ.i.lation. as 
a factbr of primary importance in wage det.enni.natioo 
because ( 1 ) human. beings do not react so directly to 
changes in incane (at least, above starvation level) 



arrl (2) fOp.ilatioo levels change slo.-;ly, 'Whereas wage 
rates change fairly often and rapidly." 
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Harvery {in .Ebllander, 1984: 139 ) considers r-t.iarx ' s failure to ronsider 

popllation and repro1u:::t.ion as ooe oft.he Marxian theory's greatest 

gaps. Harvey oontinues in a rat.her derisory way by saying that 

although "the sociological, de!iographic and geographic aspects of 

labour supply are irtlp:>rtant for any general theory of accumulatione.r 

they can be set aside • • . o::nsidering Marx's prinary objective to 

show 11that if misery, poverty and lmemployment are found under 

capitalism, then they have t.o be interpreted as the product of this 

m:xie of prcx:luction and not attributed to nature11
• 

Of course, it can also be alleged that these criticisms of Marx 1 s 

1 setting-aside 1 of the 1 sociological, denographic and geographic 

aspects of l..ab:>Ur supply' oan be extended to the nee-classical 

theor.1 which also does not s_pecifica.lly oonsider them. 

Q1 the demand for labour side, the radicals agree with the marginal 

productivity theory in that "demand for labour is nu:h affected by 

technological change that may substitute machines for -wc>rkers" (Hlmt 

and Sheman, 1975: 248). This is considered a useful theory-in the 

long tenn, i::ut like many other critics of the marginal prcriu::tivity 

theory, the radicals find little useful application of the theory in 

the short temi. Bunt and Sherman (1975; 248) believe that the 

overall derrend for goods is the main detennir.iar1t of l.aJ:our demand, 

and oonsequently 



•w.:ie."1 the overall1 or aggregate, demand for g::x::ds is 
less than the supply in t_l)e market, production 
decliries and workers are unemploye:::i. Unemployment 
rreans that capitalists can set lC>iller wages because 
workers o::mpete for jobs. Unemployment is the 
strongest factor holding down wages." 
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It will be seen later that the situatioo in South Africa is rendered 

rather nore CXJnplex by other factors. 

The introd\X:tian of oollective bargaining requires the droa:>ing of 

the fourth assumption oo the supply side: "Labo.Jr is not organised". 

cartter and Marshall (1936: 241) treat a trade union as a ''nexi.mis-

il'J.g agent" with the follCMi.ng objectives: 

- the union seeks to reflect: the desires of its ment:>ers 

- the union aims to satisfy w:>rkers' preferences for· l1igher rather 

- the union strives to cbtain nore leisure rather than less 

leisure for its nsnbers, at a given in.cane level 

- the union prefers rising n:arj::)ership to falling rcB"i'.i)ership. 

In practice this means trying to arrive at a balance for increased 

wages, incr¢ased total employment and i.'1Creased leisure, without 

alienation of the union. The introou::tion of a union ~_s of 

oourse introduce bargaining and power relationships: 



Dlrenberg and Smith (1982: 338) claim 

''the position and wage elasticity of the lab::>ur denand 
curve are the fundarrenta.l rrarket constraints tha.t 
limit the ability of the unions t.o accanplish their 
objectives". 
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In analysing the effect of demand elasticity, Ehrenberg and Smith 

(1982: 339) state 

"other things equal, the rrore rapidly the labour demand 
curve is shifting out (in}' the smaller (larger) will 
be the reductioo in empl.oynent or the red~o...ion in the 
rate of g:row't:h of employment t.nat will be associated 
with any given increase in wage. Hence, the unions 1 

ability to raise their nent>ers' wages will be 
strongest in rapidly growing industries with inelastic 
labour-detTiarn curves. 11 

Unions are generally unable to increase the demand for their 

menbers' 1.al:x:>ur but they will attempt. to reduce the wage elasticity 

of 1aOOur demand. Unions ' problems are o::mpounded in t.he long te:::m 

since the wage elasticity of demand is rrore elastic' in the long 

t.eo:n. This arises because labour saving technologies can be 

introduced in the long term; alternative sources of labour can be 

cbtai.ned in the long tenn; and canpetition in the long tenn may be 

more serious than in the short tenn. Collective bargaining is not 

the only way in vmich unions attempt to achieve their objectives. 

Ehrenberg and Smith {1982) m=ntior1 unions' pressures for i.mp::irt 

oont...-ols, minimum wages (v.hich are partly investigated as an attempt. 

to increase enployn:ent costs of ~lled workers - apart fran the 

humanitarian issues) , resistance to technological adva.'"lce.rnents, and 
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so on. It is oot. entirely L"'Ue to say that unions always resist 

t.Er..hoological advancements: t.>rrough rollecti ve bargaining, unioris 

oo try to ensure that new investirent does not displace labour. 

Tneir approach is rct against nt?W technology, but rat.her, they seek 

t.o prevent it fran leaving their rrsrbers worse off than before. 

The analogy of a trade union as a rconopolistic seller of labour has 

limited use in an analysis of wage determination because the union 

has oo informatioo en 'What is effectively an cpportunity oost of the 

worker. .'"Ihe worker foregoes altemative jobs or additional 

leisure to offer his services to any particular enployer" (cart:-ter 

and Marshall, 1976: 243}. The m:n:::p::>listic seller concept also 

assunes a closed shop and a::>ntrol crver the supply of lab::>ur. 

N~ither of these situaticns occurs at the unskilled and semi-skilled 

levels. 

If o:nsensus between employers and unions is oot reached, t..'le 

courses open are a strike by the union and a lock-out by the 

employer. Ehrenberg and Smit.~ (1982: 343) have identified four 

points whic.~ a union must consider in the negotiation process: 

- the finn' s profit.ability in terms of t.."!-ie rrarket' s ability to 

withstand an increase in price 

- the ability of the unio.."1. to imp::>se rosts on the finn, which 

depe.."'lds 
1
on whether g::x:rls can be stockpiled by the firm in 

anticipation of the S°"...rike, and v.ihether oon-union supervisors 

can keep the op='Jation g::>ing 
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- the ability of the firm to withstand a strike fran a financial 

point of view 

the ability of the union to withstand a strike in terms of its 

financial resources. 

Closely related to these factors are bargaining pow='-I and attitudes. 

'lbese are considered by Cartter an:1 Marshall (1976: 282} v.ho defirie 

bargaining p::TWer as: "ooe's ability to indu:::e an q::p:xlSilt to agree 

on one's own terms" . 

cartter and Marshall Em}:hasise that bilateral negotiations are still 

subject to ea:n::mic constraints, an:i agreement witt"l unions "does rx:>t. 
• 

Obviate the forces of the ne.rket" '(1976: 285) and they qu:ite Rees 

(1976: 285} in stating that unionisation 

"does oot lead to the replacement of eoonanic by 
p::>litical forces in the setting of wages; rather the 
eo:xx::mic forces are filtering through .POlitical 
groupings, which can delay or redirect them but not 
reverse their flow" .. 

Collective bargaining does oot necessarily lessen the imp::>rt.ance of 

market forces; alth:>ugh it adds an a.OOi.tional dimension to the 

pr~s of wage detennination. 

The interac'"...ion of narket forces w:i. th wage agreements ta.1<es place at 

many levels. Cartter and Marshall (1976: 286, 287) give three main. 

areas: 
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at industry level, in that both e:nployers and uni.ens are aware of 

current wages being paid in their industry 

- local labour rrarket v.ihi.ch o:>vers all irldustries in the area 

- a:mpetition arrong unioos for leadership arrl prestige. 

Collective bargaining rrodels arrl sane of the ea::n:mic theories ~d 

ai;:pea.r to have an underlying premise that trade unicns do raise the 

'INElges of the nati:lers to higher levels than for rxnunion merti:>ers. 

:Enpi.rical studies are ooofronted with the problem of isolating 

similar organisations with and without unicos. The assurnp'""..ion is 

usually nade that negotiated wages c:D not influence the wages of 

nonunion erq:>loyees • This assumption is l'X)t necessarily valid 

because the general level of -wages in ooe (unionised) sector, nay 

have a bearing on the wages in aoot."ler (!Dl-unionised) sect.or. 

Studies usually supp::>rt the view that 11unions do achieve sane 

relative wage advantage far their matbers 11 (cartter and Marshall, 

1976: 302 L although they qu:>te a study by Rees which suggests t..'lat 

a::>llective bargaining nay actually have retarded. the up.tard novemant 

of wages in the p::>stwar period. The view that unions assist in 

raising wage levels is supported by an investigation by Ross and 

Goldner (also m=ntioned by ca.rtter (1976: 30q)) ~ch revealed t..."lat. 

"industrie5 which were becoming rrost heavily organised 'Were those 

experiencing the largest wage increases", although this type of 
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firrling is qualified by sayir1g that tJ1e i.."Ilpact of unions on ·wage 

rates is m::>re ooticeable during recessionary t.i.Ates. This is 

partially because during ti.rres of pr06p""-ri ty and irrproving 

proooctivity, market forces would ensure that wages rise in any 

event. 

Hamermesh ( 1970) has questiooed · the validity of sane studies that 

seek to explain the effectiveness of unions on·wage detenni.nation 

and· anploynent.. One of his main o::ncerns is the use of aggregate 

or industry data an hourly earnings. ~h (1970: 502) states 

"h:xlrly earnings are an average of wage rates for 
different skill classes weighted by employmant in each 
of these classes. The skill mix nay change 
cyclically, for a fi.l:m may increase the proportion of 
unskilled workers as output approaches capacity. 
This anploynent effect wculd give a dc7w1rlward bias to 
estimates of the effects of the level of unemployment 

· en changes in wages." 

In effect the change in wages has nothing to oo wi. th unio.'16 if 

deman:i for the oamolity prcxiu::ed requires an increase in the l.a.1:x:>ur 

force. T'ne problem is one of isolating the true effects of unions. 

Whel1 considering the effect of oollecti ve bargaining on the 

relaticnship between wages and unemployment, Harnerrnesh stresses the 

impor--...ance of taking into account the availability of labour as it 

affects the tieha.viour of wage negotiators. He believes that 

ooilecti ve targ-c:tining models should predict sane effect of 

unemploynent levels on wage rates ... out this e::fect works through the 

relation of' demand and bargai.'1i.ng pov.er rather than through flows of 

lab:>ur" (1970: 504). 
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Mellow ( 1983) has investigated the relationship between unions and 

' size of organisation and found that uni.ens are nore likely to be 

found in larger organisations. Mellow ( 1983: 254) q.iotes Reynolds: 

"large plant size, a high ooncentratioo ratio and strong 

unionisation tend to go togethern. Mellow also found that wages 

were indeed higher in iarger organisations, Wt. notes {1983: 260) 

"a range of argt.m;mts, including substantial fixed 
costs asso::iated wi.th organisatiaal activities, the 
structure of industries with large employers, and the 
nature of the work setting, w.::iuld imply that the 
prq:ortion of 'ft'Ot'kers who are union mercbers increases 
with employer size. Taken together, these two 
ct>servations SUgg'est that understanding h::M employer 
size and unionism interact in the wage det.ennination 
process is imp:>rt.ant in atte!rqT..i.ng to isolate the wage 
effect of either factor." 

It will be seen that the organisations participating in salary 

surveys tend to be the larger organisatioo.s, so it is to be expected 

that their wages will be higher than 00.'1-participating o:mpani.es, 

and that unionisation will be stronger anong t."'1.e larger 

participating arganisaticns. 

There are <Y...her factors that interact to detenni.l"le wages. For 

example, Turner and Jackson (1970} have sought to assess the 

relative importance of eo:>nani.c and n:::>n-eo::>narnic fae"'"""°rs in 

detennining wages. They p:>Se the question (1970: 827): 

"to what extent (Cb) wage and salary differentials of 
various kindsc the distribution of earned inca:ne, or 
even the general distri..btr.....ion of inoore bebMeen 
factors .of prc:xiuction f depend upon I ron-rrarket I 
oondi tions (including such tirings as trade union 



organisation, the institutional apparatus of wage and 
inc::xre determi..nation 1 and so::ia.i or fOlitical 
pressures ) as q::posed to t...~e 'rrarket 1 o::>rrli tions wi t.'1 
which ea:nx:mic analysis is assurred largely to deal?" 
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Tt:leir study covers advancErl market econaniesr planned eoonanies a.00 

less developed eoon::mies. 'l\lrner and Jackson say that in less 

developed eo::xlCJnies, with their nassi ve surplus of uriorganise::i 

labour, real wages do not rise with pro:iu::tivity, but are held dow:l 

until increasing profits are invested, and this investment will th.en 

absorb the 1.alx>ur surplus which caused the low \llages originally. 

(This is the dual nark.et situation.) Turner and Jackson found that 

in spite of a lack of trade tmi.on activity in JXX>r and planned 

e-xn:mies, all ecxn::mies fit into the ''wage-leadership/oost-

inflationu o:::ncept (Turner arxi Jackson, 1970: 839): 

- where prcrloct.ivity is rising, firms firrl it easier to ooncede to 

demands for wage increases than to reduce price:s 

- wage increases in one industry or trade tend to stimulate 

pressures for similar increases in other branches 

- When wage increases ex...."'eed produ=tivity gro.vth, the differe.."lce 

is usually .i;assed on by employers to prices. 

Al t.'1ough unions rray not be as well developed in poor econani.es, 

there are nevertheless pressure-groups (sue~ as . urba..."l employees 1 

soldiers) who effectively perform the same function as a union in 

that they represent a concentrated political force, similar to a 

union. 
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In an investigation into dlanges and trends in ooverage and oon-

ooverage of occupational groups, Gregory and Thans:n (1981) 

highlight the prevalence of national an:i decentralised bargaining in 

the United Kingdon. One interesting finding is that in a period 

Where ,trade union power was "p::>p.ilarly asst.med to have increased" 

(1981: 32), the relative strength of unionism in cne industry rather 

than an::rt:her ''has certain intuitive appeal (rut) it has oo basis for 

other sup::ort than that it happens to fit the figures" (1981: 32). 

Gregory and 'I'hanS7l did find that 

"the oovered (unionised} sector tends to pay a -wa.ge 
premium and ne.intain a relatively stable wage against 
fluctuatioos .. in demand, while in the other (rn1-
oovered sector) wages are nore responsive to .imrediate 
market pressures" (1981: 32} • 

Volatile narket pressures will affect expectations in the bargaining 

situation .• Kaufuan and Wo:;lan (1984) feel that many bargaining 

m::xlels ignore union expectations when n_ogotiations take place 

regarding wage agreements: 

urn addition to the effect of inflaticnary expectations 
on union wages, ~ find eviden-'"'e that union wages 
respond to changes in labour market conditions 'Nhich 
are expected to occur during the life of the o::>ntract" 
{1984: 418). 

Their empirical studies enable then. to claim (1984: 431) that 

"direct measures of both labour narket and inflationary expectations 
I 

are signifieant determinants of unio.'1 wages". 
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The Marxist approach to a study of rollective barg:o~g sees the 

role of the union as one of fighting a rearguard action . Hollander 

(1984: 146) quotes Marx as saying 11trade unions can only check but 

cannot prevent the ck:1wrrward trend" . This dawrrw-ard trend stans fran 

Marx 1 s belief that capitalists have oo intentioo of increasing 

wages, but rather, they will strive to push ti.'1e average standard of 

wages, or the value of larour to i.ts mini.mun limit. 

The evidence ooncerni.ng the effectiveness of unions in increasing 

wages is inoonclusi ve. The previous sections indicate that there 

1I0.Y be sane short-term effects, rut the inability to isolate 

extraneous variables prevents a definite ansvrer in the long-tenn. 

In this study, oovering the period 1978 to 1983, the influence of 

(Black) trade unions CC.l the industrial o::x.mcil system and on narket 

wages ~"lera.lly will be investigated. 

12. MINIM.JM WAGES 

The International Labour Conventioo defines the tenn 'minimum.wage 

fixing' as ·"the fixing of a rate or rates of minimum wages by a 

process invoking the authority of the State" (International Labour 

Office, 1968: 5). Tne ILO sees four mai...-1 purposes for introducing 

~ wage fixing: 

To eliillinate very low wages and bad conditior..s of employment 

generally, in order to enable 



"the workers cx:ncerned to maintain a suitable 
standard of living. For t.rus p..rrpose regard 
should prirrarily be had to the rates of wage being 
paid for similar ~k in trades where the "WOrkers 
are adequately organised and have concluded 
effective rollect.ive agreem:mts, or to the 
general level of wages prevailing in the country 
or in the particular locality" (IW, 1968). 

52 

- To exert ~ pressure oo the general level of wages. This 

p.u:p:>se arises fran the argunent that the general . level of wages 

is to6 low, so fixing minimum wages in relation to the general 

wage level is inadequate. 

- To elimi.."late unfair cnupetition in that oorn.i::etitian in matters 

of price, design and quality of produ::t is the prerogative of 

, producers, ·but that o:xnfetitioo at the expense of workers is 

unacceptable. 

- To prc:note and enoourage a general policy aimed at rapid growth 

an:i equitable distribution of national inci:::me. 

A rninirnun wage is specified in roninal tenns, and IDt. linked 

directly to other wagest or the a::nsurner (retail) price index. It 

is therefore i.ncurri::>ent on the authorities to adjust the minimum wage 

at regular intervals. It will be seen that this has not been the 

case with \ltlage l:oard detenninations L'1 South Africa. 

Rees (1979: 64) makes the point that "the formal analysis of a wage 

increase i.i.uposed oo a a:rnpeti ti ve rrark..et by the formation of an , 

1=-...... ------------------------------------'------·-------



53 

effective trade union is, of oourse, the sane as that for a legal 

mini.rm.tn wage" . T'nere is thus nothing new in the analysis. In 

explaining the effects of minirm.m wages 1 Ehrenberg and Smith ( 1982: 

71) su99est that t..>ie introduction of rni.n.imum wage regulations has 

the i.rrme1iate effect of reducing ern.ployrn:nt but 11
I'X) d:rwnward 

pressure is exerted en the money wage because by law the wage cannot 

be reduced below the n::m:i.nal minimun". In sti.rnulating the ea::n:::m.y 

to reduce unernploy.rent, governments are then confronted by an 

increase in prices, so effectively the minimum wage, in real tenns, 

falls. Employment then increases to its initial equilibrium level, 

'but the e."ltire price structure of the eo::>na:ny" has increased. 

Ehrenberg and Snith (1982: 71) sunmarise 

''What results then is a cycle of m:ini.ttn.:m wage increases 
inducing short-run erployment losses 8 inflation 
redu:::ing the real ·value of the mininu.lrn wage and 
restoring enploynent, and then {g;:>ve.rnm:.mt} .increasing 
the naninal rn:i."limum and starting the process all 
over." 

The above basic description of the effect of rnirri.mun wages is 

simplistic in that it ignores several factors: 

- No aca:>unt is made of an organisation's not a:::mplying with 

m:ini.Im.in wage criteria . 

It assumes that all else remains constant, inclt.rling demand for 

labour, whic..'1 may well occur in a..'1 expanding econany. A shift 
I 

to the right of the dsnand curve would result in an increase in 

employme.'1.t, so it may be tempting to oonclude that employment is 
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rx:>t adversely affected. Hot<Ever, as Ehrenberg and Smith (1982: 

72) a::mrent, the point to ronsider is ''h::Nv did the actual 

ercployment level in the first _period o:::.rnpare to the level t.hat 

wruld have prevailed in the absence of the increase in the 

mini.mtm wage?" It is thus clear that employment will be 

It should be rx>t.e:l that the questicn of wage 

elasticity of demand again enters into the equation. If it is 

less than cne, the total wage bill will increase and could 

therefore increase aggregate demarrl1 therecy increasing tot.al 

enplcyrrelt. On the other hand, if it is greater than cne, the 

t.otal wage bill falls thereby redu:::ing aggregate demand for 

a::nsumer goods. 

Ellrenberg and Smith (1982: 73) have also developed a m:xlel whidl 

discusses the situatioo where minimum -wage legislatioo rove.rs part 

of the "WOrkforce. If a mii.-ri.mum wage is introdu:::ed that exceeds the 

'pre-minimun 1 vage, sane -workers will indeed receive this increased 

waoe (in. the t oovered' sector} , but sane workers wi.11 have to leave 

the a:>Va.red sector for the uncovered sector, where the Ll"lCreased 

supply of workers to the uno:::>vered sector will result in a reduction 

of uncovered. v.;ages. This assumes that unemployment . does not exist 

in uncovered sectors. Employment in toth sec"'"....ors as a whole may 

not be affected, but th.ere will 'be winners and losers in tenns of 

wages. Ehrent:erg and Snith (1982: 74) o::m:Dent: "'lhe gains won by 

s::me groups ,must be weighed against the losses suffered by other 

groups befo~e an una.'tbigtnus conclusion can be reached''. 



55 

Meade (1982: 15) believes that the aim of m:i.n.iinun wage legislaticn 

s.'loold be specified because if such legislation 

"could be so reformed that (its) primary function was 
to prarote employment, the rate of pay o:::>uld oot 
simultaneously be used as a nain inst.rurcent t.o provide 
a socially desirable distribution of ino:me. That is 
oot. to say that every wage set t.o prarot.e employnent 
wculd alvays have undesirable distributional effects. 
On the o:::>ntrary, the two desiderata wculd often 
o:::>incide . • • But this coincidence of desiderata 
wa.ild not always be the case. " 

Meade does not state und.er what a:xilitialS this ooincidence ~d 

occur. 

When mini.mun wages are intro:i~ and enployers feel bound to reduce 

tJ;l.eir labour force i...~ order to keep tlieir wage bill constant, these 

employers al:'e effectively rationing the jobs that they still offer. 

Leffler ,( i...'1 Rottenberg ( ed • ), 1981: 533 ) believes that this 

rationing process can prod~e "a:mpetitive equilibrium under a 

mininun wage constraint (which) can have higher employment and 

higher consurrers ' surplus for the low-wage workers than equilibrium 

in the absence of wage o:nstra.int". 

In considering the aim of mini.ml..n wage legislation, Kaufrtan and 

Foran (1971: 510) pose the question: 

.... what is the a::rnbined effect. of the -wage change and the 
employment change? Th.is question really breaks 
dawn into two questions: 

(1) Wn.at percentage of workers lose their jobs? and 

( 2 } How- d:>es the increased unemployme.'1t a:::mpare to 
the increase in wages? 



The first is the traditional query, the seo:>nd is 
relevant to the total wage bill, or labor ' s share . 
In the short run ootb answers are gi ve."1 by the 
elasticities of the relevant demand curves for 
labour." 
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Meyer and Wise (1983: 67} addressed the same questions in a study of 

employmant and earnings of youth ( "H:::7w large is the employment 

effect, and b:7w large is the earnings effect?") to ooncluie that had 

there been oo mi.n.imun -wage legislation, enployrnent would have been 

between 2% and 7% higher (for different age groups) , and they found 

virtually oo earnings effect. 

This type of result IWSt lead onto the social implications of 

mll1i..rtun wage legislation. Griffiths and Janes (1900: 263) present 
~ 

Katzen 1 s case for wage m.L."li.mun {Katzen refers to the early 1960s in 

South Africa} : 

- wages should be increased since they were below the m:i.ni.ml.ln 

living levels 

- wage increases would be offset by productivity increases due to 

better nutrition 

- wage increases could be achieved together with. increases in 

ercployment becau.se the labour market is monopsonistic 
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- wage increases can result in a redistribution of incare t.o the 

poorer sectors of the eo::n:my, which in turn will lead t.o higher 

overall oonsurnption in the eo::inany. 

Both Ehrenberg and Smith and Griffiths and Jones refute these 

reascns. '!he nai.n social problem caused by wage min.ine is that 

those in employmant are better off, rut those unemployed will beo::nle 

worse off as prices rise. Tnis assumes rx> or poor social security 

services. It seems that a state that int.rOOu:::es serious minirnun 

-wage legislatioo should also introdu::e substantial sccial welfare 

neasures to provide for the unemployed. South Africa nakes oo such 

provision. Malnutritioo is seen to be a problem of poor edu::atioo 

and c-ustans, as well as low wages. Katzen 1 s fourth point is cnly 

v!lid if overall emplo}'lISlt increases. 

Ehrenberg and Smith (1982: 73) express surprise that nost studies en 

mini.mum wages are concerned nore with their effect oo enployrnent 

than whether they reduce the incidence of p::>verty. 

69) has identified 

'!yleo::>te (1975: 

"a body of evidence {'Which sh:Ms) that in the United 
Kingda:n industry-wide agree:rents are normally 
ccncerned chiefly with the fixing of 'm.inirnun rates' 
and for the nost workers are cnly the preliminary to 
the real negot'.i.ations" • 

It wculd appear fran t..."'lls statem:mt that minimu:n wages are no longer 

an assurance that basic living levels will be al:ove subsistence in 

adva.."lced eooncmi.es anyway. 



58 

This brief analysis of rni.ni.rm..In wages has shown that the rrain 

p.rrp::"JSes for int.rOOu=i.ng S'.J.ch m.ini.rra are cnly .r;:arti.ally addressed 

and net. The problan is too o::xnplicated to assume tbat the 

elimination of low \.\ages will be the aut.aratic o6nsequence of 

minirnLln wage legislation. This study seeks to establish 'Whether 

minimum wage regulation in South Africa is in fact influential in 

detennin:ing narket wages. 
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WAGE RBGUI.ATION M.l-\OilNERY IN SOUTH AFRICA 

1 • INTmDUCTICN 

'!his chapter OOtlines the historical develQf(rent of the Industrial 

Conciliation Act and the Wage Act. The purpose is to analyse their 

effect on m.ininu.Jn wages tmtil the refonns in labour legislation 

which resulted fran the Wie.l)ahn Camti.ssioo. Econanic theory cannot 

fully explain the developrents in the l.al:our nark.et in South Africa. 

Fbr oonve.l"ltional the:::>ries to apply, the assumption of a relatively 

l'Ologeneous l.aOOur force t free fran government control mu.st be 

evident. ~"'lt intervention en an ideological basis has been 

a key issue in all labour related matters: the very essence of the 

Wage Act was the 'civilised labour policy' whic."i-i sought to enhance 

the status of White .....arkers; job reservation remained part of the 

Industrial c.onciliation Act: for many years. Nev~....heless, sane 

developrents related to wage detennination will be discussed. The 

nost significant change in the labour situation which arose fran the 

I..ab:::>ur Relations Anendment Act of 1981, that of rerroving all 

reference to race, is also considered. 



2. 'IHE INIX.JSTRIAL o::NCILIATIOO ACT 

'lhis section gives a brief historical background to the Industrial 

Conciliation Act with partiC'..ilar reference to its influence on wages 

in South Africa . The wage regulatory role of the industrial 

council is addressed in Chapter 6 of the dissertation. 

2.1 Background to the Industrial Conciliation Act 

'lbe Industrial Conciliatioo Act, No. 11 of 1924 sought to introduce 

collective bargaining into South African industrial relations by 

providing the fran:ework for industrial councils, conciliation boards 

and arbit..--ators t.."lat would o:ntrol working conditions and wages in 

all sectors of the ea::o::my, except agricultural wark.ers 1 dcmestic 

servants and g:r,,.rernment employees . The industrial councils have 

equal nurrt>ers of employer and employee representatives, the latter 

being rnsri:>ers of registered trade unions •. The definition ·Of 

'employee' pr-ecluded the inclusion of Africans but the 1930 

an:enc:lmant empowered the Minister to ex+...end the scope of the Act to 

cover Africans. This did rx:>t rrean that Africans could bea::me 

neg:>tiating parties to ti'le industrial councils, but rather that 

industrial council agreements would set wages and o:::mdi.tions which 

wa.lld apply to Africans. This was to ensure that Africans could 

not be recruited at wages l~ than those paid to other p:>p.ilation 

groups, th,ereby replacing Whites, Asians and Coloureds by Africans. 

Industrial .~cils, each with its 0¥\lrl ronstitution, negotiate on 

behalf of their industries the wages, hours of ~rk, service 
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o::>n:litions an:l benefits that will be binding in their respective 

industries. The initial legislation excluded pass-bearing Africans 

and, since only African m:m carried passes, African wanen joined at 

least ooe registered union, the Ganrient Workers Union. TlU.s 

loophole VJaS closed in 1953 with the passage of the Bantu Latour 

(Settlerent of Disputes) Act. Under the 1937 amendrrent of the 

Industrial Ccnciliation Act, any of the provisions (wt just those 

referring to "Wages} CX>Uld be exten:ied to those not. cnnsidered as 

f employees I under the Act• By 1938, the ni..mCer of Africans whose 

wages were regulated by industrial oouncil agreernerr-...s was sane 

10 000 {van der .Ebrst, 1942: .247). These unrepresented Africans 

oould, in terms of the 1937 Act, be represented by an 'inspector' 

appointed by the IV.J.nister. 

SUbsequent ame."ldments to the Act further excluded Africans, until 

the 1959 anendm:mts 

"souaht to ·make certain that nci African would be able 
~ . 

to t.aY~ part in any deliberations um.er the Act. 
Section 21 (stipulated} that 1 no native s..Fiall be 
afPOinted as a representative of the employees or as 
an alternate to such a representative' on industrial 
councils . . . Sectioo 37 (stipulates) that 'no native 
shall be appointed to represent the employee parties' 
in connexion w"i. th disputes under the A..rt" (Doxey, 
1961: 138). 

In 1975~ 27 job categories were still subje-..."t to job reservation, 

with 16 of these being enforced (du 'Ioit~ 1981: 65). The 1956 Act 

and the 1959 ~""lt . "placed in the hands of the Minister of 

Larour sweeping powers which enable him to detenni..1'1e Y-:..i..rt.ually 

arbitrarily the part which each race can play in the labour rrarket 
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••• " (Doxey, 1%1: 143). Al ... 1-..~ .. gh ~~a ~!VU S'=''-'~ n 77 of the 1956 Act 

clai.rced that job reservation was aimed at "safeguarding against 

inter-racial carq:etitia.'111
, it was simply a method of preventing 

Africans fron Pt"O¥essing into p:::>sitions where they would threaten 

White "hUrkers. The eoonanic effect of this is presented by Doxey 

(1%1: 143): 

11Not ooly is the ncn-white prevented fran the 
OH;QrtUnity to rise in the job scale and cx:nsequently 
denied the Chance of reveal~ his true capacity, rut 
the efficien..."Y of the White is redoced through lack of 
effective an:i healthy ocm_petitiCD." 

Doxey (1961: 144) continues: 

,. 
"'Ihe powers granted. .in the Act. enable the Minister, for 
example, to reserve an occupation for a particular 
race even in cases who..re there may be no members of 
that race doing such \\l'C>rk. 11 

Du 'f'Oi t ( 1976: 128), in discussing jOO reservation states: 

"It is stated rrore specifically, that the principle is 
applied not so muc.11 for the protection of all races 
but. nore so for Whites. Assurances by the authorities 
that it is a measure of protection t.o all are 
considered to be n:>thing but eye-wash, since the 
pri.n:er.t aim is t.o prevent non-Wnites fra:n taking ov~r 
the jobs of Whites. 11 

· 

The euphemistic justification of job reservation as a 'safeguard' is 

extended to mixed trade unions in that, according to the·l951 

Industrial Legislation Ccmmission, mixed unions did rot provide 

"adequate protection for the eo:>nanic interests of miI10rity groups, 

particularly in times of eoonanic depression" (in Doxey, 1%1: 148). 



The Camri.ssion believed that lack of acceptance of racial 

differences v.a..ild lead to 'racial strife' , to \llihich Doxey ( 1961: 

148) adds: "'llle feeling tllat racially mixed unions lead to racial 
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strife is l::lased not upon exp:rierice but rather o:>nject.ure". Since 

Africans were oot accepte::i as 'anployees ' under the Act, the term 

'racially mixed' refers cnly to Whites, Asians and C.Oloureds. 

2.2 Activities of the Industrial COtmcil System 

'Ihe 1983 SUrvey of Race Rel.aticns in South Africa gives details of 

the industrial oouncil system in rece.."lt years. These are shown in 

Table 3 .1. 'Ihe nunber of industrial councils has hardly changed 

over the period 1972 to 1982. Only 1982 shows a drop in the nurrber 

ot agreements, fran an average of 100 in previous years to 84 in 

1982. The rnmi:>er of employers has risen by 33%, am ~ nunt>er of 

employees by 27% in the pericxl. urrler consideratipn. 

'lb.ere has teen a wide diversity of opinion relating to the 

Indu.....~ial. Conciliation Act in general and the industrial. council 

system in par...icular. It is not the intention to present a broad 

discussion of this opinion, but rather to p::iint to sane perceptions. 

Doxey (1961: 136) feels that "the system of industrial councils has 

worked well in sections of industry where the workers are ~11 

organised" • 
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TABLE 3.1 

INDUS'TRIAL OYJNCIL AGREEMENTS .AND EMPI.DYEES OOVERED 

Nurrber of Nurrber of Number of Total 
Year In:J.ustrial Agreements Errployers Einployees 

Councils 

i972 103 102 36 235 997 875 

1973 103 97 38 757 1 025 395 

1974 102 104 38 894 1 065 191 

1975 102 92 39 146 1 046 1.05 

1976 102 102 41 124 1 065 366 

1977 liU 102 39 933 988 372 

1978 102 99 39 528 995 299 

1979 101 102 40 483 1 045 929 

1980 105 98 41 280 1 095 472 

1981 104 99 46 668 l 265 008 

1982 104 84 48 309 1 267 222 

Source: Survey of Race RelatiorlS in Sooth Africa, 1982, 1983 



Jowell (1979: 373) st.ates 

perhaps t.."ie rrost imp::>rt.ant asset the Industrial 
Conciliation Act has is its credibility . . • Though 
the Act • • . is pennissi ve in the sense that neither 
industry nor workers are a::rnpelled to use its 
provisions, they have ao::epted it as a useful piece of 
machinery and have teen willing to take advantage of 
it." 
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JO\lolell ignores the fact that nany of the independent unioos at first 

rejected registration and the industrial oouncil system and that 

today there still persists a straig critique of the industrial 

council system, eSpeci.ally in the engineering industrial council. 

'Ibis is discussed again in Chapter 6. Generally, the tentative 

acknawledgement that there may be sane merits to the Act, is 

outwc-ighed by adverse q;>inion concerning its failings and 

inadequacies. Tne cnments of Jones and Griffiths '(1980: 26) are 

typical of nore noderate opinioo: 

"'!here oan be little doubt, in retrospect, that this 
Act has been successful in creating viable machinery 
for industrial neg::>tiation and tl:le settlement of 
disputes. However, by excluding the najority of 
male Black workers fran nanbership of registered trade 
unions it effectively eliminated their representation 
on industrial councils and denied them a say in the 
collective bargaining process. In subsequent years, 
White workers were able, therefore, to enhance their 
position through the rner....hani.sm of free bargaining and 
trade tmion msnbership. " 

(The reason for excluding male Black workers is discussed earlier in 

this sect.ion. ) 
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Al though an industrial council agreement cannot discrimL.Jate in 

wages and working o::.>nditions on the grounds of race or colour, 

Griffiths and Jones (1980: 155) claim that such agreements 

"do, obviously, discriminate on the grounds of grade of 
work perfonned, Which invariably implies racial 
discrimination when the job hierarchy is racially 
divided because of job reservation, 1 closed shop' 
arrangements, or other i.Itpe:iiments to Black vertical 
job nobility In practice, therefore, the 
stipulatioo of 1 oo racial . discrimination' in oouncil 

. agreem=nts has traditionally been by-passed. 11 

Wnile it is true that the job hierarchy is "racially divided", this 

is not only caused by the fact.ors rcentiooed in the preceding 

paragraph: there are hurran capital aspects which also partly 

acoount for the structure of the job hierarchy along racial lines. 

'l\1e reascns for this n:a.y be found in edu::::ation arrl training, which 

are in turn based on p:>litical considerations beycnd the scope of 

this discussion. 

The exclusion of African representati0i.1 oo. industrial councils is 

one of the reasons for the discontinuity in the minimum wage pay 

curve at the grade beyond which Africans have traditionally not 

,Passed, that is, at the grade 'Where Whites take over. Apart frc:m 

the artificiality of job reservation and its adverse effect oo 

econcmi.c growth by limiting the supply of certain categories of 

labour, its o::ntinued practice (oertainly until all job reservation 

legislation was ab:>lished) had a profound effect on wages: "it 

exacerb3.tes
1 
the inflation of lab:>ur costs . . . through the necessity 
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of paying 'rn::nq::oly premiums' to existing la.t:our o:xnplerren.ts" 

(Griffiths and Jones 1 1980: 171). 

A a::mnentary in the South African I...arour Bulletin {1977) claims that 

there are problems with the system beyond discrimi.natioo.: 

"it would be a mi.stake to see the Industrial Council 
system merely as ... racially discriminatory • • • It 
is also a system through which the state and employers 
can (o::::intain) and have contained working class 
anbition. This has ·been achieved by severely 
circumscribing and limiting the legal right to strike 
oo the part of the -workers. 11 

Previous o::mnents 'wo.lld indicate that subsequent legislation 

succeeded in protecting Whites, to the detrinent of other races, 

particularly Africans. This practice '\liaS to continue until the 

Wiehahn and Riekert reports which "addressed themselves t.o job 

reservation in all its forms, whether statutory or traditional. 

They have c::mni.tted themselves fi.Dnly to the aboiition of statut.ory 

fonns of job reservation and have beo-n backed by Government ... " 

(Jowell, 1979: 386). 

Before CXXlSidering the changes brought about as a result of these 

reports, the other main. item affecting wages will be discussed: the 

Wage Act. 



3 • THE WAGE AC:r 

While the Industrial Conciliation Act is o:mcerned with unionised 

lal:our, and extended to oover 0CX1-unionised Africans Who are 

emtployed in industries with unionised labour for other pop..ilation 

groups, the Wage Act No. 27 of 1925 a::>vered the wages and working 

a::nlitions of UIX>rganised lal:our. Excluded fran the benefits of 

wage detennina.tions nade in terms of the Wage Act are employees 

within the scope of the Industrial Ccnciliation Act, fann labourers, 

danestic servants, apprentices, government e:rg;>loyees, and several 

other categories. 

3.1 Background to the Wage Act and the ncivilised Lal::nrr Policy' 

In tenns of the Act, the Minister appoints a wage lx>ard consisting 

of three nenbers Who are emp:::JWered to investigate wages and 

employm=nt oonditions. The original p..irpose of the Act was clear: 

[X)xey (1961: 155) describes it as a "racial oolster". He o:ntinues 

"the Wage Board was given the express instructiaq. to. 
fix wages at a level which wculd enable -wurkers to 
maintain a civilised standard of living, with due 
regard t.o costs, OOth of living and production / and t.o 
t.."l.e value of paym=nts in kind". 

Van der Horst (1942: 250) describes this 'Civilised labour R:>licy' 

as "cne of employing E"uropea.n lai:::our on unskilled and seroi-skilled 

work at wages higher than t..'1-tose prevailir1g for that type of work". 

Du Toit (1981: 63) rrain:tains that inspectors of the Depart:m:mt of 
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I..a.l:XJur ''v.ent so far as to state that 'under oo circumstances would 

Natives be regarded as civilised larourers'". 

'lhe wage board was also required to a::msider the ability of 

employers to pay higher wages. Van der Horst ( 1942: 254) notes 

that the wage board "s:on (after its inception) fouoj that in all 

industries in Which its reference covered unskilled workers it cx:>uld 

not recc:mnend a 'civilised' wage, taking into oonsideration, as 

required, the ability of anployers to carry oo if they were required 

t.o pay higher wages" • C.OOSidering the ability of employers t.o pay 

higher wages was .i.mp:>rtant in that ooe of the wage board 1 s aims was 

"to avoid oolding back the prodlrti. ve energy of the country" (Llr-as 

in Nicol, 1986: 4). 

Under the Wage Acts ~. 27 ·Of 1925 and No. 44 of 1937, the wage 

board was OOund to investigate any industry (or part thereof) oo 

request by the Minister or on applicatioo by any trade union or 

employers' organisation registered ii"'l terms of the Industrial 

Conciliation Act, or by any number of employers or employees r if oo 

union or organisation existed. The Wage Act, NO. 5 of 1957 granted 

ooly the Minister the right to instruct the wage b:>a.rd to oondu..-""'t an 

investigation. P...lrt.her, the previous Acts allOlf.ed a trade union to 

naninate an additional nl3Tber to the wage boa.rd. Tne 1957 Act 

changed t..-.Us so that ooly the Minister could appoint assessors. 

D::>xey { 1961: 155) cc:mrents CX'l the significance of these arrer1drrents: 

". . . while .·· the Act expressly forbids differentiation or distincticn 
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oo the l:::lasis of race or oolour, cne may detect in the new provisions 

discriminatory intent". 

It might have been expecte:l that the Wage Act would address the 

wages of those excluded £ran the Industrial Conciliation Act: the 

Africans. The o:nments of van der Horst (1942: 257) shCJN that this 

did not occur: 

"In practioe this has not been the case {the Wage Act's 
being primarily concexned wi.th 'Natives 1 

) , for until 
1937 it (the wage .board) v.as precluded fran 
rea::mrerxling wages upon Which workers wculd not be 
able, in its cpinion, to na.intain 'civilised 1 

standards, unless such rates \'Jere specially sanctioned 
by the Minister of Labour. 11 

It is interesting to note that enpl.oyers feared that the wage 
~ 

board's determinations would o:mpel employers to pay wages 'Which 

they oould not afford, a.00 so they were 'Y..een to fonn industrial 

councils. Niool (1978: 3) quotes the wage lx:ard: 

"At the tirre when the wage board was set up very little 
use had been made of the Industrial Conciliation Act, 
except in ~'le printing and building industries. By 
the passing of the Wage Act a tremendous fillip was 
given to the formation of industrial councils." 

'!he fears of these employers were largely unfounded since, as Nicol 

{ 1986: 5 ) p:>ints out: 

"The roard did not dictate ~scientifically' 
sanctioned 'civilised' wages. Rather, after rnu:h 
consultation with employers and workers, it set 
mW.mum wages approaching those pa.id by . 1 employers of 
good repute' ..• in practical terms the object of the 
wage board was to nove all "Wages up t:o,.ards t.'lose 
currently paid by t.he gcod employers." 
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It 'Will t:e seen in subsequent chapters that this is cer+-....ai.nl y oo 

longer the case . 

. It is clear that the 'civilised lal:x>ur policy' was introduced to 

favour Wnite workers. Ccmnents that the wage toard benefitted 

Black workers must be treated with caution: Jcnes and Griffiths 

(1980: 28) maintain that 

"In practice 1 the Board • • • tended to reo::::mnend higher 
.mininun wage rates than •those which had generally been 
paid previously to the workers affected, and so it rray 
be argued that the Act tended to benefit Black workers 
in the years following its enactment • • • if there had 
been a a:mpletely free rcarket for Black jobs, the 
level of wages which \\'OUl.d have resulted rray well have 
been an econcmic equilibrium, but, socially, \<VOl.J.ld 

~ have been unacceptable " 

Imnedi.ately after its enact.m:mt the Act specifically benefitte:i 

White workers; the wage 1:x:ia.rd also found it was unable to rrake 

rea:mnendations regarding certain unskillecl categories tecause of 

the inability of employers to pay (van der Horst, 1942: 254). This 

. type of action did not benefit Black workers, as clai.ned by Jcnes 

and Griffiths. Their a::mnents are applicable, oot in the years 

ircrnediately following its enact.nent, but rather later. 

Q:mnenting on the redrafting of the Wage Act in 1937, van der fbrst 

(1942: 258). states: " ••• it (the Wage Board) has not yet attanpt.ed 

to raise t.he wages of the l~st paid 11 
• Indeed she quotes (1942: 

259) figures fran t.11e Departm:mt of LaOOur that "over the period 
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1932-7 there -was a fall in the number of employees, including 

Natives, directly affected by wage determinations, their nurrber 

being approximately 73 000 at the end of 1932, ..• an:i 69 000 at the 

end of 1937 11
• Van der H::>rst o:>nt.L'1ues : "'lhe irnp::>rt.ance of ... 

wage regulation in the market for Native labour lies in its effect 

not so nuch upon the privileged few whose wages may be raised or 

protected by these rreans as up:::>n the rcany to whan OfPOrtuni ties for 

employment are t.hereby closed." 

Wage determinatioos are thus unilateral actioos by the Minister, 

acting on the reo:nm:mdations of the wage 1::oard. These detennin-

ations have oo specified pP-riod of enforcenent. Rather, they 

remain in force indefinitely until amended, cancelled or superseded 

by subsequent Ministerial decree. 

3.2 Wage Board Activi~ 

Wage l:oard activity has waxed and waned, with singularly redu::ed 

activity during the 10 years after the Nationalists• o::rning into 

~ in 1948, apparently because of their cxmnitrcent to 

"st.abilizing wage rates, (in order) to harmonise with the Qo-.,,ern­

ment' s overall objective of pratOting eo:inanic growth without 

indocing inflation" (Griffiths and Janes, 1980: 100). The annual 

average of deteon.i.nations halved in the period 1949 to 1958, when 

canpared. to t}le pericrl 1945 to 1948. Fran 1959 to 1972, the annual 

average of · determination increased by sane 230% over the previous 

pericxi. The 1973 to 1977 pericrl shows an increase in the annual 
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average detenninations by 26% over the 1959 to 1972 period. The 

last period follows t.."le 1973 Durban strikes When wage lx>ard ac+....ivity 

increased significantly. The authors illustrate the wage board 1 s 

activities, as shown in Table 3.2. 

'Ibe rn.mber of wage board detenninatioos has decreased by 14% fran 

1971 to 1982. The nurrber of enployees subject to wage 

detenninations has risen by 18,6% in the same period, as s1'1o.tm in 

Table 3.3. 

4. THE EF.FECrs OF MINIMJM WZ\GE LEGISI.ATICN 

At:. this stage it is useful to pay sane attentioo to the effective-

ness of m:inimt.tn wage legislation in tenns of its inp:t.ct. en wages in 

South Africa. The roles of the Industrial Ccnciliation and Wage 

Act.s have· changed since their inceptioo. This will also be 

considered be...-'=ore returning to the changes nade to the Industrial 

Cbnciliation Act as a result of the Wiehahn carmissio.."1' s 

reo::mne."'ldations • 

The effects of both the Industrial Conciliation Act and the Wage Act 

have c..~ed through the years. Nicol (1986: 21) believes that t.he 

ir1teraction between the two has had profot.md effects en trade 

unionis.-n: 
; 

! 
"Since the 1920 's, grCMIL"1g unions which have failed t.c 
get recognition fran employers have turned to the Wage 
Board as a substitute o.pponent outside t.he factory. 
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TABLE 3.2 

WAGE BOP..HD ACTIVITY 

Dstermi.nation 
Year 

New Amended Total Annual Average 

1945 - 1948 28 4 32 8,0 

1949 - 1958 31 8 39 3,9 

1959 - 1972 167 14 181 12,9 

1973 - 1977 26 55 81 16,2 
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TABLE 3.3 

NuMBER OF EMPI.DYEES SUB...JECT' TO WAGE DETER~..TIONS 

Year Nurrber of Detenninations Total Employees (all races) 

1971 76 481 087 

1972 75 490 135 

1973 72 407 466 

1974 69 401 293 

1975 69 411 402 

1976 '69 411 939 

l<J77 69 415 578 

1978 69 414 Sll 

1979 69 418 130 

1980 70 470 865 

1981 66 568 761 

1982 65 570 430 

Source: Survey of Race Relations in South Africa,. 1982, 1983 

I 



The existence of the Wage Board has legitineted 
certain v.10rker strug:;les which, had they been directed 
against enployers i.rme:iiately, would have been 
suppressed. In other instances initial worker 
organization round (sic) demands rrade of the Wage 
Board have led to -anployer recognition and the 
fornation of irrlustrial councils. In the 1930's and 
1940 's, the Wage Act became the central elercent in t.'1e 
organising strategy of emergent Black. trade unions as 
well as a main weap:l£l of the State in disorganising 
an:l side-di.annelling the Black uni.on novement." 
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In 1971 Steenkamp OOubted that the legal oolour bars had served any 

p..irp::>Ses in the Fifties and Sixties, and indeed before that. The 

Industrial Calciliation and Wage Acts oould wt prevent Africans 

fn:m working in jobs ~ch. had been the d:main of Whites. The 

demand for labour exceeded the White suwly, and in &J:Y event the 

suwly (improved in terms of quality) of African. labour resulted in 

o::aupeti tion wi. th less produ::t.i. ve White labour • 

Doxey ( 1961: 112) describes the c:nflicting views of the govern:.i:ent 

(Which believed minimum wage re;ulation was essential to preve.'1t the 

"debasement of White wages"), and the opposition (Which maintained 

that mini.mun wages would bring about precisely such "debasement 11
} • 

Doxey rs argunent ( 1961: 113) is that the civilised labour policy was 

"the means of preventing nc.n-wru.te encroachment on White preserves", 

rather t.rian a single-mi...'1.ded attempt merely to set high minimum 

wages. 

The civilised 1.aJ:x>ur p:>licy was clearly an attempt, in D::>xey 's words 

(1961: 114 {: "at bolstering WU.te supremacy" . The int.e..."'":Pretation 

of ' supremacy' should be one of econanic privilege rather than 
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p:Jlitical advantage. The wage tea.rd o:>uld not preve.r1t African 

advancanent. This was Cbne through job reservatioo . Du Toi t 

(1981: 63) believes that the results of the civilised lab::>ur policy 

were 11a worthwhile investment that yielded rich dividends in 

p:Jlitical stability". The wage board was paternal in t.."'ia.t Africans 

were not pennitted to negotiate for themselves, but rather they were 

to accept the rulings of White officials. Steenkamp ( 1983: 65) 

states that W'here the interests of Africans had been inproved by the 

legislation, this has been "largely accidental" . 

The period fran 1936 to 1949 ~ the wage l:nard paying ''rrore 

attention to unskilled lab:>urers" (van der Horst, 1942: 258). 

Spandau (1972: 379) manticns the "considerable evidence for social 

ct>ncern on the side of the wage board". Spandau substantiates this 

by qooting fra:n the 1937 Wage Board Rep::>rt. that "in recent years 

there has been an :i.."lCI"easing appreciatior1 of t:.~e necessity for 

inproving the wages and other oonditicns of employment of unskilled 

workers". He continues to give figures which indicate tbat the gap 

between skilled and unskilled workers reduced during the war / which 

he attributes to a great extent to the 'a:>st-of-living principle' 

prescribed by means of War Measures. These helped the lO'wer inccme 

groups prop:Jrt.iona.tely nore than the higher inccme groups. A 

further develofXie11t was the appointrrent of a Controller of 

Industrial ManpoYJer i.ri. 1941 • This led to the freezing of skilled 

wages and to the dilution of many categories of work in the 

e.'1gir1eering industry (Spandau, 1972: 381). As a result, the wage 

board had little impact on· the wage structure of tJli.s period. 
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Steenkarnp (1983: 67) notes that the 1 civilised labour policy' W3.S 

largely dropped in 1937, after which "the wage l:oard (was) required 

ool y to 'rep::>rt' en which classes of ernplcrjee required wages 

sufficient to enable them to uphold 'civilised standards of life'. 

In 1957, the provisicn was watere:i &::7NI1 still further." 

It has already been mentioned that wage board activity increased 

after 1957. Steenkamp (1983: 78) maintains that the Wage Act "cane 

to be employed nore an:l nore ~ • • to improve the living standards of 

Blacks. Indeed, in view of the oversupply of unskilled Black 

labour, it is nDSt d::xlbtful that the real wages of the Blacks would 

have risen at all without govermient interference and the support 

the government received frcm enlightened ;employees... This 

statement would .indicate that the rninimun rates were effective in 

setting actual rates (of unskilled (African) workers), which 

presunably neant that actual and minimun rates were fairly close. 

Yet Spandau (1972: 383) states that 11since 1957 (there) has been (a) 

wide discrepancy between rri.i.ni.rm.ni. wage rates prescribed by the Wage 

Board • • • and real · average earnings " There is certain 

evidence to the ocntrary. The Report of the National Manpower 

Ccmnission (1982: 39) gives a a:mparison of the wage l:x>ard figure 

with m=di.an wages of adult male lal::ourers in t..tie Witwatersrand area. 

Table 3.4 gives scm: of the o:mparable figures. 

The table 'shows that at the tine of determination, wage board 

figures are a:xnparable to market rates. Indeed, the National 



Industry 

Olemical 

Tilrber 

• 

TABLE 3.4 

COMPARisa~ OF MEDIAN WAGES .1\...ND WAGE BOA.RD Rfu"'ES 
FOR CERI'AI.N L~STRIFS 

Date of Wage Me:iian Wage 
Detenninatioo Wage Detennination 

2/64 6,00 6, El' 
12/70 8,65 8,50 
lf!J/75 20,00 18,00 
1/80 29,44 28, 50 

1/68 6,00 7,00 
9/75 11,52 14,50 
4/81 20, 25 28,00 

... 
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Manpower Carmissian (NM:) Report (1982: 39) states that "in nost 

cases . · . the wages are fixed at a higher level than that prevailir1g 

in t..>ie market" , (The NMC could cnly have been referring tc its 

four selected industries, because it states a few lines lat.er: 

"'!here is nevertheless reason to accept t.hat actual wages, as 

reflected in nedian wages, are generally· higher than l'.4Vs (min.iJru..Jn 

wages) for a cnnsiderable part of the work force." The N'1C does 

not lay any blame en the wage boa.rd; rather, it attributes the wage 

differentials to 11a great demand for laOOur "'1i.ng to the growth in 

the eocnany" • 

Pursell (1968: 87) analyses the wage board 1 s impact on unskilled 

lal:ourers' real earnings. He cbcxlSes the perio:l 1957-1966 because 

he believed that "this is til.e period in which wage detenninations 
• 

were made with a view to improving Bantu earnings 11
• In the 

nanufacturing and related trades, P-ursell classifies the industries 

into four groups acoording to the i.Itpact of the wage board. Table 

3. 5 presents sore of Pursell 1 s figures in order t.o illustrate the 

basis of his f.innly held o::nclusions. (Not all industries have 

been given here.) 

Pursell (1968: 89) cx:::ncludes that in Group A "the Board's prescribed 

min.i.Im.lm wage rates generally substantially improved lalx>urers' 

average real earnings". Referring to Group D, Pursell states: 

"the Board's prescribed minimum rates did not increase Bantu real 



TABLE 3.5 

I.AB:xJRERS I AVERAGE REAL WEEKLY EllliNINGS, REAL MINIW\ AND 
THE IMPACT OF THE "WAGE ID.Z!JID ~ REAL &\RN""I.NGS , 

BY INOOSTRY AND lJRBAN CENTRE 

(October 1958, R = 100) 

Urban Centre 
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Industry Year cape TOn'n Johannesburg 

Real Real % Real Real % 
Earnings MinimLln Increase Earnings Mini.mun lncreas 

Group A 

Q:)al 1964 6,11 6,19 1,3 4, 74 5, 75 21,3 
Q.iarrying 1962 5,46 6, 56 20,l 4,55 5,89 29,4 
Heavy Clay 1962 5,07 5, 95 17,3 4, 51 5,68 25,9 
Cem:nt 1962 6,16 6,65 6,3 5,26 6,27 19,2 

Grouo C 

Metal 
Containers 1965 7,45 7;64 2,5 7,18 7,21 0,4 
Chemical 1964 7,18 6,54 0,0 S, 95 6,23 4,7 

Group D 

canning 1958 6,84 5,88 0,0 6,60 5,63 0,0 
Soap 1963 7,27 6,57 0,0 7,01 6,38 0,0 
Ceramics 1962 5,26 5,49 4,4 6,25 5,49 0,0 
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earnings II • His sunrnary of the Manufacturing and Retail Trades is 

that 11nost determinations increased Bantu real earnings, the actual 

increase ranging fran slight improvements to substantial increases". 

It is difficult to accept Pursell's oonclusions merely frcm the type 

of figures presented in Table 3.5, since only one year is oonsidered 

for each industry. Further, it is not p:>asible to a:::nclude -that 

all lal:ourers' real earnings have increased, merely fran an analysis 

of the figures applicable to the wage }:x)ard's sphere of influence. 

At the stage in his publication where Pursell presents his tables he 

has na.de no m:mtion of other factors that may affect wages. Later, 

Pursell (1968: 92) st.ates "A good deal of this increase (of Bantu 

real earnings) is traceable to direct Wage Board action. But by 

1964/65 it becane apparent that the Wage Board was not the only 

force acting t.o increase Bantu real earnings." Only at this stage 

is employnent oonsidered: "the substantial increases in Bantu real 

earnings nay have encouraged a rise in Bantu unemployment" (1968: 

95). Pursell also states {1968: 95) that "employers have becane an 

i.rcµ>rtant variable in explai..11.ing higher Bantu real earnings" . 

Spandau (1972: 385) disagrees with Pursell's view that wage board 

p:::>licy was to i.Irprove the lot of Blacks {relative to Whites). 

Spandau illustrates how average racial wage differentials widened 

during the p±xties, toth in absolute and relative tenns. For 

example, 
! 

between 1960 and 1970 W.nite wages in ma,,'1ufacturing 

increased by 94% :fran Rl58 to R307; the cx::mfiaXable increase in 

Black wages was 82% fran R29 to R52. 
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It is difficult to interpret the results of wage determinations as 

reflecting the view of the g:>vernment (after 1952} as is clai..med by 

Pursell (in Spandau, 1983: 383): "the official Wage Board 

differentials should provide an indication of g:>vernrnent p::>licy". 

nus is rontrary to the philoscphy of the wage board, but further, 

the statanents made by Ministers gave little indication that they 

were in favour of achieving a nore equitable wage structure . This 

is not t.D deny that the wage 1x>ard had sane effect on wages in the 

Sixties and Seventies, if cnly in tenns of conparable indices of 

oonst.mer prices and wage board rates. Figure 3 .1 (taken frCrn the 

NM: Report (1982: 38) shows the result of such a a:nq:arison. The 

extent of this effect sb:>uld not be exaggerated. Steenkamp (1983: 

7~) states that "It is highly questionable \tJhether (the rate of 

increase of real Black wages in a:mpariso."'l with those of Whites, as 

a .result of wage boa.rd detenninaticns) the sane results would have 

been achieved by unfettere:i Black trade unionism en its 01Nn
11

• 

Spandau {1972: 384) believes that wage detennination did prevent 

low-i;:aying finns undercutting their higher-paying a::mpetitors, but 

he o:ncludes that "the actual na.rket forces have had a greater 

.inpact oo · Sout."'1 African wage differentials than is generally 

realised". 

Whe.11 oonsidering the problem of wage regulation i.."1 the early 

Sixties, van der Horst (1976: 116) not.es t.1iat "there was at least 
/ 
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fairly general agreerrent t:Jiat the wages of Africans oould not simply 

I be left. to market forces in such a fragmented and imperfect market, 

where t.'le supply of African labour was channelled and controlled to 

\ 

such an extent 11
• This was one of the justifications by eronanists 

for st.ate intervention in wage regulation, although there was n::> 

consensus oo h::Yw minimun wages should be laid cbwn. Van der 

fbrst 1 s (1976: 123) overall conclusion regarding wage rates during 

t.he period 1948-76 is that greater wage drift resulted in higher 

actual earnings of Whites o:mpu-ed to Asians and Coloureds. 

Regarding Blacks, she o:mi:ents ''Wnere jobs· have been broken dcMrl to 

pennit parts to be Ckne by less skilled (Black) labour the rates for 

such work have frequently been very m.x::h l<YvP-r than those for the 

whole job". 

It will be shown in later c::hapters that wage l:x>ard determinations 

are beo:::ming less and less effective. For example, the Q.larterly 

Bulle+....in of the Southern P..frica Labour and Develoonent Research Unit 

{Saldru) (4/1984: 24} has calculated that in 1984 two-thirds of the 

minimum wages set by the wage boa.rd for l.abourers ~ a decline 

in real tenns. 35% of the labourer categories received rx:> 

increases at all in 1984. Saldru show's that one of the reasons for 

such decreases in real wages is that the average time between wage 

detenn.inations is 19 months, whereas the average for industrial 

oouncils is 12 rronths. Of o::>urse such decreases cannot. be 

attributed only to the period between wage determinations. Errrodi.ed 

in the forin and the p:::>litical nature of the wage board are many 
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other factors, in particular the great emp:-iasis pa.id to "ability to 

pay" on the part.of employers. 

Although this discussion is largely concerned with the \¥age 

detenninati~ process on the part of the wage toard, it is useful to 

tum briefly to the industrial councils. The effect of industrial 

councils en minimun wages is dealt with· in subsequent chapters, so 

the following paragraphs CXXlSider briefly certain topics that are 

rot dealt with elsewhere, but are relevant to this section. 

In certain cases industrial councils set unrealistically lCM mini.mLin. 

rates for nany categories, including labourers and artisans (Saldru 

Quarterly Bulletin, 4/1984: 23). There is little OH?Qrtunity for 

• bargaining at plant level to increase these rates because anployers 

insist an negotiations at (centralised) industrial council level 

only. 

" 

The Sa.ldru Bulletin a:mnents: 

if narket forces ocmpel all employers to pay nore 
skilled workers far above the oouncil-prescril::ed 
'minimum wages' , narrowing the differentials between 
mini.mun rates for skilled and unskilled workers can be 
neaningless - the industri.al o::>uncil becx::mes a snare 
an::l a delusion". 

Althou.gh Saldru believes that "a Qentral authoritative wage-

regulation body • • • is a necessary goal of union organisation", it 

feels that 11 the industrial a:>uncil system • • • has become incapable 

of playing SUch a role • • • II Lack of unionisation on the part of 
/ 

Black workers and the exploitation o~ the industrial council system 

(by employers' using their ONn job evaluation and pay structuring 
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system; in plant level negotiations} mean that 11 industrial councils 

are oot merely losing a::>ntrol of wage levels but of the whole 

structure of remuneratioo in industry" (Saldru Quarterly Bulletin, 

4/1984: 23). 

The Natiaial Manpower camri.ssion (1982: 28) gives a ccmparison 

between the annual percentage a:ttp:llild increase in mi.nirm.Jrn wages 

agreed by indust.rial oouncils and the CXXlSUIIer price index (CPI ) • 

Table 3.6 gives the figures. 

'Ihi.s type of data does oot necessarily indicate an i.mpr'ovanent in 

earnings. An analog:ius sitilation is that Black wages have been 

rising (in percentage tenns} faster than White wages, yet the wage 

95P in Rand tenns continues to increase. Similarly, an increase in 

mininun wages that is larger than the CPI <:bes not necessarily mean 

a higher standard of living, or reduced White/Black differentials. 

It 'WCUld appear fran the preceding discussion that there· is little 

agreement in the literature regarding the effectiveness of minirnu:n 

wage legislaticn in South Africa. At ti.rces spurious reasoning has 

been applied to the interpretatioo of the avail.able data. On other 

occasions prejudiced opinions are expressed. On b:tlance it seems 

that· minimum wage legislation certainly improved the wages of White 

workers in the early days, but that the effect on Black wages in 

later years. has been oonsiderably reduced . The value of these 

. r 
o::::mnents is limited because little evidence is available an the 
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TABLE 3 .6 

WCREASES IN MINIM.JM WAGES (IC) AND THE a:NSUMER PRICE INDEX 

Industrial Council Period An.'1ual % Ccmp::>und Increase 
M.inimlm Wages CPI 

Iroo arrl Steel 1968-81 14,7 10,0 

Building (Tvl. } 1969-81 12,0 10,6 

MJtor Industry 1967-81 11,7 9,4 
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si.rnultanea.is variation of uncoveroo· wages and the wages covered by 

minimum wage legislation. 

It is the puq:ose of this secticn to highlight sore aspects of this 

legislation which have a direct tearing en V10ge detennination. 

While it is clear that the Act as a whole has had major implications 

for the lab::>ur situation, it is IXJt. the intention t.o provide a 

discussion of the broader aspects. 

'lhe essential features of the Act are the admission of Blacks int.o 

the irdustrial co.mcil system, the creation of the National MaI'lpO'Wer 

camri.ssion arrl the establishnent of the Industrial Court. 

Previous legislation exclu:Jed Blacks frcm the industrial oouncil 

system through the definition of 1 anployee' . The 1979 Act has 

changed. this to include Blacks and thereby excludes any 

differentiation on the basis of race or colour. · The South African 

Labour Bulletin {SAIB) {1981: 29) states: 

(
"It is true that the state has taken the step of 
recognising the right of all workers regardless of 

, race ·to nerrbership of registered trade unions. 

\ 
African workers can, for t..'le first ti.me, belong to 
registered unions 0-y right rather than Ministerial 
exemption (tut) the Act still represents an 

J intention on the part of the state to extend full 
contr61 over the unions ... " 



'Ihe repeal of the Black Lab:>ur Relations Regulation Act, No. 48 of 

1953 has trai.'1.Sferred the provisions relating to the l'tlE!C1iariisrn for 

detennining mi.n.i.rcun wages and working o:ndi. tioos by rreans of laJ::our · 

orders to the Lal::x:>ur Relations Act (Section 51A) (of course the Wage 

Act and its laoour orders have remained in tact). "'Ihe effects of 

this (are) that a labour order could rDN be made in terms of this 

procedut"e to regulate wages and working o:ndi tio.'15 for workers of 

all races. Black Labour Orders will rera.in in effect until 

supersede:l by the industrial council agreement (Section 51A(7))" 

(Benjamin, Cheadle and Khoza in SA.I.B, 1981: 22) • Such Lalx>ur 

Orders are nade by the Minister en the reo:mrendation of an 

employer's organisation. Before p..tblication each order is approved 

by the wage toard. 

Although race and sex discrimination have been rerroved, the Sl\LB 

(1981: 29) believes "... sane provisions have been retained which 

enable racial division • • • the Minister and industrial councils are 

still empowered to grant exemptions fran these neasures to 'any 

person or class of persons' in •certain areas 1 
". 

The amended Act. includes the provisions contained in the Black 

Labour Relations Regulation Act regarding works and liaison 

o::mnittees. This is presurrably because by 1979 303 works 

ccmnittees and 2 664 liaison a:mnittees were in existence (SALB, 

1981: 38). Clearly the suggestions of the Minister of Latour (in 

Wilson, 1975: 543) that the works and liaison o::mnittees s..11.ould 

elect represe.'1tati ves to a wider council which oould negotiate with 

..... """""==------....... ----.............. - ....... .._.. ....... ~------====------------~~-------
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employer organisations did not materialise. Wilson CXlllre.i.its: II 

cne must ask haw, and by Whan, the new councils will be organised 

and built up. It W'OUld seem there is little roan here for the 

traditional type of full-time trade union organiser." 

Nevertheless, the machinery for the works and liaison o:mni.ttees 

(replaced by works oouncils) re:nains, even -th:>ugh their influence in 

wage bargaining appears limited. The~ Report (1982: 40) gives 

the following number of workers represented in regional o:::mnittees, 

works cx:mnittees a.rXi liaisoo cx:mnittees: 

1979 774 200 

1980 799 400 

1981 809 300 

NO indicatioo is given regarding the effectiveness of 'NOI'ks 

councils. 

The i.nq;:ort.ant :inplications of the new legislation· for wage 

det.ennination are that the industrial oouncil system oo longer 

excludes Blacks. This and the disappearance of (legislated) job 

reservation should enhance the l:ergai.'ling position of Black workers. 
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OVERVIEW OF JOB EVAWATIOO AND SAL.Z\RY STRI.JCTi..JlUNG 

IN SCUI'H AFRICA 

Classical ec:onani.c theories of \iages oonsider the supply and demand 

of lal:x:>ur as the main detenninants of \iages • Marginal produ:tivity 

theory pr0p:>ses that additional lalx>ur should be employed until the 

marginal cost of such labour equals the marginal revenue accrued 

therefrcm • Both the underlying assumptions of this theory (such as 
• 

perfect cx:ropetition and profit naximi.sation) and its oonclusio."'lS are 

rejected by several writers whose field of interest lies nore in the 

d:mai..-i of nanagement than econanics. 

Livy (1975: 145) states boldly: 

"Clearly the (eo::>ncmi.c) m:xiel is purely abstract and 
divorced fran reality. In real life t.'1.e narket for 
labour, and. cx:ropetition between finns, is rranifestly 
iirperfect, with pronounced tendencies tov.ards 
oligopoly, rronop::>ly and n:onopsony.. M:>reover, how 
does one calculate narginal productivity?" 

Livy softens his attitude a fe-H se..'1tences later: 

"Econanic theory ala.'1e does not provide the answers. 
We are faced wi.th people's differential abilities, 
attitudes to work and to various management styles, 
their expec+-....ations and· preferences, as well as their 
degrees of canbination to barga.L.'1 terms and conditions 



of employment, to o::x:li.fy and restrict methcxis of 
wccki.ng and/or exploitatior1, to withdraw their la.J:our 
and SO 00 • II 
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Referring to econanist.s 1 explanations of rewards and payments, 

Patersoo (1972: 129) states: 

'"Illere is oo satisfactory econanic theory to fit the 
facts. II 

When discussing· marginal productivity theory, Patersoo (1972) quotes 

:Ebbinscc (1970) ( v.iho is referred to by Paterson as 1 an eoonar.i.st 1 
) 

as saying "'lhi.s theoretical purity is of relatively little 

assistance to those attempting to operate in a real lal:x:mr market 11
• 

In a study of various labour markets, Mackay (in Robinson, 1970) 

arrives at several conclusions regarding the structure Of wages: 

0 This does not indicate t.hat eoonanic forces are 
uninpxtant but the result of the system of wage 
deterrninatioo is a wage structure which 00es oot 
always reflect what would arise by the purely ecnncmic 
forces of supply and demand • • • Changes in intra­
plant differentials are oot. Wholly, or even mainly, 
explicable in tenns of local labour rrarket cnnditions. 
At the very least, changes in intra-plant 
differentials are not acutely sensitive to ruling 
errployment oondi tions . '' 

These are the views of non-eooncmists, but rather than offering an 

alternative explanation for wage determination, they are ult.irrately 

Suggesting an additional viewpoint: job evaluation and subsequent 

wage structuring. Livy (1975: 146} o:mrrents: 

"Neither eoonanics nor job ev-c.luation can provide clear 
and unequivocal predictors of v.ihat the rate for the 
job should be, but what job evaluation can offer is a 
means for marshalling the various forces together and 



for interrelating a::Inp3.rable uni.ts of work requiring 
canp:i.rable sets of skills and capabilities wi. th 
prevailing narket o:nditioos." 

This chapter presents an overvie'W of the ma.in job evaluation systems 

used in South Africa for wage earners. This is followed by a 

discussion of wage structuring with p.3.rticular reference to the 

unskilled and semi-skilled categories. The final section considers 

salary surveys in the South African o:ntext. 

2. PRE.VALENCE OF AND PATIOOALE .EOR JOB E.VAUIATICN 

In order · to determine the prevalence of the different types of job 

evaluatian in South Africa, a questionnaire was sent t.o salary 

·• survey participants, in which they were asked t.o state what system 

of job evaluatioo they used. '!he questionnaire fonning part of 

another study by the author ( 1985), was sent t.o 486 organisations 

which were either present or past participants of the P-E Consul ting 

Group 1 s salary survey. No pretence is made that the 320 replies 

received are fully representative of South African industry and 

ccmnerce: since the P-E survey is evaluated according to the 

Paterson job evaluaticn system, an analysis of the responses will 

reveal a Paterson bias. 

Paterson {1972} estirrB.tes that two-thirds of the employees in the 

United States are pay-graded by job evaluation systems; the 

cn-aparable figure for t."le United Kingdon is one-third, Whereas 

alrrost t..'le entire working pop.ilation of the Netherlands is graded. 
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The 1983 South African Salary Survey published by the P-E Calsulting 

Group indicates that 62% of the organisations _participati.."'lg in t..'1e 

survey have formal job evaluation systems. 

oover approximately one million employees. 

That survey claimed to 

It is likely that rrost organisations with formal job evaluatioo 

systems will subscribe to a salary survey. The other main salary 

survey, publishei by FSA (Pty) Limited has slightly feNer 

participants. Afproximately half the subscribers to each survey 

will participate in roth surveys, so it is reasonable to assurre that 

the two surveys gather the salary and wage data of scme 1, 5 millicn 

employees. 

'!be econan.ically active population of South Africa (excluding the 

'independent' states and excluding agricultural \\Orkers and dcmestic 

servants) was approximately 6,5 millioo in l980 (acex::>rding to the 

Nati<Xlal ~ Ccmnission, 1984). The 1, 5 million employees 

mentioned above therefore represent 23% of the eoonan.ically active 

population under oonsideration. A conservative. figure of the 

employed population that is pay-graded by job evaluation systems is 

thus 62% of l, 5/6, 5 = 14%. The figure is oonservative for several 

reasons, but the follCYWi.ng are worth noting: 

- Few governm:rit departments par-..-icipate in salary surveys / which 

means that the Civil Service is largely excluded fran the above 

figures; when these figures are excluded, the econanically 
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active po.J?Ulation of 6,5 million beo::xnes 5,1 million, giving a 

figure of 18%; 

- Tnere are sore large private organisations that participate in 

neither of the main salary surveys, even though the'.f have fonnal 

job evaluation systems. 

c.ogill (1984: 61), in an unreferenced st.atement, claims that 65% of 

the blue oollar labour force in SOuth Africa is oovered by sane fo:cm 

of job evaluatioo. There is certainly a discrepancy between 

Cogill's figure and the 14% given above, but they are n:>t. directly 

c:x:::rrparable because O:>gill 1 s figure only inclu:Jes blue collar 

workers, and so excludes much of the Civil Service as well as all 

managerial and white collar employees. 

Qie of the questions contained in the questionnaire referred to at 

the beginning of this section was ''What type of job evaluation 

5ystern do you use?" Table 4.1 gives the response. 

In order to obtain a nore balanced indication of the types of job 

evaluation system used, infonnation has been taken fran the salary 

survey (September 1985) published by FSA {Pty) Limited. It should 

be mentioned that this organisation also prodoces a Percmnes salary 

survey, so it is likely that the majority of participants would use 

the Perannes job evaluation system. 

Table 4.2. 

The percent.ages are shawn in 
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TABLE 4.1 

TYPE OF JOB E"VAilJATION SYSTE!'1 

(Sample lmJwrl to be biased toYards Paterson System) 

Job Evalua.tion System % of Res_pondents 

Paterson 50 

<::Mn internal system 20 

Perannes 14 

Hay 4 

Ranking 3 

castellion 3 

1.\!"'IPR - Q Method 3 

• Other* 3 

Total 100 

*Other includes: Factor canp:u-ison, Task 



TABLE 4.2 

TY"PE OF JOB EVAUJATION SYSTEM 

{Sample krx:>Wn to be biased t,a.;.ards Pera:nnes SysteLL) 

Joo Evalwtion System 

Perames 

Paterson/Task 

In-house system 

Bay 

Other 

% of Respondents 

38 

33 

14 

8 

6 
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(With acknowledganent to FSA Rsnuneration {Pty) Limited) 



99 

Tables 4.1 and 4.2 indicate that the Paterson and Perames job 

evaluation systems are nost ccm:ronly used. These tables oo show a 

bias ~ds the system according to "Which the two organisaticns' 

salary surveys have been evaluated, as is evident fran the differing 

results. The purpose is to illustrate which systems are rrost 

widely used by those organisations which participate in the mrin 

salary surveys in South Africa. For reasons that will bea:m: 

apparent, the two systems that will be discussed in sane det.ail·are 

the Paterson and Castellioo systems. The Castellion system is the 

forerunner of the Perarnes wstem. 

The responses to the questionnaire revealed the usage of job 

evaluatioo systems by industry sector, as shCMn in Table 4. 3. 

Industrial equipnent nanufacturing organisations have the lcrv.est use 

• 
(56%) of job evaluation systems. This categ:>ry will include the 

majority of SEIFSA affiliated organisations. 

Table 4.4, taken fran the Sept.ei:IDer 1983 Salary Survey p.lblished by 

P-£ Consulting Group, sh:Jws the incidence of job evaluation systems 

by size of organisation. Table 4.4 indicates that the rrajority of 

organisations with aver 100 employees would be likely to have a 

formal job. evaluation system in operation: the larger the 

organisation, the n:ore likely the use of a job evaluation system. 

The questionnaire revealed that two-thirds of the respondents had 

implemented.their current job evaluation system in the last five 
! 

years. This is not to say that they had no system of evaluating 



TABLE 4.3 

OffiANISATION:S WI'Yrl JOB EVAU.JJl.TIOO SYBTEM.S BY 
INJXJSTRY SEX:."IOR CI.ASSIFICA..TION 

Industry Sector % of Organisations 

Pr:i.nary Produ....""tion 60 

Mining 71 

Materials Manufacture 79 

Construct.ion 60 

Industrial Fqui.f:m=nt Manufacture 56 

Cl:>nsuner Gcx:xis Manufacture 59 

Distribution 63 

Service Industries 67 

Financial Institutions 81 

Noo-Profit Organisations 75 

100 
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their jobs prior to, say, 1980; they oould have changed their 

system. 

The thrust of the preceding paragraphs is that there are two rrain 

job evaluation systems used in the private sector, rut the use of 

job evaluation oo a broad scale is not widespread. The figures 

also irxlicate t.hat it is the larger enterprises that have job 

evaluation systems. Cogill (1984: 60) notes that the mining 

industry an:3. "a nunt>er of finns 0 were using job evaluation by 1950. 

The current systans have been i.npl.enented rather recently. 

Paterscn's b:x>k cnly appeared in 1972, although sane of his work 

began in the early Sixties. The Peram:ies system develo,t:ed frcm the 

castellion system in the early Seventies. The Cotmcil for 

Sci.entif ic an:3. Industrial Research did valuable research co job 

evaluatian systems between 1950 and 1965. 

Job evaluation can thus not explain the level of wages, but its 

propcnents seek to use it in order to attain a structured pay 

system. Paterson (1972: 2) caments: 

" as a result of wage-drift, as a result of the 
failure of the ea:nanists to prodtre a practical 
theory to account for wage inflation and its control, 
(and) as a result of the stronger institutional 
pressures in the firm, all the evidence 
suggests that there are factors op=>-rating within 
individual plants which effec'""...i.vely isolate them 
partially fran the external econanic forces operating 
in the local lalx>ur market. " 
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Job evaluation does not explain what these factors are, but it does 

provide a fr~k for pay structures. Livy (1970: 41) milntains 

that the objective of job evaluaticn is 11to detennine the relative 

differences between jobs in tenns of job a:ntent". 

The next sections discuss how such differences are evaluated and how 

the wages for different jobs are arrived at using job evaluation. 

3 • JOB E.VAWATICN SYS'.IBMS IN 9JU'IH AFRICA 

This section briefly describes sane of the job evalUCltion systems 

used in this country at vvage earner level. This means that systems 
:I . 

used predan.inantly at the executive or nanagement level are not 

considered. Others whose use is not widespread are nentioned with 

min.irtal discussion. Rather nore time is spent on the Paterscn and 

points methods since these are widely used, salary surveys are 

evaluated aco:>rding to them, and because the wage data presented in 

the next chapter are Ca.tegorised by Paterson grade. 

The systems discussed are: 

- ranking 

- classification 

- the points .rrethcd in general 
I 

- the castellion rnethcd 

- the Perannes methcrl 
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- the Paterson rrethod 

- other methods. 

'lhe fundanental di.ff erence between the classification and points 

methods is the assigning of numerical values to each factor. This 

has a decided bearing on the selection of the factors since oot cnly 

nust the factors describe the essential elements in all jobs, but it 

ItllSt also be possible to quantify these factors. 

3.1 Ranking 

Joo evaluation essentially oonsists of establishing the relative 

positions of jobs. In the ranking method jobs are conpared in 

Order to determine their relative a:raplexity or difficulty. The 

ranking methxi is oot standardised in that there are no specific 

bases for canparisan of relative cx:mplexity or difficulty. 

This method is neither analytical nor quantitative ber-..ause according 

to Livy (1975: 53): 

"jcbs are oot broken down into their conp:>nent elements 
and requirerrents • • • (oor does the rrethod) give any 
in1ication of the degree of difference between jobs." 

Ranking is an impractical and a tedious task in a large organisation 

although the effort can be reduced ~t by selecting bench marks 

against which other jobs are o:raprred. A refinement of this is the 

paired canparison technique where each job is o:::rrlf&"ed against all 
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others. The final result is a pyramidal hierarchy of jobs which 

can be divided into a ru.mber of grades for purposes of salary and 

wag_e allocation. These grades are effectively equidistant 

( nurrbered sequentially, for example) , but there is no reascn to 

believe that the actual differentials existing between jobs should 

result in grades being equal distances a,part.. In other wards, it 

cannot be said that the difference between the job content of grades 

1 and 2, say, is the same as the difference in pb cn.'1tent between 

grades 2 and 3. 

The nain advantage of job ranking is its o:nceptual simplicity. As 

an aid to easier discriminaticn between jobs, Livy (1975: 56) cites 

instances where it nay be fOSSible to select "a number of factors in 

a. job as a basis for arriving at ranking decisions, but once one ,. 

begins to do this ooe is in fact operating a vague and rather 'WICX>lly 

points system without any tight or clearly defined controls". 

Milkovich and Newnan ( 1984: 99} go further: 

"Ranking is seldan the reccmnended approach. The 
criteria or factors oo which the jobs are ranked are 
usually so crudely defi.'1.ed (if they are specified at 
all) that the evaluations becan= subjective opinions 
that are difficult if not imp:>ssible to explain and 
justify in \\Klrk-related tenns. 11 

It will be argued later in this sec+-....ion that t...,_e Paterson (decision 

band} method of job evaluation is in fact oo more than a refined 

version of t..'ie ranking method. The literature may not indicate 

wide formal use of the ranking net.hod, but in organisations without 

job evaluation systems, managers will subconsciously apply the 
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ranking rretha::i in determining pay differentials, eve..'1 if their cnly 

frame of reference is the organisatior.1 structure . 

3.2 Job Classification 

In the job classificaticn rneth:xl of job evaluation, definitions are 

used to describe the characteristics of a rnlnt>er of predetennined 

grades. 'Ibe l:asis of this method is the classification of the 

0rganisatioo structure into grades. The lll.1ITber of grades will 

depend on the nature of the organisation, so the job classificatioo 

system could be o:::insidered to have oonsiderable flexibility. Livy 

{1975: 70) regards this as "little rcore t.han internal ccnvenience". 

He believes that the 11classification system probably has greater 

ve.l.i.dity when it fonns part of an industry-wide or national schene". 

Clearly if this is the case, the met.tied cannot be designed around 

anyarganisaticoal structure as Livy maintains in the beginning of 

his discussioo en t.he system. In any event, the choice of nuil'ber 

of grades is fairly arbitrary. 

'll1e literature indicates that the job classification method is nost 

cc11m:uly found in the public sector. This is certainly the case in 

so:re, although rx::>t all, branches of the South African Civil Service. 

This lends credence to Livy' s view of the method 1 s beiI1g 

advantageous in a bureaucratic organisation but this does not agree 

with Biesheuvel's (1985: 28) view that 

"it has been argu=d in favour of the.job classification 
n:etho:::1 t...""ia.t because of the ge.rierall y closer link 
between classes arrl organisational structures, it 



facilitates ~r budgeting and the establishlrent 
of career developcrer1t pathways. " 
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The argurcent is oot with the sea:>nd part of Biesheuvel's statenent; 

rather it is that the job classification system cannot be l:oth a 

national-type of job evaluation system (as suggested by Livy) and 

one that can accx:nm::x3ate internal Organisation structure 

peculiarities. Milkovich and Newman (1984: 105) support the latter 

viewpoint because of the "inherent flexibility of the classifica.ticn 

systemll. 

The characteristics which define the fact.ors use:i in the 

classification rrethod are likely to be those which account for 

differences in responsibility, skill and other factors frequently 

ena::>untered in the p:>ints net.hods of job evaluation. The 

classification system is thus cne which represents the transition 

between the ranking and the p:>ints systems: 

Milkovich and Newman ( 1984: 104) quote examples of the 

classificaticn system's being used in other businesses where, for 

example, four to six grades have been developed for engineers. 

''tbwever, the differences a.'lOng grades are often rrore related to 

experience or 'years-since-degree' than differences in work 

a::>ntent". Experience is a factor f0tmd in p:>ints syste."'ils, as will 

be shown later . 
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Paterscn (1972} describes the use of the classification system in 

sare detail in the us Public Service and also for use in tl1e 

clerical class of jobs only, as exp;:>unded in t.he Institute of Office 

Managerrent 'Manual en clerical job grading and rrerit rating', 

I.aldon I 1961. In OOt.h cases he describes a close correlatioo 

between the grades use::l in these systans with. his decision bands, 

yet he na.intains that the rra.i.n disadvai."ltage of the classifieaticn 

method is its awlicability ;to cover a wide range of positioos. 

The use of specific factors to evaluate cnly certain jobs limits the 

extent to which the rcethod Can be used in an organisation wi. th a 

wide variety of jobs: different groups or •families 1 of jobs will 

need different ' o::nq:a.rable factors ' • 

P51terSOI). (1972: 60) has a further criticism of OOth the ranking am 

classification netho::ls, which has already been m:m.ticned and whicn 

is also oonsidered by o'"Jler writers: 

"'lbere is oo indication that the pay differential 
between ea.ch job in the series of the Ranking Method, 
a.00 be'tween each grade in the Classification Method 
should be eg:ual or even nearly equal. There is every 
irrlication in the US Public Service that the 
differential between grades is pro;;ressively greater 
the 'higher' the grades; but not even this can be 
said of Ranked jd::>s in l:lusi.."less enterprises. It is 
not to be wcn:iered t.."lia~ these Methods are not :mu::h 
used, or if used are : adjunct to negotiation 
There is no 'neasure' : of relative difficulty and 
irrportar1ce hence there can be no 1 rreasure 1 of relative 
value and so pay. " 

The extent to wri.ich the Paterson method. overcanes this· objection is 

considered later. 
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3. 3 The Points Methoj in General 

The simplicity and facility of introdoctioo of the qualitative 

systems (ranking and classificatioo) are insufficient to ensure 

their validity. Bieshetl'vlel (1985: 20) claims that the alternative 

p:'.)ints rating rrethods are the ItOSt camcnly used, desp~te their 

greater canplexity. 

Mi.l}l;ovich and Newman ( 1984 :: 112) state that all p:>ints net.hods have 
< 

three cx:xmon characteristic$: 

- canpensable factors (fact.ors used as the basis of evaluating 

jobs) 

- factor degrees which are nurrerically scaled 

- weights reflec'""...ing the relati w .i.Irq;:ortance of eac."1 factor. 

Each of these characteristics will be discussed with reference to 

p:>ints systems in general. Subsequent secticns oonsider the two 

such systems used in South Africa: castellioo and Pera:nnes. 

3.3.1 Factors 

The ideal situatioo in choosing factors set. by Livy (1975: 73) is 

certai.."lly not prevalent in South Africa: 



"A universal points rating scherre whic.ri can be applied 
to a whole organisation successfully is likely to be 
elusive. Although sore examples cb exist, they tend 
to be cuni::lersane, since an unwieldy nurrber of fact.ors 
must be included in order to ena:xnpass the whole range 
of job characteristics to be encountered. One of the 
assets of the points system is that it enables fine 
discriminations to be rrade between jobs, but this 
advantage is negate:i if to:> many factors are used, 
resulting in a blurring of criterion definitions, and 
inevit.ably, a certain anount of co-variance between 
factors. Expediency nonnally calls for the discrete 
treat.rcent of jci:> families, such as manual, clerical, 
managerial, etc. , with points plans tailor-nade for 
each family. " 
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Biesheuvel (1985: 31) o::nsiders the QH?OSite extreme to the oo-

variance problem: "too few factors will lead to a loss of 

discriminative p:JWer". He maintains (1985: 29) that: 

.. "'l'he choice . of factors is therefore generally a 
subjective. matter depending on the evaluator's 
reasoning about What is nost significant · in the j:>b 
that is also significant in the value judgarents of 
the market place." 

This again raises the issue considere:l in the previous section on 

the classification net.hod: if market place jtxigements are to be 

considered {for att.ain.i.n3 external o:::mpetitiveness in salaries and 

wages) , then a a:um:u job evall.Btioo system nust be used. This 

then precludes using the t tailor-made• system prop::>unded. by Livy 

{except insofar as he believes in a p:>ints system only being use:l 

for ' families ' ) . 

Paterson (1972: 62) agreo_s with Livy: 
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it is ~sed that not all job factors can be 
awlied to all jd:>s in tile finn, so job clusters are 
selected and fran each cluster key jobs are chosen for 
analysis arxi description." 
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Patersoo then cites Brennan (1%2) in giving six criteria g::>verning 

tile choic-e of these jobs: 

( 1) They must represent the entire range of jobs. 

(2) They must be stable, that is unlikely to change in content. 

( 3) They must be well recx>gnised jobs, ~ lx:>th to la1x>ur 

leaders an:J nanaganent. 

( 4) They must be clearly and exactly defined with respect to 

skills, resp:>nSibilities and requirements. 

{ 5) They must be acceptable to all in regard to description and 

rate of pay. 

( 6) They must stand out distinctly frcm .other jobs so that there 

will be no mi.su.."lderstanding anong the raters. 

Based en these criteria, fact.ors which adequately oover each key job 

are chosen. 

A a:xmaily quoted sys""~ (Biesheuvel, 1985: 31; Burgess, 1984: 123; 

Livy, 1975: 75; Milkovich & ~nan, 1984: 116; Paterson 1 1972: 63) 

is that devised by the National Electrical Manufacturers' 

Association (NEMA) in tile U.S.A •. Burgess (1984) gives examples of 
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the different factors which are applicable to prcdu::-ti.0...'1 workers arrl 

to clerical and technical staff. These are surma.rised in Table 4.5 

and show that certain factors are o:mn::>n to both groups, sane of 

which are used in the South African pJints systems. 

It is evident fran the al:x:>ve t.hat these writers finnly believe that 

a p:>i.nt.s system sOOul.d be applied to job families or clusters arrl 

that factors will differ fran aie category to the next. It will be 

seen that the pJint.s systems used in South Africa utilise ooe set of 

factors throughout all categories. 

3.3.2 Factor degrees 

This secoo.d step refers to assigning scales which reflect different 
• 

degrees (that is, a series of internal di visions) within each 

factor. The NEMA. system mentioned a:oove divides each factor into 

between five and eight degrees, each of which is described using 

simple statements or o:mprehensive definiticns, as necessary. For 

example, Livy {1975: 78) gives the following degrees for the 

Experience factoi;-: 

Factor Experience 

1st degree up t.o 3 rronths 

2n:i degree 3 rrcnths - l year 

3rd degree 1 - 3 years 

4th degree 3 - 5 years 

5th degree over 5 years. 



TABLE 4.5 

fl\CroRS USED FOR 'Iw:> EMPLOYEE GRa.JPS 

Edu:::ation 
Experience 
Physical demand 
Mental or visual demand 
Initiative & ingenuity 

Resp:JnSibili ty 
- F.quii;ment or process 
- Material or produ=t 
- Safety of others 
- W:>rk of others 
W:Jr.lting oonditions 
Hazards 

Clerical & Technical 

Education 
Experience 

Mental or visual demand 
Canplexity of duties 
Supervision received/given 
Res:fX)I"lSibility 
- Errors 
- Cant.acts with others 
- Confidential dat.a 

Working o:>ndi.tions 

113 
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The nurrber of points allocated to each degree varies, is illustrated 

in Table 4. 6. There has been sane discussion as to whether the 

values ascribed to degrees should be determined by arithn'etic or 

geanetric progressioo, or by variable percentage differentials. 

Livy (1975: 79) maintains t.hat the aritlmetic progressioo is the 

nost CCllULC:Xl. Paterson (1972: 65) is ncn-a:mnittal: 11.Af:pa.rently 

there is oo theoretical basis for using either (arithnetic or 

geanetric) metb:xi'' • 'Ihe dissension evident clearly indicates that 

there is oo objective or scientific basis oo which these values 
< 

should be d.et.ennined. Different authors seem to choose a net.hod, 

without any theoretical founda.tioo. 

3. 3. 3 · Weighting the Factors 

• 

Weighting the factors in a points system of job evaluation is a 

o:::mtentious issue. Regression analysis can be used tD detennine 

the -weightings of individual factors in order to in:licate the extent 

to which they predict existing remuneration levels. In a joint 

article with Naude, the author (1985) did such an analysis for 

executive remuneration. The findings sholr.ei t.hat certain factors 

(such as annual turnover of the organisation, and type of o:::mpmy 

(holding f subsidiary, etc. ) are better predictors of exeeuti ve 

remuneration t.han others {such as profit). The problem with such 

an approach is that it uses the existing wage structure as the 

reference point, thereby reinforcing any inequities that are 

inherent in the structure. 
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Biesheuvel (1985: 29) o:mnent.s en the use of regression analysis: 

"In practice, this empirical prcx:edure is rarely used 
because ••. there are other subjective elements in the 
developrent of the points system which canrX>t be 
circumvented. The application of the nn.ll.tiple 
regression technique to the kind of quantitative data 
cne obtains fran the basically qualitative material 
may therefore be statistically questiCX'lable. There is 
greater nerit in relying an the quality of 
psydlological jl.ldgercent throughout ... 
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'n1is statement ~d indicate that the points system cailIX:1t. aspire 

to ensuring that 91 the value of all factors cx:mbined constitutes 100% 

of the t.otal jd:> 11 (Livy, 1975: 76}. 

. In spite of his belief in 11the quality of psychological judgemant 11
, 

Biesheuvel (1985: 29) does admit ('Y.hen detennining "the successive 

degrees in which each fact.or can nani.fest itself in jobs") that 

"this process is esser:r-.....ially subjective and therefore liable to 

errors of psychological jud;snent". 

Paterson (1972: 65) sug;ests that the weighting of factors is best 

achieved by consensus in the grading o:::mnittee. 

Table 4.6 {taken fran Burgess, 1984: 128) gives an example of the 

NEl'lA. .i;:oint m:thod for production workers, showing the p:>int.s 

increasing arithnetically with a progression through the five 

degrees. 

Assigning ni.mbers to factors and degrees, such as those shONn in • 

Table 4.6, may appear to give greater face validity to the point 
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TABLE 4.6 

NEW\ POINT PLAN FDR PIDIUCTION w:::>RKERS 

Factors 1st 200 3rd 4th 5th 
Degree Degree Degree Degree Degree 

Skill 

Edu:ation 12 24 36 48 
Experience 15 30 45 60 75 
OEplexity of duties 15 3/0 45 60 

Effort. 

Physical demand 10 20 30 40 50 
Mental aro./ar visual danand 10 20 30 40 50 

Responsibility 

Consequence of errors 12 24 36 48 60 
Resp::>nsibility for safety 

of others 7 14 21 28 35 
Resp:>nsibility for work 

t of others 7 14 21 28 

Job Conditioos 

W:Jrking conditions 7 14 21 28 35 
Hazards 5 10 15 20 25 
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method (v.hen conprred to ranking or classification), but there is oo 

1J!ld.:>.-rlying theoretical validity Which will allON the point method to 

be called scientific or cbjective. 

Patersoo (1972: 75) makes scma fundamental points regarding the 

points method: 

"As already nentioned it is generally assuned that ea.ch 
degree of cne factor represents a step equivalent to 
the degree in another factor but, if ea.ch factor is 
weightsi differently, i.e. each has a different mmber 
of points to be distribute:l am:::ing its o::mstituent 
degrees, then the nuti:.1er of .Points assigned to degrees 
in the various factors must be of different value as 
ordinate nJJirerals. Says Belcher (p. 283), 1\'bere 
factor weights an:i the resulting point values for 
factors and degrees have been dete:rmined by a:mnittee 
rat.her than statistically, it is advisable to evaluate 
a nuni::>er of key jobs to detennine if the plan achieves 
the desired relationship between jobs. At this point 
adjust.ne:lt in point. values may be called for to insure 
that the plan is acceptable to the ,Parties. • In 
other words the point values are negotiated and are 
wt objective." 

In a further lx>ld statement Paterscn (1972: 75) states: 

l$ when the total points are plotted against pay 
during the assessnent stage, the relationship is 
assuned to be always linear. It is known that for 
the wbJle finn the differential increases 
exp::>n.entially f.ran the l~ grades to the highest." 

Paterscn's O\VIl explanation for this will be discussed later, but he 

also quotes cr...her research to supp:>rt his a::>ntention. He o::>nclu:ies 

this part of his argunent (1972: 76}: 

"So it ,inust be assume:i that the linear relationship 
applie5 only to a job cluster oovering .a few grades; 
or, if there are many grades, they must be of small 
intervals. So, aPart fran the difficulties of 
choosing fact.ors that can properly be applied to every 



job in the firm, the rretho:is of point distributioo do 
not _pennit of awlication throughout the finn. 11 
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If this argurent is accepted it certainly questions the use of a 

single points system for internal use in an entire organisation, arrl 

the extension of the system to cover industry at large. The 

argunant does lead Belcher (1963: 295) to prefer "cust.an-built" over 

"ready-nade" systems, provided it is recognised that the factors 

vary :Eran job clUSt.er to job cluster and fran organisation to 

organisation. Further he nai.ntains that "A limited nurcber of 

factors can provide a workable system". 

Biesheuvel (1985: 32} supports the viet1 of a limited nunber of 

fact.ors: 

"It is obvious that factors ••• cannot oover all tha.t 
there is to a job, but this requirement is quite 
unnecessary. We need to aa::ount only for those 
elements that natter :Eran a canpensation point of 
view." 

He argues that "there are l:ound to be sane elements tha.t carry oo 

weight for canpensatioo at all", and he cites p1Tysical effort as an 

example. Biesheu-vel 's argurrent that incuni:>ents doing hard physical 

work are in a p::x:>r bargaining position does not address the question 

of whether or not additional rewards should be pa.id for hard 

physical work. Paterson's proposal to deal wit.h this ":i;;hysical 

effort" problem is equal~y unconvincing and even impractical. This 

will be mentioned again. 
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Since the question of the "'1eighting of factors is central to the 

p:Jints method, it is useful to. rrention that an international 

o:::nference an job evaluation (quoted in Paterson, 1972: 77) found 

that there were two rra.jor ways of determining the weightings of 

factors: 

- dedu::ing them fran the existing pay ~ure 

- assessing the relative scarcity of the required abilities. 

Pat.ersal SlmlIBrises the .o:nference's cx:nclusion that the first is 

tetter 'because 11 jd:> evaluation is oot rx:>nnally acceptable to the 

'W'Ork.ers if it resultS in major changes in the existing hierarchy of 

wage rates 11
• This circular approach of using the existing pay 

structure to detennine weightings, which in turn determine the pay 

structure is no mx-e than an introdu::ti.oo of spurious validity int.o 

the whole process. This reinforces the lack of a theoretical basis 

for the p:>ints method of job evaluation. 

Paterson o::ntinues: 

"'!he oon.ference believed that, in any case, the 
existing pay structure reflected the supply/danar1d 
structure of the labour market and so was already 
established CD scarcity of abilities. 'll'..i.s 
conclusion does not acoord at all with the variations 
in factor weightings that are to be found in a wide 
variety of firms sane of them in the sa.rre industry. 11 

Paterson presents a methodological argurent agairist the p:>ints 

methcxi in .that unlike xreasurements cannot be directly surrmed. The 

following is his well-known analogy (1972: 77): 



Job A Job B Job c 

20 1:ananas 40 r:ananas 50 tananas 
60 oranges 30 oranges 20 cranges 
50 lenons 20 lercons 10 lem:ns 
40 apples 50 apples 00 apples 

170 140 160 

He o:mnents: 

"All one can say is that Job B is less acid than Job A, 
and Joo c is sweeter t.."lan the other two. The totals 
of :nurrDers have little differential meaning." 

Livyts response {1975: 126) is: 

". • • the whole purfOSe of the pJints system is to 
arrive at a surmatioo of the various elements in a job 
with a view to fonning sane pragmatic basis on which 
t.o make a::mp3riscn • • • Unless one resorts tD a 
single-factor ••• there is oo other way .of doing it." 
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But Livy does E!lifhasise the imp::>rtance of weighting factors 

differently. This is highlighted by sargent (in Rock (ed.), 1984} 

who states, "Experience has shown that except by rare coincidence 

each factor carries a different weight in de~ job cx:>n.tent. 

Consequently eac..~ factor scale has a different pJint value." 

3. 4 The castellion Met.hod 

The Castellion method is not widely used in South Africa, but it is 

irrp:>rtant for tv:o main reasons : 



TABLE 4.7 

~croRS & roINI'S RANGES FOR 'IHE CASTELLIOO SYSTEM 

A. EFFORT 

Sub-factor AI : CXInplexity of decisions 
Sub-factor AII: pressure of work a:>efficient 

Effort so::>re: ,cx::mplexity so::>re plus product of 
a::mplexity soore and pressure of work 
a:>efficient · 

B. RF.SPC.NSIBILITY 

SUb-factor BI : oontrols and checks 
Sub-factor BII: oonsequence of error 

Responsibility score: o::ntrols and checks 
plus consequence of error 

Sul>-factor CI : qualifications 
Sub-factor CII: experience a:>efficient 

a:mpetence score: qualifications plus product. 
of qualifications and experience and 'ro 
qualifications adjustnent 1 

Points Range 

1-200 
l,~2,0 

1-112 
1-128 

2-140 

0- 68 
1,1-5,0 

2-408 

6-1248 
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The ooef ficients (AII and CII ) are figures by Which the 
oorresponding sub-factors (AI and CI} are multiplied to give a total 
score for t.hat factor. A series of guidelines ( definiti6ns) 
describes what p:::>ints soore is allocated for each factor, or sub­
factor. 
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- A oonsiderable anount of published research has been cond~ed 

in creating this p:>ints system of job evaluation: and 

- it was the forerunner of the Perannes system of job evaluation 

which is widely used in South Africat particularly _in the 

financial and retail sectors. 

'lll.e castellian net.hod was derived by the South African Breweries 

fran a job evaluation systa:n developed by the NIPR. The nane canes 

fran the castle beer and Li.on beer brand names. 

Details of the nethod will not be given, apart fran the three main 

factors e their subfactors and the points ranges. The informati6n 

in Table 4.7 is taken fran_Biesheuvel (1985: 256) • 
• 

'Ihe castellion system was seen as 11a general solution . • • with 

- universally applicable factors and a standard p:>ints range for each 

factor, according to the degree of its involvement in a job" 

(Biesheuvel,, 1985: 67}. This was in order to obviate the necessity 

of having to recalculate the weights of factors for different 

ccmpanies or di.visions within the same a:rnpany. In o+-..ller words, 

the total flexibility of the poi...'1ts methOO in usi..."'lg as nany factors 

and weightings as deE!ned expedient was seen as impractical 

particularly beCa.use the Castellion syste:n was the basis of a salary 

survey conducted by the South African Brev.eries in the mid-Sixties. 
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Biesheuvel (1985: 73) does see a .i:otential problem in that there is 

n:> physical effort fact.or in the system. He suggests tw'o 

solutions~ 

- The paym:mt of a special allowance for the physical effort 

involved in certain jcbs; and 

- the introduction of a rn:xilfied evaluation prccedure for low 

level manual jobs. 

The first p:>Ssible solution is also favoured by Paterson When his 

decision-band thec>ry is criticised on the same co..mt. Apart fran 

the administrative burden iitqX>sed by the inclusion ·of special 

allowances, they rapidly beam:? rights rather than privileges. 

After a change in oondi.tions or technology which means that such an 

allO\lanCe can no longer be justified, it is extremely difficult to 

t.ake a-way an allowance. Biesheuvel (1985: 73} believes that: 

"this allow:mce could be determined ·ftan market values 
for jobs of this kind, though a problem might arise if 
evaluation in tenns of a universal Castellion system 
already yields a value for the job in line with its 
market value. There would t.hen be IX> scope for the 
payment of a substantial additional allO\f.ence." 

Allowmces also distort the internal equity Which is suggested to be 

one of the main benefits which derive fran a job evaluation based 

pay structure. 

T'ne second solution of replacing an existing factor with one which 

W'C:Ul.d take working ocnditions (or physical strenuousness) is a solid 
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admission that a 'universal' points system is unattainable. 

Writers such as Livy have warned of this, yet South African p::>ints 

systa:ns, such as Castellioo and Perannes, take m heed of such 

adrronitions. Biesheuvel ( 1985: 81) does acknc:Mledge: 

II a a:mpany nay decide to have a separate evaluation 
system for. weekly paid jobs of a precbninantly manual 
kind". 

'Ihe debate setting out Paterscn's opinion of the castellion net.hod, 

and Biesheuvel's vie<w of the PaterSCll (decision-tased) rrethod will 

not be reprodu:=ed here. HcMever, it will be shc7...n that Patersoo. 

believed that the decision-based neth:xl effectively inooq:orated all 

other factors. Biesheuvel ne.intains forcefully that the castellion 

decision-making factor is oot the sane as the single Paterson 

ciecisicn-rtaking factor. 

Biesheuvel (1985: Olapt.er 15) presents Cortis's validation of the 

castellion method in scma detail, altlnlgh he acknowledges (1985: 

104): "Cortis 1 s exercise can (therefore) not be looked up:::m as a 

conclusive test of the cxnstruct validity of the Castellion system11
• 

3. 5 The Perames Method 

The Pen::mnes net.h.od is one of the rrore widely used job evaluation 

systems in South Africa. This method was derived for the purpose 

of providing · a simplification of the Castellion rrethod as the basis 
i 

for a salary survey conducted by the South African Breweries. The 

salary survey was taken over by an indepe.1dent a:mp:i.ny in the mid-
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Seventies, arrl the Perames method remained with the salary survey. 

The rrethod has eight factors, to each of which may be assignerl 

between 0 and 36 i:oints. The total then farms the basis of grading 

with grade 19 representing the lc:MeSt grade and grade l+ being the 

top grade. The factors are: 

1. Problem solving 

2. Calsequence of error of judgemant 

3. Pressure of work 

4. Krxlwledge 

s. Joo impact 

6. Canp:'ehensioo 

7. Educational qualifications and intelligence level 

s. Subsequent training/experience r~ed. 

Biesheuvel (1985: 55) makes the following cx:mnents oo the Perames 

netho:i: 

'"!he Peramles Method is open to criticism in its choice 
of fact.ors and in its assignment of the sane weight to 
all of them • • . Job Impact, Knowledge and 
Crnq;rehensioo SOOuld r:ot. be separately assessed. Job 
1mp:lct is an essential aspect of decision naking, 
particularly when decisions are assessed in terms of 
o:Eplexity. l<D:Jwledge is the ootcane of both 
qualifications and experience. Canprehension, which 
as defined is largely a rratter of being able to follow 
written and verbal instructions, a:mnunications and 
tenninology, is implicit in the progression of 
knowledge an:i experience • • • Th.e same i:asic elerrents 
are (tius) being assessed nore than ·cnce under 
different headings. Assignment of the sane weight to 
all factors by providing the same p::>ints range for 
each factor is unsound, as they differ in their 
relative imp::>rtance as detenninants of job 
perfonnance •II 
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There can be oo theoretical justification that each of the factors 

is equally imp:>rtant for all categories of jobs. It has been 

nentioned ab:>ve that several writers specifically state that the 

factors should be selected for the job category under consideration. 

The. Perames meth:xi is also open to criticism in that a sunmation of 

the points for each factor cannot represent the effect of their 

interaction (Biesheuvel, 1985: 55). Certain factors, because of 

overlap, are -weighted too heavily for different categories; others 
\ 

are weighted too lightiy. 

It is surprising that Biesheuvel can rea:mnend the Perannes method: 

(as will be shown later) he rejects the Paterson system beCause of 

the lack of availability of "rigorous empirical infonnation" and "oo 

tbe grounds ·Of the .rret:hodologica.l weaknesses 11
• Yet he prodt.D!S 00 

ri9=>rou.s empirical evidence of the Perannes method, nor does he seek 

solutions to the me"'"i..hodological weaknesses that he himself has 

pointed oot in the Perames m=thod. His final ccmnents (1985: 56) 

en the Perames method certainly do n::>t address the issue: 

''!h.ese criticisms do not seriously detract fran the 
usefulness of the methcxi for .salary survey purposes. 
'Ibey are unlikely to affect the hierarchy of key jobs 
in the external market, nor their identification with 
imilar ;,....i... • .. ..... ~ • ternal -..,;i,.~ .. " S J._.,s l!l .... = l.n • ·m:u.1'>:: ..... 

This rrethod in oo way predicts the shape of the pay curve, nor does 

it allow t:..'le pay curve to determine the factor weightings, yet the 

net:hcxi is 
1
effectively C01Sidered adequate for interpolation between 

key jobs. The apparent symnetry of the method shows th.at ease of 
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use has been oonsidered nore i.rnp:>rtant than rigorous scientific 

objectivity, altix:>ugh it nust be added that I'XXle of the points 

rnetl'lC:ds can be a:nsidered truly objective. 

Cavan (1985: 93) sunmarises the situation: 

" nest multi-factor job evaluation systans 
arbitrarily lay d:iwrl b:.7w many points can be awarded 
for different levels of edu:::atioo, different levels of 
stress, and so oo. This is wt scientific 
maasurem:mt, but a way of dressing up opinions as 
Illll'CDers, and then aa>lying these c.pinions as a routine 
procedure. The opinions are embedded int.o the 
maasurenent process when the system is designed." 

3. 6 The Paterson Method 

• 
Patersoo developed and tested his system in Southern Africa in the 

late Sixties and early Seventies. He based his system on cne 

factor because he believed (1972: 2): 

"All jobs, Whatever the particular field or functioo, 
require people to nake decisions, so.decision-naking 
is c:mron to all jobs - for which reason. decisioo­
making beo::xl'es an imp::>rtant factor, if IDt the only 
ooe, by ~ch jOOs can be cx::mpared. " 

Paterson (1972: 8) continues: 

"'Ihere are six kinds or bands of decision t.o be found 
in any enterprise and, t.."li:eoretically, there are oo 
nore possible. So any jd:> can be defined in tenns of 
these decisions and of the authority relations that 
are involved, under such broad tenns as 1 su~-rvisor' 
and 'adviser ' • " 
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The decisioo bands devised by Paterson, and upon which his system of 

job evallBtioo is based are given in Table 4. a. This table is a 

a::llbination of Patersoo 1 s two present.atioos (1972: 25; 1981: 95). 

Patersai's defence of his decisioo-b:md netb:xi's exclusion of 

physical ccnditicns is anal.og:>us to Biesheuvel's explanation for the 

absence of such a factor in the Castellion nethod. Paterscc (1972: 

123) uses the tenn "effort" vmi.ch is "measured as 'required' 

piysical arxi merit.al effort". He maintains that J:Xiysical cx:inditions 

''can ooly be subjectively evaluated and deserve 
negotiatioo separate £ran evaluation of job CX>ntent. 
Conditions refer to the external environnent within 
whidl work is da:le; oonditions are not. part of the 
wcrk, not part of jdJ o::ntent. " 

I'aterscn does mt believe that fhysical a:>ndi.tions, or physical 

effort should not. "be rev.a.rd.ed, but he specifically st.ates t.hat this 

nust wt be part of the job evaluation derive:i salary and wage 

structure: allowances must be pa.id over and above the normal rate 

for the grade. 

Althalgh Livy does oot criticise the conceptual foundation of the 

Patersal zretho:i, he does (1975: 112) criticise the oontingency 

payments advocated by Paterson: 

'"Ihe system is . . . in danger of building . a two-tier 
structure and of perpetuating the contemp:>rary 
phenanena of wage drift. Paterson' s claim that it 
can provide a basis for incanes fOlicy is refutable, 
not:withstanding the merit of deriving basic rates fran 
mmon criteria." 



Original 
Band 

Designation 
(1972) 

E 

D 

c 

B 

A 

0 
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TABLE 4.8 

HIERARCHY OF P.ATERS:N'S DECISICN SI'RIJCIURE 

Revised Kind of 
Bani Decision 

Designation 
Grade* Kind 

(1981) 

F 

E 

D 

c 

B 

A 

Policy-fiaking 
{Enterprise ~­

setting) 

EU (10) Coordinating 
FL { 9) Policy 

Progranming ElJ ( 8) Coordinating 
{Strategic planning) EL (7) Progranrning 

Interpretive 
(Tactical planning) 

w ( 6) Coordinating 
DL (5) Interpretive 

Routine aJ ( 4) Coordinating 
(Process selection) CL (3) Routine 

Autanatic BU (2) Coordinating 
(Operation decisions) BL (1) Autanatic 

Defined 
(Element. decisions) A (.0) Defined 

*Paterson originally nuni:>ered the grades fran 10 (ooordinating 
p::>licy) to 0 (defined). When using the revised bands, cx:rcm:>n usage 
is to refer to FU (upper F band L FL ( J.a...er F band) and so en. 

Patersoo regards bands D, E and F as 'administrative' and bands A, B 
and c as I instrumental I • 



Pressure of Wl:)l"k may be oonsidered a part of the job oontent 

"if 'pressure' neans relatively grectter frequency in 
having to nake decisions, or in being frequently 
involved in scrre aspect of the decision-rraking 
process, then rumber of decisions of a particular kind 
per unit time is a quantification of cx:ntent \!Jh.ich can 
be a:rip3.red with other similar quantifications. 11 

(Paterscxi, 1972: 124). 
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This type of argutent leads Patersoo to oonclude that there is one 

o::amcu denaninator for all jobs. He argues (1972: 124) that the 

castellion system, the Time-span arrl the Guide-chart Profile nethods 

{these last b1o have not been discussed, but will be mmtioned 

later) 

II all have cne thing in cx::rmon, and cx:nverge an that 
ooe tltlng; they are concerned with decision-
making as the basic criterioo of job a:mparability ... 

Because Patersoo believes (1972: 7) that "it is i.mp:>ssible to 

conceive of any nore kinds or bands of decision, or of any nore 

Grades of decision", he is Obliged to resort to other methods of 

subgr:ading. He cx::insiders subgrading to be necessary "in order to 

provide differentials that indicate, in grectter detail, ·differences 

in value of the job" (Paterson, 1972, Vol.ll: 73). The extent to 

Which subgradi.ng should be pennitted is expressed as fella.vs (1972, 

Vol.II: 74): 

"Experience of the Paterson Method suggests these 
limitations: 

1. A maxirm.!n of three subgrades for ectch cx:ld-mmibered 
Gro/1e. They are called a, b and c. 

2. A maximum of t'WO subgrades for each even-numbered 
Grade. They are called a arid b. 11 
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'Ihe even-nurcbered grades (refer to Table 4.8} are the oo-ardi.na.ting 

grades or the 'upper' grades; the cd:i-.1:1l1Tbered grades are the 

p:>licy, prograrnning, interactive, .routine, etc. grades, or the 

'lawer' grades. It is current practice to refer to the odd-

111.lltbered subgrades of the C Band, for example, as Cl, C2 and C3 (the 

lower C grades); the even-m.mbered subgrades of the C Band are C4 

and CS (the upper C grades) • The A Band is divided into only three 

subgrades: Al, A2. and A3. saoo organisations use cnly four 

subgrades: for exarrple, Bl and B2 as the lowar Sl.Jb3rades and B3 and 

B4 as the upper subgrades. The reason for this is the difficulty 

en.cx:>lmtered in distinguishing bet.ween subgrades. Paterson prq:oses 

three major techniques .of subgradi.ng, with the first being the least • 
subjective, and· the third being the nost subjective: 

l. The Decision~t 

2. T'ne Count-Ranking 

3. The Ranking • 

The rationale bet"'llnd each is given below. 

The Decision-Count 

Paterson (1972, Vol. II: 74) explains this net.hod of subgradi..r1g: 

I / 

"l. Within any one Grade one ~is relativeiy rrore 
difficult and so nore imp:::>r'-l.4nt than another if 
it requires rrore decisions of t."'lat Grade. 

/ 



2. A Job is relatively nore canplex, and so nore 
difficult and .imp:>rtant, than another of the same 
Grade if it is a:rnp::>Sed of nore tasks requiring 
decisions of that Grade • 11 
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It is thus necessary to oount the mmber of decisions that are 

required in the perfonnance of a job. Paterson ( 1972, Vol. II: 78) 

acknowledges the problems likely to be encountered in actually 

having to oount decisioos. 

The Count-Ranking 

The na.in principle of this subgrading net.hod is (Paterson, 1972, 

Vol.II: 78): 11Tasks, processes and operations can be subjectively 

ranked as subgrades in order of difficulty and/or c:x:mplexity" • 

• 

Paterson ( 19726 Vol. ll: 79) lists .five general principles for 

subgrading, the details of whic..ti are t.cx::> o:mplex to be discussed 

here. 

Again, practical problems of implementation lead Paterson to propose 

a further technique. 

The Ranking 

Paterson introduces this subgrading technique {1972, Vol.II: 82): 

' 
"A Ranking Tec...lmique is necessary for sub:3"rading of all 
those jobs where the Decision-count and Count-Ranking 
techniques are l'X)t adequate. But the essential 
criterion for oetnferison remains t...'le difficulty in 
decision-rraking as daronstrated either by analysis of 



the decisions, or of the edu::atioo or experience 
required • . • or of the mental effort required for the 
job ••• Here ooe of the factors of the Castellion 
Met.hod may be useful, the Decision-Making Factor. 11 
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It is oot. su.rprisin;J that this reasoning leads Biesheuvel (1985: 58) 

to pose the questicn: 

"If cne has to resort to other grading ooncepts and 
net:lx:xis tD adti.eve this (providing a c:ontinuouS 
grading of jobs), why oot. adopt aie or other of these 
througoout, and oot. just for sub-grading?" 

It is clear that Paterson's three sub;rading proposals are rot in 

keeping with aie of Paterson's Ol\II1 requirem:mts for an effective 

system of job evaluation: acceptability. Paterson believes (1972: 

116) a mat.hod "must have sirrplicity, it must be readily underst.o:d 

by the great majority of nmbers of the fi.rm11
• In his later book, 

Paterson (1981} . Cbes mt use these three sub;radi.ng techniques; he 

rather provides sets of .. Principles underlying subgrading11 which 

contain qualitative descriptions effectively making the subgra.ding 

process a ranking exercise, with canparisons between jobs 

illustrating subgrading msthodology. Livy (1975: 112) cxmrents oo 

the original three subgrading techniques: 

"Sane of the actual techniques used for subgrad.irig are, 
inevitably, rather subjective. Certainly they are 
recondite, and one would suspect not always 
o::rnprehensible to the working man. " 

Q:mnenting on the reported successes of the rrethod, Livy (1975: 112) 

makes the ,fOint: 



".&It the Achilles' heel of the netho::l is that ooe of 
the principles oo Which it rests is fallacious. 
Because the outcx:me c:onfonns with existing pay rates, 
it does oot IIE!al'l to say that they are the right ooes. 
They do oot validate the schene." 
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Biesheuvel's criticisms of the Paterson CX>nCept are the nost 

vociferous (1985: 58): 

"'Ihe Decision Band t-bdel by itself is insufficient to 
provide a oontimDus grading of jobs: it cannot 
establish the range of job value differentials fran 
the highest to the lowest level which aco:>Unt for the 
pay differentials actually d:>Served between these 
levels." 

The Paterson nethod lends itself to a hierarchical structure. 

Paterson 1 s discussion of relati<XlS in decision-naki.ng is concerned 

with the system of structural autb::>rity where he illustrates 

n:minal, actual and full cent.rel with the structural diad and triad. 

He does int.rodi.x:e the ooncept of 'sapiential' authority by stating 

' 
t&~t (1972: 22): 

"Far the purposes of job evaluation the imI:ortant p::>int 
is that a persai • • • Who has the right to tell a 
oolleague that he 'nust d:> if' . . . is oo the same 
level as the decision-naker. 11 

But othexwise Paterscn concentrates oo the function decisions in the 

hierard:rical ccntext. This leads Biesheuvel (1985: 59) to state: 

"Paterson has postulated an army-style decision 
process, with an hierarchical a:mnand structure 1 which 
may fit highly bureaucratic organisations . . • It is 
nest inappropriate, h:rwever, to a business practising 
a participative style of rranagement, where job 
boundaries are less clearly circumscribed, lines of 
authority are of a different order, the c::mnand fran 
a.l:ove being largely replaced by joint consultation, 
and a g:x:xi deal of autoncmy in decision making has 
been granted. " 
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Biesheuvel does not believe that all p::>licy decisions (which 

Paterscn classifies as F Band decisions) are taken at Board level. 

He maintains that policy decisions may well be taken at lov.er 

levels, arrl that it is unrealistic for Pa:t.ersai to classify these 

i:olicy decisiais as, for exairq?le, "programning decisions 11
• 

Biesheuvel takes Pat.ersai' s titles ( "p::>licy", · "_programning11
, and so 

ai) very literally, witho..tt ai;parently noting the entire definition, 

incll.Xiing factors such as limits of discretion. Nor does Biesheuvel 

seem t.o cx:nsider wile bears responsibility for decisions 

(irrespective of ~ makes recxmnendations) . 

The choice of decision naking is an acceptable factor to Biesheuvel, 

but he states (1985: 61 ) : 

11Jcbs should be graded, not. acc:ording to the 
descriptive decisioo nakin; band in which they can be 
classified, but ac:::o::>rding to the difficulty and 
a:mplexity of their cont..ributioo to the decision 
making process• II 

He cx:ntinues (1985: 64): 

''We agree that all jobs, even the low level ooes, 
involve decisions, though n::>t. of t.'le kind Paterson 
relies oo; we also agree that a very wide range of 
decisions in tenns of o:mplexity and difficulty can be 
distinguished, though not by means of tile criteria and 
methods advocated by Paterson." 

Although Biesheuvel cautions against the use of the Paterson method 

"an the grounds of the methodological weaknesses" ( 1985: 66 ) , he 

does rx>t attack the hyp::>thesis put forward by Paterson regarding the 

pay structure that the Paterson system prod~es. 
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Bowey and Eccles (1975) criticise the Patersoo system as intrOOucing 

"a strong bias in favour of 'nanagerial' jobs", and having the 

"handicap of reinforcing the old-nanagernent-biased status quo even 

though not based oo 1 factors 1 and Paterson claims (the method is) 

equally applicable to all jobs II• 

A fun:lamenta.l criticism of the Paterson system remains: the single 

factor of decision-naking cXies not have scientific face validity. 

It is difficult to accept Paterscn's belief that decisioo-naking, 

being a:::nnrn t.o all jobs is the only factor by which jobs can be 

a::inpared. 

3. 7 Other Methods 

It was stated in the intrcdtctory paragraphs to this section that 

job evaluation systems which are pre:lcminantly used for higher 

levels in the organisation waild not be discussed. Also / those 

methods not widely used in South Africa would not be o::>nsidered. · 

For the sake of cxxnpleteness, it is 'Werth mentioning sane of these 

systems: 

- Guide-cha.rt Profile Method (the Hay system) 

- Q Method 

- Factor Canparison Methoo 

- Time Span.of Discretion Method. 
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The Guide-Chart. Profile Methcx:l is best suited to executive and 

management levels in the organisation. It relies oo three 

a:>ncepts: acoountability, prcblem-solving and know-hJw. The 

system is OOP.fright and details of the charts which are drawn up for 

individual cxxnp;mies nay oot be p.lblished. Apart fran its use for 

the higher levels, it is seldcm enoountered in South Africa. 

The Q Metb::ld "Was developed by the National Institute for Personnel 

Research {NIPR}, the nane being derived fran the questionnaires used 

to obtain infonnation for drawing up job descriptions. The metliod 

has three key dimensions: decision naking, ccntrols and contact 

with people. These are subdivided into nine factors : 

-. nature of the job 

- the nost o:::mplex recurring decisions to be taken to resolve 

problems 

- the background necessary to'identify and resolve problems 

- resources available to assist the solution of problems 

- the restraints detennining actions or decisions 

- the nature of oontrol over decisions exercised by a su,perior 

- the nature of the feedback and o::>nsequences or implications 

thereof 

- the nature of the oontact with pe:>ple inside and outside the 

organisation. 

r 
The metho:iol03Y for implementing the Q Methcx:l is rather nore 

structured than other p::>ints systems, such as the Perames rrethcx:l. 
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or why t.inE span measures level of work or anbodies the essence of 

equity". The net.hod appears ooly t.o attract. intellectual interest. 

3.8 Surmary 

The preceding sectiCXlS have given sane of the details of several job 

evalua.tioo systems used for wage earners in South Africa. The 

various criticisms indicate that no system is without oonceptual or 

The two systems no.st widely used in the 

SOUth African private sector (Pat.ersoo and PeratneS) have been 

attacked. on various counts. The purpose of this discussion was t.o 

provide the background to Livy's cx:mnent (1975: 146) that 

"job evaluation can offer a neans for marshalling the 
various forces together and for interrelating 
canparable ·units of ~..h re::Jlliring canparable sets of 
skills a."ld capacities with prevailing market 
a::nii. tions" • 

Biesheuwel's cx:mrent on the factor ocmparison net.hod that it is 

"entirely arbitrary11 can surely be extended t.o apply to all of the 

job evalua.ticn systems discussed. A la.ck of scientific objectivity 

is evident in all the syste:ns: the choice of fact.ors, their 

weightings and the allocation of values to these factors are 

arbitrary. The argurents of the proponents of the various concepts 

and systems are oot fully convincing. The use of job evaluation as 

the basis for pay structuring is thus theoretically suspect. The 

o::mnents of Wcx:rt:ton in the next section support this view. 
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The next sections ccnsider the structuring of wages and their 

presentation in salary surveys. 

4. WAGE Sl'Rl.JCIURIN3 

In discussing the , theoretical o:>nsiderations of job evalu-ation, 

Livy (1975: 129) qoot.es Wootton (1955): 

"Jd:> evaluation 1 respects in practice the boundaries 
set by a:invention to which in theory it might offer 
serious challenge ' 11

• 

He oontinues : 

''Perhaps job evaluaticn is a myth, a Jt¥stique for 
• oovering up inequities in the social system. What is 

nore, the introduction of a fanna.1 systan may rigidify 
·(sic) and in¢e the processes of change. The 
problem enters the political arena. There can be oo 
doubt tl:lat the validation of joo evaluation of plans 
as wholes, or. the various supposedly oorrelated 
factors included in them, is a tricky exercise. 11 

Yet it is not always fair to blame jOO evaluation for _perceived 

inequities in a system. Frequently the inequities are nanifested 

in the fonn of pay. Job evaluation is theoretically detached fro:n 

pay and wage structuring (unless, of oourse, existing structures 

have l:een used to weight factors) . In practice it is inextricably 

linked to wage structuring in that it is a fundamental instrurrent 

for distributing an organisation's salary and wage bill. 

/ 

While it may not be fair to blame job evaluation for pay inequities, 

it is fair to blame those wno propagate the use of certain job 
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evaluation system as the basis of wage structuring. There is oo 

sound theoretical reasoo for drawing a pay curve with job evaluaticn 

grades spaced e:'.!Uidistantly oo the h:>rizcntal axis, 1-v.e.ge 1 an the 

vertical axis, and expecting the resulting curve to ha.ve 

mathematically reaJgnisable characteristics. Paterson (1972: 126) 

a::mnents.: 

"Sane believe that the pay curve is linear, that there 
is a linear relationship between pay and p:>ints; 
others, ~er, believe the relatiaishi.p is gecroetric 

'nlese are beliefs, neither theories nor logical 
principles that have been proved. 11 

When discussing salary and wage structuring, Biesheuvel (1985: 142) 

quotes extensively fran the work of L.K. Savery, but he adds that 

Savery' s work is "very mu::::h a 'Hc:M to oo it 1 oontribution to the 

Subject of ~ticn. 'llie theoretical or oonceptual aspects of 

his prescriptioos are D:>t discussed ••• " • T'nis is a mma:1 failing 

with the literature. Paterson Cbes attanpt to present a 

theoretical or o::nceptual argurrent, and this is oow discussed. 

4.1 Paterson's Relationship Between Pay and Joo Evaluation 
Grade 

Paterson seeks t.o present a relationship between pay and grade which 

will provide sare :rreasure of theoretical validity to his <L~ision-

band theory of job evaluation in the pay structuring oontext. His 

eA'Planation (1972: 153) is surrmarised below: 

The difference betwee.'1. each band involves t..'le categorical 

inperative, so the relation between the co-ordinator and the 



co-ordinated is cne of the sense of resp:>nsibility: there 

is 'unit of resp:>nsibility 1 between each. 

Resp:>nsibility cannot be delegated so there will be 

accumulated resp:>nsibili ty upwards. C'.alsider three 

managers, K, L and M, with L reporting to K, and M reporting 

t.o L. Because L canoot delegate resp:>nsibility, he remains 

resp:>nsible t.o K Whatever M might oo. 

resp:::>nsibility' M to L, and L to K, rerai.n. 

The two 'wits of 

Referring rr:M to Paterson's job evaluation rrethod, let the 

relation between each band be one 'unit of resp:>nsibility 1
, 

then if the responsibility at Band A is 1, the 

resp:>nsibility at Bani B will be l + 1 = 2 and at Bar:rl C 1 + 

~ 2 + 1 = 4. Table 4.9 is obtained by continuing in this 

fashion. 

Thus if y = reward, an:i x = band, y = 2~ 

Since each band (except the first) is divisible into ~ 

grades, then when x = nuni:>er of grades 

Any one unit of money may be taken as equi v-ctl.ent to one 

'unit of resp:>nsibility 1
, so Paterson ooncludes that the 

/ 
relationship between grade and reward is logarithmic: a 

linear horizontal scale of grade, and a vertical logarithmic 
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TABLE 4.9 

ACCUM.Jl.ATICN OF UNITS OF RF.SPCNSIBILITY BY BAND 

Band 

First A 

Seo::>nd B 

'lhlrd c 

Fourth D 

Fifth E 

Sixth F 

• 

Total Band Units 

l 

1 + 1 = 2 

1+2+1=4 

1+2+4+1=8 

l + 2 + 4 + 8 + 1 = 16 

1 + 2 + 4 + 8 + 16 + 1 = 32 
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scale of pay will yield a straight line relationship between 

the two. 

This rather ingeneous (rut exaggerated and sinplistic) theory 

reinforces the hierarchical characteristics of the Paterson meth::ld. 

Paterson quotes sane examples \<lihere his theory 1'WOI'ks'. When 

salary survey data are plotted on the system of axes prop:>sed by 

Patersoo, the results are fairly close to a straight line. It is 

difficult to accept Paterson 1 s explanation for this apparent 

relatiooship between pay arxi Paterson grade. If individual 

organisations have been st.riving to achieve this straight line pay 

curve, it is IX>t. surprising that their structure exhibits such a 

relationship. Similarly, the shape of the salary survey curve may 

also reflect the effect of organisations' attempting to achieve wnat 

they have been led to believe is an 'equitable pay structure' • 

4. 2 Establisl'ment of Wage Structure 

It has been mantioned that Biesheuvel found that nnst literature 

refers to the 'H::Yw to Cb it' aspect of structuring. Typical of 

such an approach is the example of Karr and Fischback (in Rock 

(ed.), 1984) of the Am.:!rican Association of Industrial Managenent: 

11The Association rea:mnends the use of ranges 
overlapping approximately half a grade with a 
percentage progression {typically of 10%) . Spread 
within ·grade is 23%. " 

This example is illustrated in Figure 4.1. 



Salary 

1900 

1700 

1500 

1300 

1100 

700 

FIGtJRE 4. 1 

SAMPLE SAT.ARY STRu:TURE 

1245 

1120 

1010 1010 

910 910 

820 

745 

1 2 3 4 

Grade progression 10,0% 

Spread within grade 23,1% 

1530 

1380 

1245 

1120 

5 6 

1890 

1700 

1530 

1380 

7 8 

Adapted from Y--arr & Fischbach (ir1 Rock (ed.) 1 p. 13/11) 
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Grade 



146 

The concept of overlap is illustrated in Figure 4.1. The p.irp:>se 

of overlap is t.o enable a superior worker in a given range to be 

pa.id nore than a less effective worker in the next grade. (Iilrgess 

(1984: 195) qootes several Anerican sources that na.intain that an 

overlap of 50% is acceptable. The questionnaire sent to South 

African organisations (ne.ntioned in the beginning of this dlapter) 

indicated that sane 00% of respondents had overlaps of less than 

30%. Overall figures of overlap are not too meaningful: figures 

for overlaps at the different grades 'WOU.ld be nore useful. 

~ver, the above figures indicate a rrn.x::h steeper pay curve in the 

South African cxritext than in the Anerican situation. Paterscn 

{1981: 133) ne.nticns that he has encx:>untere:i overlap, particularly 

overlap of Grade B3 by Grade B2, but not 

"a substantive grade pay overlapping the substantive 
pay arove, mr a a:x>rclinative grade pay overlapping 
the coordinative above because a job cannot be 
rewarded nore than the job to which it has a relation 
of responsibility ... 

(The terms ~ substantive' an:i ' o:::iordinati ve grade 1 refer to the l<Y.>Jer 

and upper grades shown in Table 4. 8. ) 

In other W'Ords, B2 will not overlap C2, nor will B3 and C3 overlap. 

He fi."lds the 50% overlap acceptable, except "if there is overlap by 

a coordinative grade pay of the substantive in tile ha.rid above it is 

alw:ays srrall" . 

The 'size' of the boxes in Figure 4.1 is effectively the detenninant 

of the overlap. Advice al:ounds in terms of the a.'rount by -which the 
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max.imun of a grade sOOuld exceed the rredian, and the percentage 

below the ne:li.an for the mi.nirnun of the scale • Figures in Burgess 

{1984: 195), Milkovich and Newman (1984: 256) and· Biesheuvel (1985: 

156) are in the range of 20% - 30% :fbr the top of the scale alx>ve 

the ne:lian, and 10% - 20% for the rottan of the scale below the 

median. Biesheuvel (1985: 161) <p:)tes examples at the South 

African Brev.eries of the maxima (representing fully cnnpetent 

levels) being two standard deviations al::ove salary survey means, and 

the minima being ooe standard deviation below salary survey means. 

Again, there is oo theoretical justification or explanatio.'1 for such 

firxlings. 

Paterson (1981: 137) agrees with the naximurn being in the region of 

2"% - 30% above the rrean: 

"It is scmetines said that (the) maximum should not be 
greater than 25% of the basic pay - a statement that 
is based an experience rather than on logic 1 The 
theoretical reason for this E!T!Piricism is that the 
slope of the pay curve in western industrial societies 
is of the order .of 1,25 + 0,05, hence the na.xi.nnJm 
should not be greater than the mid-point of the next 
grade." 

It should be noted that there is no ttheoretical reason' for such 

pay curve slopes. 

4.3 Gradients 

Paterson (1972: 165} has rrade several suggestions regarding the 

slopes of pay curves. He is oot prescriptive in tenns of what 

slopes should be, but rather makes observations of slopes varying 

- -- -----.-··----------~,--.. --
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fran 1,05 to 1,30. These rray be interpreted as saying that the 

wage of ooe grade is 5% (or 30% resj?eCtively) higher than the wage 

of the preceding grade. Paterson (1972: 167) o:mnent.s: "In any 

one industry the slope of the pay curve appears to vary with size of 

finn" (the larger the finn the steeper the slope). Benge (in Rock 

(ed.), 1984) indicates that the slope of the pay curve depends en 

the nature of the organisation: he gives a slope of 6% for what he 

describes as a "static" organisation with "slow progression,., a 

slope of 18% is found in a "rapidly expanding organisation". 

There is oo reason to suspect that 9J:'adients will remain oonstant 

across all grades. NarrONi.ng of wage gaps at certain levels, blue 

oollar/Wnite collar differentials, pay a::m.pression and the effect of 

trade unions are all p::>Ssible reascns for c.~ges in gradients. 

Figure 4. 2 shows two pay curves, AA and BA., where AA shONS a 

oonstant gradient througb::)ut whereas BA. illustrates the 1Cbg-leg' 

effect with upNard pressure an wages at the b::>ttan levels. 

Clearly, the v.e.ge structures nenticned above have n::> scientific 

foundation. They can do little nore than explain, justify or 

entrench a particular dispersion of wages. 

5. SALARY SURVEYS IN SOUlli AFRICA 

Salary and "Wage structuring on the basis of a job evaluation systan 

is used for obtaining and rra.intaining internal salary and wage 
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FIGURE 4.2 

PN:l CURVE WITH DIFFER.ENI' SLOPFS 

log pay 

A 

A 

1 2 3 4 5 6 7 8 10 

Grade 
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e:pity arrl oonsistency. Jaques (1970: 124) believes there is "an 

unrecx>gnised systa:n of oorrns of fair pa.yrcent for any given level of 

work, uno::mscious knowledge of these norms being shared anong the 

pop.ilation engaged in employrrent work. It is because of these 

intuitive oorms that (the individual) has had recourse to the 

ccncept of equity in describing the scale of 1 felt-fair 1 

differential paynents". Such 1 felt-fair 1 differential payments 

have an internal and an external cnuponent, the funner 1 s being 

addressed by job evaluation, the latter 1 s being affected by 1nerket 1 

a:niitions. Att.enpts are nade to obtain 'rcarket • information by 

using salary surveys. 

In South Africa, these are exclusively for the use of management: 

ct>nsultants producing salary surveys typically take the view that 

salary and wage data are provided by the rranagement of participating 

organisations, the surveys are pa.id for by these organisations and 

that processed ( a:nfidentia.1) salary and wage information will not 

be rcade available to third parties. Trade unions r as organisations 

.i.."'l themselves, have not. been allO\\ed to participate in salary 

surveys because oonsultants have questioned whether the unions will 

cnly use the infonnation for their c::7Nn internal organisational 

needs, or whether the information will be used by the unions in a 

bargaining situation oo be.."l-ialf of their me:nbers. Salary surveys 

thus remain a management tcol. There is no doubt that management 

<bes have the use of salary surveys for negotiating purposes. 
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Salary surveys are a rrechanism for replacing the ''haphazard process" 

{Biesheuvel, 1985: 119) of trying to detennine 'the going-rate' of a 

job rather than by using published official figures, advertisem:nts, 

nmour, subjective feelings of the relative worth of a job, and so 

oo. 

This section describes certain aspects of salary surveys in South 

Africa arxi discusses sane of their weaknesses in representing 

'narket' salaries arxi wages. 

5 .1 Background to South African Salary Surveys 

'Ihe first salary survey in South Africa was prod~ in 1964 ~ the 

Sputh African Breweries (SAB) for its subsidiaries and organisations 

in its group. The intention was to cbtain salary and \Yage 

information for key positions ·Of prinary interest to the Saith 

African Breweries. In order to assist participants in understanding 

the survey an:1 its ~emants, an .imaginary canpmy ~tructure was 

drawn. The name of this organisation was Perannes Limited. 

Biesheuvel (1985: 12£1} describes this structure as having "fbur 

functional divisions vertically and 20 grades horizootally and 

eventually also a head office/branch structure". This survey 

outgrew the Perannes M::xiel Chart, so a job evaluation system was 

required to assist in rratching jobs.. The Castellion job evaluation 

system was oonsidered too a:roplicated, so a simplified fonn was 

derived fran the Castellion system. This t:ecame the Perannes job 

evaluation system. The SAB survey oontinued for eight years. 



152 

Mea.nwhile the first o:mnercial salary survey was produced in 1968 by 

UAL Managem:mt Services. By 1972 there were sore 550 organisation's 

participating in this salary survey. In 1974/75 this survey split 

with ooe sectioo o.:nt>ining with the rermants of the 

castellioo/Perannes survey, ultimately funning the tasis of the 

salary survey plblished by FSA (Pty) Limited (managem:mt 

oonsultants) ; the other part of the 00.. survey was t.aken over by 

Urwick Internatiooal Who produ::ed the survey until 1978/79, when it 

'Na.S acquired by the P-E c.ctlsulting Group. 

There are rOil two min salary surveys in South Africa: those 

pro1u=:ed by P-E c.orporate Services (Pty) Ltd and those produced by 

• FSA Remuneration (Pty) Ltd. Each organisation claims to have sc.me 

800 participants, with these participating organisations employing 

one and a half to two million people. .Af:proximately half of each 

surveys' participants also t.akes the other survey. Both 

organisations J?Ublish bi-annual surveys for three categories of 

employees: 

- top execi.itives 

· - ·general staff: Wnites 

- general staff: Asians, Blacks and Coloureds. 

Pach oonsul tancy also publishes a series of industry surveys, such 

as for the mining industry, the retail industry, the insurance 
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.industry, and so oo. More specific details of the P-E survey are 

given in the next chapter. 

There are other salary surveys in Sa.rt:h Africa. The Hay-MSL Group 

?Jblishes an executive salary survey which supports its <X>nfidential 

and exclusive job evaluation system. There are less than 100 

participants. Other regional or cx::mpany specific surveys are 

available, but these are generally nore 'elitist' than the general 

salary surveys whose participation is q>en to all organisations, 

except trade unioos arx3. other employee h:xties. 

5 .2 The Collection and Analysis of Data 

Sis.lacy and wage data are a::>llect.ed by questionnaire. The ra.mber of 

employees whose salaries or wages are analysed has increased greatly 

with participating organisations being able to sul:rnit their data en 

tape once it has been <i:Jwn-loa.ded fran their CXJnfllterised payroll. 

Job (or position) codes are used to oollect data. Each oode 

represents a particular job whose title and brief job description 

are used as the basis of canparison. (Tne Perames survey oollects 

data by grade.) This is probably the greatest potential scr1.2rce of 

error. It is an imfossible task for the oonsultants to che""'....k the 

matching of different jobs. The only check can be the i.mp::)sition 

of lower and · upper salary lirni ts for each job cluster, which will 

form the basis of a:::mp..tter checking. 
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Milkovic.11 and Newnan (1984: 238) highlight the problem: "Many 

aspects of pay surveys have been ignored by researchers • • . Li. ttle 

is kn7v.n alx>ut ensuring cx:Jnparability of key joo matches or matching 

benefit packages. We oo oot even kD:>w" b::Jw representative of sane 

markets the survey participants are. 11 The last sentence is 

inp:>rtant because it is likely t.hat the larger or nore progressive 

organisatiCXlS will participate in surveys. This will result in the 

survey ne:lian salaries and wages being rather higher than the true 

1 n:arket' figures . 

Fbr each job cx:xie, further data oo race, location and industry 

sector are cx:>llect.ed. In sane cases different a:xles ref er 

specifically.to male and female anployees. {Data relating to age 

ahd certain organisational size pa.rarceters are cnly cx:>llected for 

executives. ) Biesheuvel ( 1985: 122 ) states t.hat "regional 

differences have been found in practice t.o be not all that .imfortant 

in South Africa" • The validity of this statement depends oo the 

interpretation of "oot all that imp::>rt.ant 11 since a 20% differential 

is frequently found between coastal areas and the rnv area. 

The industry categorisation is rather broad in order to ensure 

adequate samples in the ·individual categories. For example, the 

P-E Survey's 'Consurrer G:x:xis Manufacture' category includes d:::mestic 

appliances, food and drink, leisure prodocts, phannaceuticals and 

cosrreti.cs, tcbacoo and liquor and furniture. The reasons for 

'ensuring adequate samples' ar~ to maintain Confidentiality in that 

00 orga..'1.i.sation 1 
$ data must. be recognisable I and also to OOtain 
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statistically neani.ngful data. For example, oo data will be 

p.lblished in the P-E survey unless there are at least three 

different organisations su1:::mi.tting data in one location or sector; 

the quartiles are ally sl:lown if at least 10 it.ems of salary or '.Na.ge 

data are received for ooe locatioo. 

An increasing rnmt>er of crganisations (62% in 1982, 74% in 1985 -

P-E Surveys) claim to have an integrated pay stnx::ture. This means 

that they claim n:Jt to discriminate oo the grounds of sex or race, 

and so many do n:rt: have a reference to race oo their payrolls. 

Salary and wage inf onnatioo is thus entered into salary surveys 

under the 1\mi.te • category. This has serious inplications for 

p.lblishing figures in that although discriminatioo is disclained, 

these so-called integrated pay structures are likely to reveal lower 

figures than \toOU.ld an •All White' structure. To this extent it is 

likely that salary survey figures shONn in 1 \\hi.te' tables are rather 

l.cMer than What 'Whites' are actually earning~ yet these 'White' 

tables will certainly indicate nu:::."1 higher rates than are being paid 

to 'Nan-whi.tes' in an integrated pay structure. The net result is 

that 'Vhite' salary survey nedian figures probably lie sanewh.ere 

between what is being paid to ·~tes' and that being pa.id to 'Non-

Whites' v.here there is supp:>sed to be oo discrii-ni.nation. 

Surveys ign::>re the management profile of organisations. Haigh (in 

Rock { ed • ) I .. 1984 ) o::mrents : 

"Another less tangible but equally imp:>rtant factor is. 
the reputation and image the ccmpany projects as l:::ieing 
well-nanaged and a leader fran a personnel relations 



standi;x:>int. This would include o:mpmies which have 
a:nsistently derronstrated over ti.me their fairness and 
interest in employees and which provide attractive, 
well-crafted cx:mpensa:tioo and benefit programs." 
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Foster (in Rocle (ed.), 1984) enlfhasises another problem in the 

perceptioo aIXi reception of surveys: 

''Managerrent views survey results nore favourably if the 
participants are of o::mp:irable size, in the same 
industry, aIXi have similar pay policies. These 
fact.ors play an irnp:>rt.ant role in obtaining accurate 
data. Surprisingly, nany surveys seriously 
miscalculate their role. sane surveys, for exanple, 
a:ncent.rate oo o:ntrolling for o::mpany size at the 
expense of attaining job · a::mp:uabili ty. Others 
stress cx::Jnf:SI'ability but neglect. size or industry 
differences. Surveys seldcm deal effectively with 
all these considerations at the same ti.me." · 

S..3 Surmary 

The previous paragraphs have given a brief out.line of the background 

to, and sane of the problems associated with, salary surveys. It 

is as well to be aware of the nany problems inherent in the surveys, 

otherwise an analysis of ·their results could lead to idealistic 

expectations. Surveys can be rx:> nore than guidelines representing 

the pay rates of their participants. They form but one of the nany 

canponents involved in the detennination of remuneration levels. 

Another oanp:>nent is that of fringe benefits, oonuses and 

incentives. These are analysed in good salary surveys, but n::> 

descriptions have been given since this aspect does not fonn part of 

this study. 
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QiAPI'ER 5 

ANALYSIS OF MMKET AND MIL'ITMJM WAGES 

1. INI'IDIX.JCI'IOO 

'lhi.s chapter explains how the narket and minimum wage data are 

derived and presented in . the Afpendices. The findings are discussed 

in Chapter 6. This chapter outlines in general tenns b:>w the data 

are analysed. In order to investigate the relationship between 

minimum wages and market rates, two sources of data have been used: 

the industrial oouncil and wage board figures cx:mpiled by the 

Southern African Lal:our am Develoµrent Research Unit (Saldru) and 
I 

the Salary Surveys published by the P-E Consulting Group. 

Although recent salary surveys contain up to 1 000 p:>sitions in nost 

broad industry categories with a locational breakd::>wn, the 

industrial categorisation is not as detailed as are the industrial 

oouncil agreerents or wage 1:::oard detenninations. For this reason it 

is the salary surve.ts which have detennined which industrial council 

agreements and wage 1::oard detenninations have been used. 

Salary surveys have been discussed in general tenns in the previous 

c.."iapter, but before ex.'li.biting the wage data, it is necessar.f 

briefly to discuss the presentatio.."1 of tot:h the market da.ta and the 

For ease of reference, the Appendices 
are bound in Volume II 



158 

minimum wage figures. This will be followed by a description of 

the :rrethOOology used in deriving the wage rates. 

This chapter presents only the :rretilOOology of the study. The 

Afpendices CX)Iltain the factual results, interpret.ation of which 

appears in Chapter 6. 

2. SCXJR:ES OF DATA 

Brief descriptions are given of the two sources of dat.a. 

2.1 The Salary Surveys 

General staff salary surveys have been used in this study. The 

latest survey used, the Septerrber 1983 General St.aff Survey, covered 

847 organisations employing over 1 millicn st.aff of all races w-ith 

the broad industry sector breakcbwn of participating CCltlf8.I'lies shown 

in Table 5 .1. 

An illustration of the way salaries are currently presented is sho'wn 

in Table 5.2 (Septenber 1984 General Staff Salary Survey - Volurre 

I, Part 2 (Wnites)). 

In the surveys fran 1982 oowards, salaries have also been given by 

Paterson Grade as shown in Table 5. 3 (September 1984 Ge.1eral Staff 

Salary Survey - Volume I, Part 1). 



TABLE 5.1 

BRFAKIX>W'.'J' OF PARI'ICIPATIN3 Oa:iANISATIONS BY INOOSTRY SEX:IOR 

Industry Sector 

Prirrary Prcxiuctian 

Mining 

Materials Manufacture 

COnstruction 

Industrial Fquipnent Manufacture 

COnsum:r Gcxxis Manufacture 

Distribution 

Service Industries 

Financial Institutions 

Non-Profit Organisations 

N = 847 

% of Canpmies 

8 

5 

19 

6 

17 

21 

8 

6 

6 

4 

100 

Source: September 1983 General Staff Salary Survey -
Vol~ I, Part 1 
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TABLE 5.2 

EXAMPLE OF SALARY SURVEY GENERAL STAFF TABLE 

CLERICAL AND 
SECRETARIAL 

A288 PRIVATE SECRETARY (TO OTHER THAN CHIEF EXECUTIVE) . OYER 10 YEARS EXP. 

Handles all stenographic wrk, filing, reception, appointments and travel arrallQElllll!nts for a senior nanager. 

84 

~;:7:. UIMIJlY-~~~~ ;'. ·:~,:.:;_LOC.ATIOff .:_:· .• ~: ::'M\·: ·,~.-- --~·:: .~: ....:. .. ;,,;;:,,:~a~ft. '.>'~;:z.- ~~'i:i: 

c'. ""-Y ~ i,;{:s;: llDJ ~ .'='". ---=· --- * ..... ~r. ·.:~= i:_,,.· U8 1096 1215 1323 1385 . . 
~~;..,_;..?"\.. :;.:~ ..... ~. ~:. -i;..j,, 47 1050 1130 1362 1}92 -~· ... .... , ... 921 918 ·-' -~ ·.:-',~ ·ti.l'lllld .. ~ . 

~~ :~.- .. .. 159 1020 1099 1184 1326 

:..u.• -';-~··.: ··~ : .... i-:. 25 979 1035 1177 1191 ...... -, 1068 1075 :;~-~-"'T"•'!"'. 
.. 

41! 1064 1115 II~ 1212 
.. r:.:: llCINI&.: ::.'i:; ""-f.° o"!Nllllll·~\.- -~ -~·· ' . -- 162 865 930 995 1092 . ColW' ca.,.. fl t I - 91iit ..... "' ........ .._.._ . .-.~:-· 269 815 888 !002 1104 ·--~ .... -«'·· 921 

·~ 
........ 92 \ ;IP .......... 95 861 1028 1268 I S87 .-
. ...._ .. OFS .... _C.. 

16 800 1090 1116 
.v .. IOBC 
~---:A-• <-ALLAlll&& 

1259 9r2·· 1068 1230. 1~5 • ~ouu I 11 · 99J 



1.oe9tion: ALL LOCATIONS 

·. LOWER 
• ..OUARTll.E •. 

,L •UPPER .. 
... QUARTIU. .. 

. · . .:.·· ... 

··,: ... · ... ::9(}!h· 

PERCENT1LE 

301 

362 

AlB j 

TABLE 5.3 

EXAMPLE OF SALARY SURVEY TABLE 

MALE AND FEMALE 

Race: ALL RACES 

360 454 545 635 733 910 

411 560 670 779 880 1070 

491 690 810 912 1030 1305 

600 800 945 1085 1233 1595 
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SALARIES BY GRADE 

P~ge 1 

Employ11e Function: ALL FUNCTIONS 

950 1275 1375 1625 2024 2360 

1205 1494 1665 1900 2350 27'>[ 

1477 1718 1920 2189 2695 JZ()( 

171G 1945 2176 2470 3077 36()( 
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Because tables such as that shown in Table 5.3 have cnly been 

available since 1982, they were oot used in the study. Rather, 

tables such as that depicted in Table 5.2 have provided the basic 

narket salary figures for the pericxi 1978 to 1983. Al though much 

infonnation fran years prior to 1978 is available, industry sector 

breakCbwns are inadequate. 1983 was the latest year for which 

Saldru figures were available When this study o:mrenced. 

In each survey, the figures are as at l July of the year o:ncerned. 

2. 2 Industrial Council and wage Board Rates 

'Ihe Southern African Labour and Developnent Research Unit has 

pr:-odoced a series of canprehensive analyses of the mininrum wage 

rates set by South Africa's industrial oouncils and wage lx>a.rds. 

For. each agreement a set of figures is presented Which specifies 

vmether the wage rate resulted frcm an anerxJment or a rrain agreem:mt 

and the date en \oioh.ich the rate ~ into force. Nc:minal and real 

wages {in 1975 rand) are presente:l with the nunt:>er of hours worked 

per week. Table 5.4 sha.Ns part of the infonnation given for the 

Iron, Steel, Engineering and Metallurgical LJdustry Main Agreercent. 

The titles Rate I, Rate A and so on refer to positi<XlS described in 

the relevant Governrne.-it Gazette. 

later. 

These are ref erred to again 
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TABLE 5.4 

EXTRACI' FOCM SAIDRU Is MINIMtM WAGE ANALYSIS 

Il:::;:Ol"-l STEEL MAIN 
<Top line nominal wages;Lower line real wages in 1975 rand;Current date:12/83 

ATitlD A1'111D Al!ND MllD Al'lt'ID Al!ND MHD Al!ND AP.HD llAill AllllD AllND Al'INO Al!ND 
!.,,.,., 

41 '" 317J um sm 6m /,/7b f!li7 7178 717'1 7180 5/Bl 7/81 7/S2 7/83 
Rate I 

10.80 IO.SO 14. 40 17.55 20.25 24. 75 26.55 31.50 36.00 41.40 H.55 50.BS 6U5 bB.SS 
14.30 13.9'1 17.b3 19.50 20.3! 22.34 20. '12 22.53 22.90 23.36 22.53 24.85 27.49 26.23 

Current Hours: 45 Hourly Change 1'173 to date: No1inal t537.5I !le al m.11 Current Real Weekly Niqe: R 24.99 
Rate A 
Ml. 75 bO. 75 63.45 78.75 85.50 94.50 'IS.JO 112.50 123.75 l~l.JO 14S.50 lb2.90 189.00 l'IB.45 
80. 4& 78.b'f 17.bb 87.50 SS. 7b BS.29 77.30 80.47 7S.37 79. 74 75.11 79.b2 80.73 75.bO 

Current Holts: 45 Hourly Change 1973 to date: No1inal +226.71 Reil -lo.5I Current Real Meekly Wage: R 72.03 
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3. DATA CALCUI.ATION AND PRES.ENTATICN 

'lbe industries selected for detailed study were chosen in order to 

ensure that adequate and rreaningful dat.a wc:uld be available. The 

follOVling sect.ors were subjected to cx:mprehensive analysis (details 

of p:>si tions and results are in the appendices} : 

- Iron, Steel, Engineering and Metallurgical Industry 

- Chemical Industry, Cape 

- Chemical Manufacturing Industry, Witwatersrand 

- Printing and Newspaper Industry - Duplicating, Screen Printing 
and Corrugated Board and Container Sections 

- Pulp and Paper Manufacturing Industry. 

3,1 Position Grading 

Job descriptions cbtained frCJn the respective Government Gazettes 

were used to grade the positions contained in. the al::ove sectors. 

The Paterson· system of job evaluation was chosen as the basis for 

a::rnt:arison between the agreements and the salary surveys. The 

Paterson system, rather than any other system, 'Na.S chosen for 

several·reasons: 

- The salary surveys are evaluated according to this system (see, 

for example, Table 5. 2, where the illustrative salary table 

indicates that the position of Secretary, wit..'1 the brief job 

description given, is graded as B4). 
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- One of the reascns for the extensive use of the Paterson system 

in South Africa is the relative case of grading. Other p::>ints 

systems of job evaluation, such as Perames and Castellion, are 

nore difficult t.o use where industry-wide grading is required, 

particularly when sate job descriptions are brief. If these 

latter systems were t.o be used, wide assumptions waild have t.o 

be nede regarding certain factors: assigning p:>ints t.o the 

education/intelligence factors, far example, would be highly 

suspect. 

'Ihe choice of p:>si tians in the A and B Bands was extended to include 

sane artiSan p::>sitians, all of which have been graded as Cl. The 

limitation of the study t.o A and B Bands sterns fran the intention t.o 

.investigate the uns'Y~lled {A Band) and semi-skilled (B Band) 

categories. In. any event there are oot nany fOSiticns cnvered by 

minimum wage legislation that would be graded in the C Band (apart 

fran the artisan le-vel} • 

Four rather than five subgrades have been used in the B Band because 

of the difficulty involved in seeking to discriminate particularly 

'between B4 and BS·when using rather brief job descriptions. 

3.1.l Salary survey positions 

Fbr each industry sector selected positions have been grouped for 

each Paterson grade . Appendix I cnntains t.he positions chosen for 

market rate representations of the Iron, Steel, Engineering and 
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~tallurgical Industry Ma.in Agreerrent. Other industries have been 

treated likewise. 

3.1.2 Irxiustrial Council and Wage Board positions 

Joo descriptions obtained frcm the respective Government Gazettes 

have been used to grade these posi ticns. Not all positions in each 

industry have been graded: in certain cases insufficient 

infonnation cx:>ncerning the job has prevented accurate grading. 

'Ihis is particularly problematic where the job canponents indicate a 

certain (rx:n-supervisory) grade, rut a supervisory a:mp:ment is 

added as a final element in the job description. Such positions 

have been ignored. Afpendi.x I oont.ains the graded positions for 

the Iron and Steel Main Agreement. 

3.2 calculation of Wage Rates 

The study places o::>nsiderable ernfi1.asis oo the analysis of the wages 

of Asians, Blacks and Coloureds. There are few Wnites in the 

A Ba.n::1 and in the B Band positions which are covered in industrial 

council agreements. Where rrarket figures have been available for 

Whites, these have been inclu:ied to produce two sets of results in 

rrost cases. 
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3.2.1 calculation of narket rates 

Weighted averages of the salary survey narket figures have been used 

to incorp:>rate the different races. The weights have been in 

acoordance with the 1980 census figures for the different categories 

of employee. For example, for the Iron, Steel, Engineering and 

Metallurgical Industry, the weightings have been as follows: 

- For weighted average of Asians, Blacks and Coloureds 

(abbreviated AOC): · 

Asians 3% 

Blacks 83% 

Coloureds 14% 

• 

- For weighted average of Whites, Asians, Blacks and Coloureds 

(abbreviated WABC) 

Wnites 16% 

Asians 2% 

Blacks 73% 

Coloureds 9% 

Weightings have been changed for the different sectors, and also to 

aca:rmodate the proi:ortionately larger numl::;er of Coloureds in the 

Western cape {applicable cnly to the Chenical Industry (Cape) 

figures}. Wages analysed in this study are basic nonthly pay. 

This explicity excludes other measures of remuneration, such as net 

take-hane pay or gross pay, which rna.y be rrore meaningful to the 
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individual. While aOOitional allov.a.nces such as shift al1Cf.lt0.Ilces, 

overtirce pay, danger pay and incentives or b:Jnuses are quantified in 

general teI111S in the Salary Surveys, their discussion in the surveys 

is for policy fonnula.tioo p.irp:>ses: they could mt be use5 for 

o:II1p3.rati ve purp:>Ses, and in any event min.imun wage legislatioo can 

only specify such rates, it cannot say what in:iividual anounts will 

actually be paid. 

These nonthly rates have been converted fran naninal to real terms 

(in 1975 Rand) using the ~ oonversioo factors as have been used 

in the Saldru analyses. The fact.ors by Which nan.inal rates have 

been multiplied are given in Table S.S. 

3. 2. 2 Calculation of mi.niIIum rates 

The weekly rates contained in the Saldru analyses have been 

cx:>nver""~ into rronthly wages. 

used in one grade, the ne:lian 

Where three or nore positions were 

figure has been used. The average 

has been taken for cases of two positions per grade. 

Table I. l in Af:pendi.x I shows the market and industrial oouncil 

mininrurn rates for the Iron, Steel, Engineering and Metallurgical 

Industry Main Agreerrent. 

'--------------------------------·- ~"~------------



Year 

1978 

1979 

1980 

1981 

1982 

1983 

TABLE 5.5 

a:tNERSICN FACIDRS FroM IDMINAL 'IO RFAL RATES 

Factor to aJI'lVert rnni.nal to real rates 

(1975 tase = 1,00) 

0,7152 

0,6333 

0,5643 

0,4887 

0,4272 

0,3810 

169 
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3.3 Data Representation 

The market and mi.n.iitu:n rates are shown in tabular fonn (such as 

Table I.l in At:Pendix I). Graphical illustrations are nore useful 

to identify trends CNer tirce or tendencies by grade. SUch 

illustrations appear in the graphs such as Figure I.l in 

Af:pendix I. 

It is evident fran l::oth the tabular am. graphical representations 

that oo occasion the minimum rates are above the market rates. 

Several factors my explain this pheoc:manon: 

- Conp:mies subject to minimum wage legislation are indeed paying 

, less than the mini.mum rates . 

- The dates of salary survey data collection and m:ini.mum v.e.ge 

agreements or am:mdments may coincide, an:l the anended rates may 

not yet have been implen:ented or the old rates may be sul:mitted 

to the surveys. 

- It has not been the fX)licy of the salary surveys to discriminate 

between those or~sations which are and which are not subject 

to minimum wage legislation. Thus, although J:X>Sition 

descriptions are similar and industry categorisation 

incorporates what appear to be organisations in a mm0t1 

industry, there IIBY well be included sane organisations rXJt 

g::>verned by the legislation. 
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'Ihe first case nay occur, Wt is not oor.sidered to be widespread. 

Instances of the secaid situation must surely be rare, so it is felt 

that the third reason is the nest likely. Unfortunately, it is oot 

possible to select and precess the data of cnly those organisations 

subject t.o minimum wage legislation because the original collectioo 

of data did not make allCManee for this. This is a methcx:iological 

proolem and highlights but cne of the problems of salary surveys. 

Graphical representaticns of rrarket and minimun wages by grade also 

illustrate the variation of these two rates over time. The actual 

arcounts by which the t'NO rates differ are quantified by a measure of 

divergence {which is discussed later) . The horizcntal axis has 

been drawn sudl that it indicates a a::>nstant grade width 

irrespective of the rnmber of subgrades: this neans that the width 

of the A Band (with subgrades Al, A2 and A3) has the saire width as 

the lower B Band (with subgrades Bl and B2) • 

As has been nentioned, at the lower grades, narket wages are only 

given for Asians, Blacks and Coloureds. At grades B3 and B4 sane 

White salary figures are presented. Grade Cl is for Whites only. 

'!here is naturally no racial breakcbwn for the miniim..tn wages. 

3.4 Quantifiable Measures for Data Analysis 

It may appear attractive t.o apply statistical techniques t.o the 

data, but closer observation indicates that the nurrber of 
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indeperxient variables is limited (six years in the case of a tirre 

analysis, and eight grades with analysis by grade). 'lWo sirrple 

a:n:epts have been used which seek to identify trends and 

progressions through the grades: divergence and gradients. 

3.4.1 Divergence 

A neasure of divergence {d) between market rates and industrial 

oouncil rates has been chosen as follows: 

n 
E (l.03 MR. - log IC.) 

. l l. l. 
i= 

d = n 

n MR. l/ = log( n (-2:)) n 
i=l ICi 

MR. 
= log ( gecmetric mean IC~) 

l. 

where MR =market rate 

IC = minirnun wage 

n = nlJiti:)er of years 

This neasure of divergence has been taken (rather than a standard 

deviation type fonnula where the difference between market and 

m.ininn.zn rates wcul.d be squared, and then an overall square root 

taken) so that calculation will include (negatively) the situation 

where the rni.nimLm wage is higher than the rrarket rate. Such a 

negative d in one or two years will redu::e the overall divergence 

-------------------~-~--------,~~----~--~-·-
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~ereas the standard deviation wo.ild not discriminate between 

positive anj negative divergences. 

'Ihe reason for intro:iocing this rreasure of divergence is to 

investigate the relationship between market and rninirmlm wages fran 

one grade to the next~ in other words, to answer the question: 

d:>es the differential between narket and minim1.1n rates progressively 

Change fran low to higher grades, or 1t0re specifically, does the 

arcount by which the market rate exceeds the mi.ninUJn wage at Grade Al 

· increase or decrease with a pro:.µ-ession through to Cl? 

Tabular and graphical descriptioos are given in Appendix I for the 

Iron an:i Steel Industry (Table I.2 and Figure I.3). 

3.4.2 Gradients within wage curves 

A secorrl useful in::licat.or of trends is an assessnent of gradients 

within wage curves. In other words, haw does the slope of the pay 

curve between two successive grades change over tine? 

in the slope of the pay curve between Al and A2 

A decrease 

(effectively 

neasured by the percent.age annunt by which the wage in Grade A2 

exceeds the wage in Grade Al) wt.:JUld indicate pay a:mpression at the 

l:x:>ttan levels, in the sense -that there is a trend t.ovards flattening 

the pay curve or reducing differentials. Table I. 3 and Figure I. 4 

in A.fpendix . I illustrate the situation in the Iron and Steel 

Industry, both for market and minimum wages. 
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3. 5 Wage Board Data 

Preceding paragraphs have dealt al.rcost exclusively with minimum wage 

data based oo industrial council agreements. Similar analyses have 

been perfonned with wage tx:ard detennination figures. As with the 

industrial council agreements, wage b::>ard detenninations, cx:mparable 

with the salary survey indust.ry sector breakcbwn, have been 

selected. 

'!he determination selected for cx:mparison with the Ircn and Steel 

industry is the Metal Containers and Allied Products Industry. The 

Chemical and Allied Products Industry provides the basis for 

cnnparison in the chemical industry. Afpendix II oontains the 

p:>sitions by grade use:i for o.::mparison with the Iron and Steel 

industry. 

calculations and data representations similar to those presented for 

industrial council agreements are also included in Appendix II . 

3. 6 Furt.11er In::lustry Sector Analysis 

Similar analyses have been perforrred on other indust...ry sector data, 

as shown in Appendices III, rv and v. 
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3. 7 Coopa.rison of Wages Paid to Males am. Fenales 

Minimum wages do not discriminate between ma.le and fanal.e workers, 

yet differentials C'ert.ainly exist. AJ::pend.ix VI considers mile and 

female operatives' v.eges. 
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DISClJSSICN OF FINDIN3S 

1 • INTIDDUCTICN 

'Ihe job evaluation theorists have claimed that eccnanic theory 

cannot explain wage levels. Yet, job evaluation can do IX> nore 

than provide a structure within which wages can be analysed~ it 

does not give a satisfactory explanation for wage differentials. 

The previous chapter presented certain narket and miniJmml wages, and 

the relationship between them. It is the purpose of this chapter 

to discuss these in tenns of the hyp:)thesis: is mi.nimun wage 

regulation machinery influential in determining narket wages, or is 

it not? Does the level at which minimum wages are set reflect the 

wage level cx:mnensurate with t.he anployment and eoonanic situation? 

Do nii.nimum wages lag behind or lead actual wages? Reference will 

be made to l:oth econanic theory and wage structuring in seeking to 

address these issues. 

2. GENERAL OJMMENI'S 

Before discussing the findings of the previous chapter, several 

general o::mnents are made 

this study. The tenn 

since t.hese have an imp::>rtant bearing on 

'narket' Y.ages is exp:>unded upon: sane 
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characteristics of industrial councils are discussed; 

p:>litical influences are cx:nsidered in the light of 'Nage 

detennination: p.lblished figures relating to ranuneration, 

employment and other factors are analysed in order to identify any 

relaticnship between then. The findings are discussed by analysing 

the results of each sect.Or and by attempting to explain them. The 

last section of this chapter gives a canparison of male and female 

lalx:>urers' v.a.ges. 

2.1 Explanation of Market wages 

'Ihe reference to the salary survey figures as 'narket' 1#.0.ges is 

~t of a misraner: participants in salary surveys are likely 

t6 be the larger, nore profitable and J?OSSibly nore proc;µ:-essive 

organisations. The vast najority of South Africa's 1 Top Hundred 

canpanies ' or their subsidiaries subscribe to salary surveys. This 

means that these organisations are better able to pay higher wages 

and salaries than their snaller, less profitable counterparts. 

This will result in the survey's figures being rather higher than a 

true average for the entire spectrum of industry. For the sake of 

oonvenience the tenn 1narket' wages will continue to be used, 

despite t.>iis reservation. Following the investigation in Mellow 

(1983) v.hi.ch is presented in Chapter 2, it is also likely that 

unions are rrore likely to be found in these larger organisations. 

Even though the 'rrarket' figures are known to be higher than the 

overall average, it is to be expected that an industry nedian figure 
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will be greater than the mini.mun wage. This is simply because 

arganisatiCXlS nay pay the mini.Iru:n wage for a neN, (young) 

inexperienced 't.'Orker, since they are prevente:i fran paying less than 

the mininun figure. An older or nore experienced 'WOI'ker. is bound 

to earn nore, even if it is cnly the 'rot.ch• system which ensures 

this. The question is therefore oot. • W'lether' but rather 'by how 

mx::h' the market rate exceeds the minimun figure. Trends and 

changes over ti.me are nore meaningful than absolute differences. 

2.2 Differences Within Industrial Councils 

'!be wage boards and industrial councils are vastly different bodies. 

It is therefore unreasonable to expect that their effects on wages 

• 
should be directly a::mparable. Sare of the differences were 

explained in Olapter 3. The industrial oouncils are oot 

b::rtogeneous organisatiCXlS with unifonn approaches to mini.mum wage 

regulation. Sare are nore effective than others, but this may be 

nore as a result of the individuals in the industrial o:>uncil than 

the nature of the industry. Fran Marshall' s laws of derived 

demand, it might be expected that wages negotiated by unions should 

be highest where substitution by finns in production and by 

oonsmners in o::msumption is IIOSt difficult. This oonclusion would 

only be realistic if the parties represented i...'1. the industrial 

oouncils were all equally represe...'1.tative and equally o:::rnnitted to 

the sane cause. The operation of an industrial oouncil is 

.irrp:)rtant when . analysing the final agreement. For example, the 

Iron, · Steel, Engineering and Metallurgical Industry industrial 



179 

cx:>uncil o::mprises several parties. Seifsa represents the 

employers. Until 1983 the Metal and Allied Workers 1 Union (W\WU) 

had refused to join the industrial cx:>uncil. Before 1983, the 

employees were represented by 14 unions all of which were affiliated 

to the Coo.federation of Metal and Building Unions ( CMBU) except the 

Suid-Afrikaanse Yster-, Staal en Venante Nywerhede Unie (Y&S} and 

the Steel, Engineering and Allied Workers 1 Union (SE.A.WU). 

Subsequently an IMF grouping has been funned. The lMF unions are 

those united in the Co-ordinating Council of the Internatiooal 

Metalworkers Federation. MAWU belongs to the IMF grouping, but has 

alv.ays refused to sign the i.ndu5trial council agreement. The 

various unions will thus fight for varying interests: Y&S will be 

.i;:articularly interested in its (Vfilite) ne.rct>ers' wages. 01BU 

represents m:my skilled warkers whereas the IMF unions are a::incerned 

with atx:>ut 100 000 na.inly unskilled workers (Saldru Quarterly 

Bulletin, 3/1~85: 37). MAWU has adopted a different bargaining 

stance at meetings of the National Industrial Council for the Iron, 

Steel, Engineering and Metallurgical Industry (NIC), in that Ml\WU 

has been represented by a number of its menbers all of ....nan 

participate in discussions. This is in cx:>ntrast to the 

centralisation of negotiations ori the part of the other parties to 

the e>."tent that only one sp0kesperson fran ea.ch side actually 

negotiates. i-.W.VU has achieved limited success on the NIC, so it 

has also extended its bargaining to individual factory flcor levels. 

The different approaches to negotiation do not. mean that negotiation 

is on a racial b3.sis, but rather, that such unions will press for 
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higher Y.a.ges in those cat.eg:>ries in ~ch their nsnbers are 

employed. 

Q'i the other ham., certain industrial oouncils represent a snall 

group of workers. Far example, the parties to the Chemical 

Industry, Cape industrial oouncil are cne union (Chemical and Al.lied 

Workers ' Unioo) · and one employer organisation (Cape Manufacturing 

Chemists' and Drug;ists • Asscx:iation). This industrial council is 

thus pharmaceutical rather than chemical (in the industrial chemical 

sense) , and the wages negotiated cannot be cx.rnp3Xed with those paid 

in the industrial chemical sector. 

'll'le Y.a.ge toards have at tines tended to respond to situations (such 

as the 1973 strikes), and have not been part.icularly successful in 

keeping wages abreast of the inflation rate. An analysis of 

Saldru' s minimum wages studies revealed that in a randan sample of 

87 sectors oovered by the wage J::oard, the wages of 50% of the 

sectors had not kept up with inflation in the period 1973 to 1984. 

Q'ie third of these sectors was subject to a wage detennination 

within 18 m::nths of the 1973 strikes, having had no adjustzrents in 

the period 1971 to 1973. 

2.3 So:io-Political Influence 

Certainly since the Durban strikes in 1973, there have been 

pressures to improve 'WOrking conditions and to increase the wages of 
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South Africa's Asians, Blacks a.rrl Coloureds. The reascns for this 

are varied. Du 'Ibit (1981: 345) cx:mnents: 

11 1 liberal' employers in South Africa are quick to agree 
that t.he wages a.rrl '#Orking conditions of their workers 
should really be i.Itproved it (is) necessary 
(qooting de Necker) 'to put our lx>use in order as 
quickly as fx:>SSible in order to limit our 
vulnerability against that day when foreign investors 
and banks 'WCW.d be forced against their will to cease 
cx::>nducting business with US I II • 

Saul a.rrl Gelb (1981: 26) believe there is n:> altruism in rroves to 

inprove the lot of the worker: 

"Here one might note, • • • Anglo Anerican' s recent 
urging that all mining :tx:>uses raise black wages by 00 
to 120% - because, as the Financial .Mail (May 30, 
1980) p..it it, of its 'o:ncern for 'NOrkers 1 1 Needless 
t.o say, the reason lies elseWhere, in part in a 
blatant attempt to buy off these sane workers. But 
we can see that this ploy is also crucial to 
overa:ming the limitations on ea:>nem.ies of scale and 
CXXlSurter demani i.mfX>sed by the size of t.he white 
CXXlS\.mer market• II 

Whatever the reasons behin:i pressures for increasing particularly 

Black unskilled Jaro.Irers 1 v.ages, it is evident that certain forces 

have been behind such trends. The forces have not been purely 

eo::nanic arising fran labour shortages at the unskilled level. 

Socio-p:>litical influences, \olhether caused by genuine altruism, 

trying to buy off workers, limiting vulnerability against outside 

war ld pressure, or whatever, have played sane role. Haw successful 

these socio-p:>litical forces have been is another matter. A si.Irq:?le 

example of canparing the wages of Whites and Blacks in 1974 and 1984 
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will illustrate (figures have been taken fran the Central 

Statistical Services) : 

Average l'-bnthly Earning for Whites 
Average l'-bnthly Earning for Blacks 

Difference 

1974 1984 % Increase 

398 1403 
72 363 

326 1040 

250 
400 

'lhese figures illustrate the well koc1wn widening of the wage gap in 

raIX1 tenns, but the percentage increases for the t\\.'o ca.t.eg:>ries are 

significant. 

Another feature of the labour market has been the novem:mt of 

Asians, Blacks and Coloureds int.a ,t:OSitions previously held by 

Whites. The reasons for this oould be any of those given for 

changes in wages paid t.o these groups. Businesses found it 

essential, because of the skills' shortage, t.o use Asians, Blacks 

and Coloureds in cat.eg:>ries Which had traditionally been the dcmain 

of the Whites. It is difficult to assess t.o what extent this has 

happened, but it is interesting t.o o:xnpa.re the occupaticna.l 

distribution of the econanically active p:>p.il.ation in 1970 and 1980. 

Table 6.1 shows the percentage of each racial group in the various 

occupational groups. 

Table 6.1 shows that the percentage of Blacks in the professional, 

technical and related workers' group increased frcm 26 to 30%; 

similarly the prop:>rtion of Black clerical workers as a percentage 
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TABLE 6.1 

CXXlJPATICNAL DISl'RI.BUI'ION OF THE EXX>N:>MICALLY u::rrve POPUIATION 
{1970 and 1980) 

Occupatiooal Group Year Total 

Professiooal., Technical and 1970 360 524 
Related W::>rkers . 1900 644 060 

Management arxi 1970 86 234 
Administrative W::>rkers 1900 152 542 

Clerical Workers 1970 559 684 
1980 846 482 

Sales Workers 1970 288 846 
1980 426 913 

srrvice Workers 1970 1 261 918 
1900 l 429 436 

P--a.rm, Forestry and 1970 2 525 587 
Fishery W::>rkers 1980 1 380 068 

Mine, Pro:iu:tioo. arXi 1970 2 535 267 
Transport W::>rkers 1970 3 052 510 

Other 1970 491 335 
1980 757 715 

Total 1970 8 109 405 
1900 8 689 726 

Source: Central Statistical Services. 

W =White; A= Asian: B = Black; C =Coloured 

% of Total 
W A B C 

64 3 26 7 
58 4 30 8 

94 3 2 1 
91 4 3 2 

72 5 17 6 
61 6 25 8 

55 10 27 8 
44 9 39 8 

9 l 80 10 
10 1 78 11 

4 ,3 91 5 
7 ,4 81 11 

16 3 68 13 
14 3 70 13 

a 3 75 13 _, 

4 2 84 10 

19 2 70 9 
22 3 64 11 
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of the total increased fran 17 to 25% between 1970 and 1980. This 

illustrates, rather crudely, that there has been novement of Asians, 

Blacks arrl Coloureds up the hierarchy. 

2.4 Relationship Between wages and Enploynen.t 

It is useful to a:insider the general relatiC11Ship between wages and 

enployment ·in the a::ntext. of wage determination. The Central 

Statistical Service's figures in Table 6.2 give the relative levels 

of employment in private nanufact.ure arrl total employment (with 1975 

= 100) (Columns 1 and 2). Columns (3), (4) and (5) respectively 

give the remuneration per employee in the I1Cl1-agricultural sector 

for 'W:tltes •, 1 non-whi.tes 1 and all races carbined. Colunn (6) 

indicates the 00\lrs worked by prod'l.Ction workers. Columns (7), (8) 

and (9} show~, the ooincident business cycle indicator and the 

CPI figure, respectively. The pericxi 1977 to 1984 has been taken 

as the narket arrl rninirnun wage figures used in this study fall 

within this period. Table 6. 3 shows the percentage increase in one 

year over the previous year, for each item. 

Inspectioo of the figures in Tables 6.1 and 6.2 shows that there is 

a lag of certainly ooe year between the peaks of the employment 

levels arrl _peaks of the remuneration levels. It is significant 

that remuneration has l:>een used rather than wages, since the latter 

will include all bcouses and overtime. It ne.y well be that total 
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Year (l) (2) (3) {4) (5) (6) {7) (8) 

1977 100,5 101,9 118,9 128,l 123,0 98,5 25 969 98,6 

1978 100,8 102,8 129,9 143,6 135,8 99, 7 27 021 93,0 

1979 103,2 104,9 145,4 162,2 152,2 103,9 28 567 99,.0 

1980 107,5 108,4 170,8 194,6 179,7 109,4 31 775 114,3 

1981 111,5 111,5 208,l 234,7 216, 7 113,4 32 044 120,3 

1982 111,0 111,9 243,3 280,6 257,l 110,2 30 877 104,8 

1983 106,1 110,3 270,2 317,2 289,7 103,4 30 421 89,4 

1984 105,8 111,9 311,8 370,2 335,5 103,9 31 895 90,8 
• 

Notes 

Cblumn (l) - F.mploymant in the private :rranufacturing sector, 
seasonally adjusted {1975=100). 

Cblurnn (2) - Total employnent in the rx:n-agricultural sectors 
{1975=100) 

185 

{9) 

123,6 

136,2 

154,0 

175,3 

201,9 

231,6 

260,1 

290,4 

Cblurnn (3) - Remuneration per employee in the ncn-agricultural sectors 
(1975=100) - varites · 

Cbl\.llll'l (4) - As for (3), but re:nuneration for 'non-wlU.tes 1 

Cblurnn (5) - As for (3), but all races o:rnbined 
Cblttnn ( 6) - Hours worked by production workers 
Cblurrn (7) - Gross National Produ::t (at 1975 prices) 
Cblunn (8) - Coincident business cycle indicator which takes the 

following into account: total mining employment, 
production and incane, consumption, trade and orders, 
fixed investment, inventories, prices, costs and 
profits, noney and credit extension 

Column (9) - Consumar prices seasonally adjusted (1975=100). 
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TABLE 6.3 

PER:::ENTAGE INCRFASES OVER PREVIOUS YEAR 

Year* (1) (2) (3) . (4) (5) (6) (7) (8) (9) 

1978-1977 0,3 0,9 9,3 12,l 10,4 1,2 4,1 3,8 10,2 

1979-1978 2,4 2,0 11,9 13,0 12,l 4,2 5,7 6,5 13,1 

1980-1979 4,2 3,3 17,5 20,0 18,1 5,3 11,2 15,5 13,8 

1981-1980 3,7 2,9 21,8 20,6 20,6 3,7 0,1 5, 3 15,2 

1982-1981 -0,5 0,4 16,9 19,6 18,6 -2,8 -3,6 -12,9 14, 7 

1983-1982 -4,4 -1,4 11,1 13,0 12~ 7 -6,2 -1,5 -14, 7 12,3 

1984-1983 -0, 3 1,5 15,4 16, 7 15,8 0,5 0,5 1,6 11, 7 

,. 
*This indicates·the percentage increase of the 1978 figures over the 
1977 figures, 1979 over 1978, arxi so on 
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renu.meratioo is a better neasure than basic wages, but aily the 

J,.atter are available for the ?JilX>Ses of this study. 

The figures in Tables 6.2 and 6.3 generally show that 1980 and 1981 

represent the peak of the econanic cycle, with an ea::n:mic doi.nturn 

fran 1981 to 1983 • A 1 real nelian minimun wage rate 1 for 

.lalx>urers, which has been taken fran the Saldru Minirm.m Wage 

Analysis (1983: 12), has been plotted on the same axes as the 

ecx:n::mic cycle a::mp::>Site index, as shown in Figure 6.1. sal.dru' s 

firrling is that 

11novements in current real rni.nimun wages ·vary inversely 
with current b.lsiness cycle develcprents, resulting in 
mi.n.i.mum real wages rising during cbwn.ward phases and 

• falling during the upswings. This apparent ananalous 
result can be resolved if real minimum wages are 
lagged by · 1 year. A very close relationship between 
the m:::wement of real minimum wage rates and real 
econani.c activity is then fourrl. In other wards it 
'WCUld ag:>ea.r that wage increases are granted on the 
basis of the _perfunnance of the eooncmy in the 
previous year, rather than on the basis of current or 
expected CX>nditions in the econany. Alternatively, 
this could reflect the lag between the negotiatioo of 
the mini.mu:n wage and its implem=ntation." 

This section cbes not purp:>rt to discuss in detail the relaticnship 

between employment, the ecornnic cycle and wages, but it is 

interesting to· note several findings by Nattrass (1977: 418) v.ho 

shC1w'S that the White wage bill in the rranufacturing sector during 

the period 1960-1975 gretW by an average of 6% per annum, whereas the 

Black {Asians, Africans and Coloureds) wage bill increased by 8, 3% 

per anrn . .nn. This leads her to C'CITm:Ilt : 



FIGURE 6.1 

THE IDJN<»ITC CYCLE AND THE MEDIAN WAGE 1973-1983 
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"One a:ines t.o the alnost paradoxical c:x:nclusion that so 
loog as finns substitute Black labour for White labour 
in an effort t.o red.I.Ce labour oosts per unit of 
output, then as Black wage rates rise so Black 
employment q::p::>rtunities actually increase rather than 
decrease as one would expect ••• 11 

2.5 Sequence of Discussions 
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Bearing these general fX)ints in rni.rii, the results for each sector in 

Chapter 5 will be discussed under various headings: 

- market and minim.Jn wages by grade over t:ine 

- variaticn of market and mini.mun wages over tine for each grade 

- divergence between market and minirm.1n wages 

-. gradients within wage curves. 

Tables and figures in· the appendices are numbered with two 

a:niponents: a Ranan rnmeral and an Arabic numeral. The fernier 

refers t.o the ~, the latter indicates the sequence within 

that ~· 

Afpendix II. 

Thus, Table II. 3 refers t.o the t.hird table in 

3. ~ AND MINIM..i"M WAGES BY GRADE OVER TIME 

'!he results given in Afpendices I to V are discussed for each 

sector. This is foll~ by an overall surrrnary. 
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3.1 Iran and Steel Main Agreem:nt (Industrial Cooncil) 

Table I.l contains the results for the rrarket and industrial council 

wages for the Iron and Steel Main Agreanent. 

shown graphically in Figure I. l (in Af:pendix I). 

These figures are 

Several p:>ints emerge fran t.hese figures. Fran 1978 the 'cbg-leg' 

effect is evident in the IC rates: the curve is flatter between 

grades Al and A2, than between grades A2 and A3. In the rrarket 

curves, this effect is not visible in 1978, but beoanes nore 

prono.mcerl with ti.rte. It should be not.ed that the A2 grade in the 

sala...ry survey traditionally includes hard, J;ilysical, nanual labour. 

Al.though the job evaluation theorists prop:>se that additional 

. allow:mces should be paid for adverse working oond.itions and hard 

lal:our, little evidence of such allO\tanCes is available. Indeed, 

the figures indicate that the differential between A2 and Al is 

decreasing, with an increasing differential between A2 and A3 (the 

top unskilled category) . Both the nark.et and IC rates indicate an 

up.vard pressure an the lov.est (Al) wages. It is unlikely that A2 

rates have decreased because of the dilution of occupational skills, 

as prop:>sed by Reder (1955: 833-852 L since this only occurs during 

tirres of la1:our shortages~ and there has certainly been no shor....age 

of labour at this level. Rees {1979: 162) puts forv.ard a case for 

explaining the reduction in differentials at the ocmpletely 

unskilled level: "N::>-ale can be praroted fran below, and 

workers can be attracted fran outside the finn orll. y by raising entry 

wages". Again, this explanation may only apply if there is a 
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shortage of workers. A simple supply and demand aa;>roach can thus 

oot explain the u~d pressure on wages at the unskilled (Al) 

level, since unemployrrent in South Africa is rife in the unskilled 

categories. The effects of union negotiations at plant level are 

oonsidered sna.11 even though MAWU has enoouraged negotiatiai at this 

level. 'lhe literature (see Section 7.5 of Chapter 2) presents 

di verse opinions as to the effect of unions on differentials. · The 

Cbg-leg effect 'WO.lld indicate that unions are primarily concerned 

with raising the wages of the khest level workers, relative to 

other unskilled workers, as q:posed to raising, say, the level of 

wages of all groups of unskilled workers relative to sani.-skilled 

workers • 

• 
One reason for this ~ o:mp:>nent of pay o:mpressicn is socio-

political. The fact that Black wages have risen faster, for 

example, than th::>se of Whi.tes (.in percentage tenns) cannot be 

explained in hard eo::>n:xni.c tenns. (The 1982 Survey of Race 

Relations in South Africa (1982: 126) gives annual increases for the 

period 1971 to 1981 as: Asians 6, 5%, Blacks 5, 5%, Coloureds 3, 4% 

and Whites 1, 5%.) The calls for redocing the wage gap between 

Whites and Blacks have been made on socio-p:>litica.l grounds or for 

reasons of self-interest as has bee.'1. discussed earlier in this 

chapter, rather than for direct econanic reasons, although these 

non-econanic forces will clearly be manifested ultirrately in 

econanic 'behaviour. 
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A further reasoo for the 'cbg-leg' effect at Grade A2 is a general 

blurring of the distinction between jobs at this level. 

Techn::>logical developtents have nade the task a:rtlf'Oilents at the 

unskilled levels less distinctive. This could be referred to as 

'techrx:>logical dilution' as opp::>sed to the 'ecx:n:::mi.c dilution' 

proposed by Reder (1955: 833-852). This has further m2de it nore 

difficult to assess the differences in decision making of jobs at 

the Al and A2 levels. There is therefore an elem:mt. of CX>nfluence 

between these two grades which will naturally lead to a redoction in 

the differentials bet:ween the two of them. It is likely that the 

ncre techrx:>logical devel.oj;ment.s that have taken place in an 

industry, the nore likely that such trends will emerge. {It will 

be seen later that the narrowing of the d.if ferential between Al and 

K2 is rDt. apparent in all sectors. ) 

There is evidence of the cbwnward a::rnp:>nent of pay cxxnpression at 

the upper semi-skilled level (B3 and B4 grades) . It was mentioned 

in Chapter 4 that the upper bands in the Paterson systan represent 

the supervisory level, ·as well as nore cnnplex levels of decision 

making. The difference in job cxntent is thus one of degree, such 

as the rnmber of subordinates or intricacy of job operation. The 

differences between the i:ositions classified into these grades are 

not necessarily as large as, say, the differences between grades B2 

and B3. When the gradients between grades are analysed, it will be 

seen that the flattening off between grades B3 and B4 bea:mes nore 

pronounced towards 1983. 



193 

'lbe curves (roth rre.rket and IC) bet.ween A3 and B3 are rather nore 

linear 1:nfilcating a sm:x:>ther progression fran one grade to the next. 

With time, the difference between the market arrl IC rates reduces, 

as will be seen later. 

Figure I. 2 shows the variation of wages over tiire for ea.ch grade. 

It reflects the effective increases or decreases in real tenns fran 

1978 to 1983, as shown in the last column of Table I. l. Grades Al, 

A2., A3 and Bl all show a positive real increase in wages over the 

period, with the percentages highest for the Al narket and IC rates. 

After Bl, that is fran B2 tlfWCirds, real rates reflect srrall positive 

increases, or usually decreases. The decreases are largest for the 

higher grades . 

• 

The incidence of upward pressure at the lowest level can be further 

illustrated by deriving a linear line of best fit for the actual 

dat.a, calculating the wage estimate fran this line for ea.ch grade, 

and indicating whether the actual (market or IC) figures are atove 

or below the best fit line calculations. The regression lines for 

1978 and 1983 ItB.rket and. IC dat.a are: 

1978 market 

1978 IC 

1983 rrarket 

1983 IC 

where 

y = 0,0045x + 2,0 

y = 0,0047x + 1, 96 

y = 0,0033x + 2,09 

y = 0,0038x + 2,02 

y = 103 wage 

x = grade 
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(Paterson's prqx>sition has been used: the wage curve will be 

linear if log pay (as ordinate} is plotted against grade (as 

abscissa) with cx:>nstant band width. The oon-linear abscissa 

depicte:J in illustratioos such as Figure I.l has been use:J.) 

Table 6. 4 gives the estinates for the market and IC rates, as 

derived fran the above regression lines. 

Table 6.4 sb:Jws that the Al market rate has noved closer to the 

regression line estimate fran 1978 to 1983. The Al IC rate rose 

a.OOve the regressioo line estinate in 1983 • Both of these indicate 

an up.vard novenent of wages at the bottan end relative t.o the wage 

structure as a whole. 

The relationship between the market and IC rates will be discussed 

further under the sectioos en divergence and gradients, but it ·is 

interesting t.o rm.e that the B4 (Asian, Black and Coloured) market 

rate is 158% higher than the Al figure in 1978, whereas the 

canparable factor in 1983 has reduced t.o 95%. The B4 IC figure is 

148% higher than the Al wage in 1978, and 109% higher in 1983. 

'fuese figures show- t.\\IO trends: the differential between the 

unskilled and the upper semi-skilled rates has reduced over time; 

and, this reduct.ion has been nore marked in the market wages than in 

the IC wages. 
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TABLE 6.4 

ESI'I.MATES OF W\RKEI' AND IC RATES ~ LINEAR RmRESSIOO LINES 
Iron and Steel Main Agreerrent (Industrial Council) 

Grade 1978 1983 
Market *Actual- IC Actua1- Market Actual- IC Actual-
(ABC) Estimate Estimate (ABC) Estinate Estimate 

Al 107 - 7 98 0 129 - l 111 + 3 

A2 121 - 2 111 - 6 141 - 3 123 - 6 

A3 137 + 8 126 + 8 155 + 6 137 - 4 

Bl 160 + 5 148 - 2 173 - 2 156 - 4 

B2 193 + 2 179 - 2 199 - 6 182 - 3 

B3 233 + 18 216 + 21 228 + 18 213 + 18 

B4 282 - 24 261 - 18 262 - 12 249 - 11 

*A+ sign indicates that the actual nark.et or·rc figure is aoove (greater 
than) the r~ssion line estimate 
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The first trend in particular supp:>rts the view that the reasons for 

the changing patterns in wages do rm. lie predaninantly in the 

eo:xlCJrli.c sphere, l:ut rather in the socio-political d:ma.in. 

Unemployment is nost prevalent in the unskilled areas, yet these 

have received the highest increases. At the upper semi-skilled, or 

even the skilled (artisan level), Where South Africa allegedly 

suffers fran severe s:oortages of suitably qualified staff, there 

have been oo real increases in the period urxier cxnsideraticn. Of 

a::>urse, with rcore Asians, Blacks and C.Oloureds noving into the UfPE?r 

semi~skilled categories, there is row greater a:::mprt.ition brought 

al:olt by an effective increase in the supply of l.a1:x:>ur at this 

level. 

So far no reference has been made to the narket figures which 

-include wages for Whites. Although the weighting for Whites is 

low-, t.lieir inclusion does raise the weighted average figures far 

grades B3 and B4 l:¥ a few percentage points, as ~ in Table I. l. 

The anounts by which the weighted average figures that include 

Whites exceed the IC rates decrease with time. This is menticned 

later. The gap between the White pay curve and t.."li.e IC rates for 

grade Cl widens with progression fran 1978 to 1983. The whlte 

wages for grades B3 and B4 show- the largest decrease in real terms 

over the period (10% and 7% respectively). The rrovement of Asians, 

Blacks and Coloureds into p:>sitians previously held by Whites will 

put greater pressure on the la.ver grades. White wages cert.airily 

remain ccnsistentl y higher than the weighted average of all race 

groups, but the difference is srraller the lo~ the grade. It has 
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already been nentiooed that inadequate data are available for Asian, 

Black and C.Oloured artisan (Cl) narket rates. Table I .1 <:bes show 

that in Grade B4, White wages are oonsiderably higher than the 

weighted figures for Asians, Blacks and Coloureds {in 1978 the 

narket White figure is. 62% higher; in 1983 the narket White figure 

is 56% higher) • The cxmparable figures by \tfhl.ch market White wages 

exceed those of Asians, Blacks and C.Oloureds in Grade B3 are, 

respectively, 20% and 10%. 

'Ihe weightings for each race remain oonstant for each year When 

calculating the weighted averages. This is oot strictly oorrect 

since Asians and Coloureds, and to a lesser extent Blacks have been 

noving into the positioos previously held by Whites, as suggested in 

Table 6.1. This d>vi.ously neans that the weighting of Whites in 

1978 should be higher than in 1983, but these changes in racial 

caup:isitian of the Yt'Orkforce are cnly available in the Census 

figures, p.lblished every five and 10 years. With the rrovem:mt of 

Asians, Blacks and Coloureds into p::>sitioos previously occupied by 

Whites, the fo:rmar have received pay increases because of the 

enhanced status, 1::ut their wages are oot what the White incurrbents 

were earning. A further indication of the rrovarent of Asians, 

Blacks am. Coloureds into previously held White jobs cx::mes fran a 

cx:mpariscn of the relative salary survey sample sizes for the 

differe."lt groups. The actual nurcber of individuals wb:>se wages are 

surveyed is · oot useful because participation varies frcrn year to 

year. Hc:1...ever, it is interesting to rx:>te how the prq:ortions 

change. Table 6.5 shows the percentage of Whites in the F05itions 



TABLE 6.5 

PERCENTAGE OF WITTES IN POSITIONS SURVEYED FOR 1978 AND 1983 

Grade 

Bl 

B2 

B3 

1978 

22 

29 

40 

1983 

13 

13 

23 

198 
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used for grades Bl, B2 and B3 in 1978 and 1983. One incentive for 

organisations to pran::>te Asians, Blacks and Coloureds to p:>sitions 

previously held by Whites is that there will be a redlct.ioo in 

l.al:x>ur a::>sts. Perceived necessity arising fran an inability to 

recruit Whites is another reason. A true weighting of each year 

accx:>rding to actual racial weightings would indicate that wage oost.S 

are falliog with the ~ novercent of Asians, Blacks and 

Cbloureds. One 'WOlld thus expect a rather steeper redu::tion in 

real wages in the semi-skilled categories, than is shC7WI1 in Table 

r.1 fbr the White, Asian, Black and Coloured weighted averages. 

'!he National PrOOu::tivity Institute {1984: 81) gives the turning 

Wint dates of the b.lsiness cycle relevant to the dates of this 

study: t.""le UfWard :fi1ase began in January 1978 ao1 peaked in mid 

1981. There is a lag between the turning points of the cycle and 

changes in both actual and minimun wages. If actual wages take, 

say, a year to resp::n::i, it would be expected that market rates 'WO.lld 

show an increasing trend fran 1979/1980 until 1982. Miniim.m wage 

figures nay take 18 nonths to respond which would nean an increase 

in IC figures fran mid 1979 until 1983. These trends are not fully 

rorne out by the data: the A Band market figures generally show a 

steady increase fran 1978 to 1983, the !<JV.er B Band variation is 

rather flatter and the upper B Band and C Band shcM a decrease frcm 

1978 to 1983. These figures all show a decrease in real tenns in 

1983, after all wages had increased fran 1979 to 1982. 



Vbrkers in the unskilled categories (A Band) are predaninantly 

Black, with sane Coloureds in the West.em Cape. These Blacks were 

specifically excluded fran the o::>llective bargaining process until 

after, the Wiehahn rea:mnendations were i.nplem:mted fran 1979 

cnwards, but as has been sOOwri, MAWU for example only joined the 

industrial council in 1983. Reference to Table I.l and 

Figure I.2 shows sane evidence of an increase in real narket and IC 

rat.es fran 1980 until 1982. One cannot ascribe this solely to the 

effects of trade union pressure since any effects of Blacks having 

joined the bargaining process would cnly be evident rather later 

than this. The Saldru analysis of minimum wages (1983: 44) gives 

nenbership figures of the Metal aoo Allied Workers' Unioo (W\WU) as 

growing fran 3 900 in 1973 to 8 400 in 1980, and to 24 300 in 1981. 

'Ihe S!\ Boilennakers' Society cl.ainai 6 000 Black workers in 1981. 

'Ihe Council of Unions of SA { <lJSA) clained 4 507 nembers in 1981 of 

its Steel, Engineering and Allied Workers' Union. Wages for all 

levels were increasing at that tine; the econany was perfonning 

well, with GDP growing at 5% in 1980 and 3% in 1981 in real tenns; 

employrrent was between 3% and 4% higher in 1980/81 than in 1979/80 

(NPI 11Produ...'"ti. vi ty · Focus", 1984: 70) ; the general effects of the 

socio-political pressures were being felt. It is thus unlikely 

that negotiaticns were the main force behind the real increase in 

wages, although they rtiay have been a relatively small contributing 

factor. 

Although Black nenbership of unions was clearly growing, ·ana. 

although 



"the influence of unioos cannot be ignored, (the effect 
of unionisatioo) should oot be tb:>ught of as having a 
single, direct relationship with wages. It would be 
necessary to explain why wages for (unionised) top 
grades fell in real tenns, while real wages for 
(unionising) lo.Er grades rose. Full acoount would 
have to be taken, t.oo, of the abundant supply of la.N'­
skilled laOOur while shortages exist of skilled lalx>ur 

It "'°11.d ~ that the key variable has been 
militancy, rather than unionisatioo." (Saldru, 
Mini.mun Wage Analysis, 1983: 44) • 
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This quotati.oo fran Saldru needs sane qualificatioo: the 

1 unicnised 1
/

1 uniooising 1 distinction coincides with the 

'established'/' emerging• unioos ' distinction. Generally it has 

been the 'anerging' (irrlependent) unions that have been militant (of 

oourse, this is oot to say that all strikes have been organised by 

unions, or even been related to unions) . It is therefore oot 

p::>ssible to draw such a sharp distinction between militancy and 

emerging unicns. Saldru's last sentence should nore accurately 

read: it wculd appear that the 'key variable has been militancy on 

the part of emerging unioos, rather than actioo en the part of 

established unions. 

Altln.lgh the general conclusions reached by Sald.ru ooncur with 

statements nade previously, there is one area where Saldru figures 

do not agree with the results presented in Appendix r. Saldru has 

,P-lblished an index of actual wage rates o:mpiled by SEIFSA. 

Figure 6.2 (taken fran Sa.ldru's Minimum Wage Analysis, 1983: 46) 

o:::mpares mi.ni.rnwt rates for lal:ourers with the SEIFSA rates, both 

indexed to the same base year, 1975 = 100. Figure 6. 2 s.'lONS that 
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the two rates increased by nuch the sane arrounts until 1980, 

'Whereafter minimLln rates increased at a greater rate than actual 

rates. The Saldru analysis gives three p::>ssible explanations: 

firstly, that the industrial cn.mcil may "consciously have attempted 

to 'catch up' with actual rates"; sea:n:lly, l.a.OOurers earning nore 

than the mini.nu.Jn have oot ''benefitted fran increases in that 

miniim.m"; thirdly, "mini.mum rates are oormally set to suit the 

srnall employer, (ani) increases in that mi.ninun will have the effect 

of redu:::ing the viability of small businesses witb:.>t.rt. affecting the 

larger o::mi;:anies (..t"x:> are already paying nore than the minimum)" • 

Presumably the third explanation rceans that nore organisations will 

pay wages closer to the mini.nun rates. 

~le I .1 and Figure I. 2 in Afpendi.x I both indicate that actual 

rates have increased by nore than the mini.mun wages. This is 

probably because of the nature of the organisations that participate 

in salary surveys: they tend to be the larger enployers who are 

able to pay rat.lier more than the mini.mun rates. 

Saldru' s cx::mparable actual and minimum rates for artisans are shc:rwn 

in Figure 6.3, which shows that actual rates have ali£ys increased 

nore t11an the mi.nimun. wages. The figures in Table I. l indicate 

that the market rates for artisans have decreased in real terms, but 

by less than t.he red\rt.i.cn in minimum real wages . 
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3.2 Metal Containers and Allied Products Indust:.ty (Wage Board) 

'Ihe .lab::>ur order·covering this industry was Chosen as being the nost 

similar to the Iroo arrl Steel Irxiustry for the purpose of cacq:aring 

\tlage OOard, industrial oouncil and narket rates. Table II. l gives 

the \tlage boa.rd rates. These have been superimp:)sed en the IC 

figures to yield Figure II.l. 

The wage lx>ard figures are interesting in themselves for several 

reascns. Table II .1 shows that all grades subject to \tlage board 

determinations have received positive increases during the perio1 

1978 to 1983, with grades B4 and Cl receiving particularly large 

increases (of 131% arrl 118% respectively). Yet, for the pericxi 

1!378 to 1980, there is little equity at the upper semi-skilled (B3 

and B4) and skilled (Cl) levels. In 1978 the problem is that the B4 

wage is lov.er than the B3 \tlage, yet the job descriptions clearly 

state that the B3 ~ (a setter-up) works "under the general 

supervision of a foreman, assistant foreman (B4), or an artisan 

(Cl)" (see AWPerrlix II}. This situation beccmes worse in 1979 a..'1.d 

1980 where the grade B3 setter-up earns nore than OOt.h the grade B4 

assistant foreman and the Cl artisan. The matter is rect.if ied in 

1981 when the grade B4 Vi0.ge increases by 150% and the grade Cl wage 

increases by 135%. At t.his point the narket rate and the IC wage 

l:XJard rates are all the same for grade B4. In 1983 the wage board 

rate for B4 exceeds OOth. the market and IC wages. 
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Figure II. l shows that apart fran sane ananalies, the wage board 

rate is oonsistently l.cMer than both the market and the IC "tNages. 

This will be reinforced during the discussion on divergences. The 

relatiooship between the wage board rates and the market figures is 

largely the inverse of the situatioo between the IC and the nark.et 

wages: the reverse of the Ck:>g-leg is evident in the wage board 

figures at the lCMeSt unskilled grades, with the possible exception 

of 1978. In this case, it oould be argued that the differences 

between the (largely teduX>logically simple) Al and A2 jobs are 

clearly identifiable, and so it would be expected that the 

differences in wages between these tW'O grades \\100..ld be significant 

(tetween 5% and 16%). (The curve in fact flattens between A2 and 

A3.) 'Ihere is oo evidence of pay CXInpression at either end of the 

Wa.ge board pay curve, particularly at the B3/B4 interface, which 

· shC1WS a flattening off in both the market and IC wages. 

'Ihere are two further differences in the behaviour of the wage board 

structure, and the market and IC pay curves. Increases in the 

unskilled categ:>ries over the six year period were higher for na.rket 

and IC rates than for the oorresponding seni-skilled and skilled 

categories. In the case of the wage boards, the reverse is true, 

with the semi-skilled an:i skilled categories cbtaining by far t..he 

largest increases. The primary reason for this was probably to 

obtain sane equity within the structure. Another difference is 

that the artount by which the B4 wage board rate exceeds the Al rate 

in 1978 is 70%; the cx:it1f0Iable figure in 1983 is 187%. This is 

the opposite to the IC arxi market situations. 
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'l'he implication of these results is that trends identified and 

explanations offered for the irrlustrial oouncil figures cannot apply 

to the wage board situation. 'Ihe latter shc:M oo evidence of pay 

oanpression, with the higher grades receiving the higher increases; 

further, the structure of the wage board rates is erratic. 

It has already been ment.iOOed that the salary surveys cannot isolate 

cnly tb::>se organisations subject to industrial council agreernents or 

wage boa.rd detenninations. The 1 rrarket rate' has thus far been used 

as being representative of what is actually paid to all employees 

(subject to either industrial oouncil agreements or wage board 

detenninations, or to neither). It is su~ested that the role of 

ttle wage boards has changed in that they raw tend to regulate the 

wages of the lower paid sectors. Assuming this to be the . case, the 

• narket rates' represented by the salary surveys do not necessarily 

mean that these are the rates actually paid to workers subject to 

wage boa.rd detenninatiOl'lS. It appears that the 'rrarket rates' are 

generally nore applicable, for oanp:u:ative purposes, to the 

industrial council rates. A seccnd set of market figures "WOuld be 

required for nore imaningful a:::mparisons with the wage board 

figures. 

Thus, o:mparisons of the relative differences of (salary survey) 

market figures and the wage l:oard figures are suspect, but the 

relative behaviours of the two wage universes are interesting and 

these are highlighted in this study as being nore rreaningful. 
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Q:Jnfariscns between irxiustrial council and wage 1::oard figures lTU.1St 

also be placed in perspect.i ve in tenns of the nurrber of workers 

involved: the report of the wage board (1980: 8) states that 7 813 

employees "represented alnost the entire lal:x:>ur force in the 

Industry ••• "~ nore than fifty tines this nurrber are subject to the 

industrial council agreenent. 

3.3 Chemical Manufacturing Industry (Witwatersrand) (Industrial 
Cormcil) 

Table III.l gives the m.rket arxi industrial oouncil wages for the 

Chemical Manufacturing Industry {Witwatersrand). These are 

illustrated in Figure III.l. As with the Iron and Steel sector, 

over the pericxi 1978 to 1983 the lower grades have received larger 
.• 

percentage increases (in real terms) than the higher grades. This 

is sb:Jwn in the right han:i column of Table III .1. Unlike the Iroo 

and Steel sector, the chemical IC rates sh::Jw considerably larger 

increases than ch the narket wages . The reason for this is 

probably that the IC figures in the chanica.l industry were so much 

lower than the narket figures, whereas the rates for the Iron and 

Steel industry were rather closer. 

The am:>unt by which the B4 wages exceed the Al figures also 

decreases fran 1978 to 1983: the market B4 figure for Asians, 

Blacks and Coloureds is 138% higher than the Al figure in 1978, and 

93% in 1983: the a:xnp:u:able figures for the IC rates are 148% in 

1978 and 92% in 1983. This indicates a general redu::t.ion in 

differentials between the higher and lcrv.er grades fran 1978 to 1983. 
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'lbe graphs in Figure III .1 show the inverse of the Cbg-leg effect 

for the market figures . in the earlier years under CX>nSideration. 

'lhl.s i.n:iicates that the differentials between grades Al and A2 are 

easily identifiable, and as the market pay curve beo::mes nore 

linear, the differential between Al and A2 tea:mes cnly slightly 

less prorx:runced. The IC curve is linear until B2 in 1978 and 1979, 

and linear until B4 in the remaining years, with alnost n:::> 

indication of reduced differentials in the fonn of a cb:J-leg. An 

analysis of the job descriptions for these positions shc7..Ys a rather 

nore distinct difference in job oontent than was the case in the 

Ircn and Steel sector. There is thus less chance of the dilution 

of tasks that may have caused a less steeply rising pay curve in 

~ areas in the Iron and Steel sector. 

The IC figures show a definite flattening off at the artisan (Cl) 

level. This will be illustrated nore clearly when discussing the 

gradients. The market rate for the artisan level shows a steep 

increase simply because the artisan rate is for Whites only. The 

gap between White wages and those of Asians, Blacks and Coloureds at 

the B4 level increases bet:ween 1978 tD 1983: White wages are higher 

by 8% in 1978 and by 48% in 1983. 

The steady increases in wages over the period 1978 to 1983 as sh:>Y.n 

in Figure III.2 again indicate that wages did not respond radically 

to the econanic situation with the cycle at its peak in 1981, nor is 
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any definite indication prevalent of the effects of Blacks entering 

the oollective bargaining process at the beginning of the decade. 

Linear lines of best fit for the market and IC data for 1978 and 

1983 are as follc:MS: 

1978 market . y = 0,0038x + 2,06 . 
1978 IC . y = 0,WSlx + 1,86 . 
1983 narket : y = 0,0030x + 2,13 

1983 IC . y = 0,0030x + 2,04 . 
where y =log wage 

x = grade 

Thble 6. 6 gives the estimates for the market and IC rates, as 

derived fran these regression lines. 

The lack of evidence of upNard forces specifically en the lowest 

level is illustrated by t."1.e actual rrarket rates' remaining below the 

·linear regression estimate. The IC figure redu:::es fran being 4% 

al:x:>ve the estimate in 1978 to being equal to the estimate in 1983, 

indicating a tre..'ld tov.e.rds a nore linear IC pay curve. 

3.4 Industrial Council for the Chemical Industry (cape) 

· It has already been mentioned that there are problems associated 

with an analysis of this industrial oouncil. A comparison of 

market and IC rates is oot valid, since the IC refers to wages paid 
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TABLE 6.6 

ESTIMATES OF MMKE'I'. AND IC PATES FroM LINFAR RE)3RESSICN LINES 
Chemical Manufacturing Industry Witwatersrand (Industrial Cooncil) 

Grade 
1978. 1983 

· Market *Actual- IC Actual- Market Actual- IC Actual-
(ABC) Estinate Estinate {ABC) Estimate Estimate 

Al 122 - 8 78 + 4 141 - 2 116 0 

A2 135 + 6 90 +· l 154 + l 126 0 

A3 150 + l 103 0 167 - 2 137 0 

Bl 171 + 4 123 - 4 185 + 1 152 + l 

B2 200 + 10 152 - 6 209 + 12 172 - 2 

B3 235 - 9 188 - 16 237 - 11 195 - 2 

B4 275 - 4 232 - 29 268 0 221 + 2 

*A + sign indicates that the actual market or IC figure is aoove (greater 
than) the regression line estimate 
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to workers in druggists and pharmaceutical organisatioos, and the 

available market figures are not directly cx:mparable. The market 

and IC figures in Table III.2 and Figure III.3 should therefore not 

be used for a::mparati ve pur}X)Ses. 

It is to be expected that the trends identified in Section 3.3 are 

reinforced by the market figures of the chemical industry in the 

cape: the increases in real terms over the period 1978 to 1983 

decrease with the progressicn frcm unskilled to semi-skilled. 

Similarly, the anounts by wilich the B4 wages exceed the Al rates 

decrease fran 173% in 1978 to 118% in 1983. 

The IC figures are erratic: with the exception of the B3 rates, all 

It figures shcM.a fairly gradual increase in real terms fran 1978 to 

1983; the 1983 B3 figures shJw a large 53% increase over the 1978 

figure; further, whereas the trend has been a decrease over time of 

the amount by which B4 wages exceed Al wages, the IC figures sho,..r 

that B4 wages exceeded Al wages by 164% in 1980 (m figures are 

available for B4 prior to 1980), tut the figure for 1983 is 184%. 

Generally, the IC figures are characterised by oo systematic. 

progression of wages over time, or over grade. Rather, there are 

dramatic rises in certain categories (for example, a 46% increase 

for grade B3 tetween 1900 and 1981) and steady declines in others. 

Linear lines · of best fit for the IC data for 1978 and 1983 are as 

follows: 



1978 IC y = 0,eE36x + 1,91 

1983 IC : y = 0,0052x + 1,92 

\tJhere y = log pay 

x = grade 
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Table 6.7 gives the estinates for the IC rates as derived fran the 

regression lines. '!he table shc1.vs that, relative to the IC pay 

curve, the Al wage has J..ncz:eased the anount by which it lies al:x:>ve 

the linear regressioo curve ( +2 in 1978 to +8 .in 1983}. This 

indicates sane upirclI'd pressure en the Al rate, relative to the other 

grades. 

3.5 Chemical and Allied Prc:xiucts Industry (Wage Board) 

As was the case with the Metal Ccntainers and Allied Prcx'hx:ts 

Industry (wage Board), the wage board detenninations for the 

Chemical and Allied Prcxiucts Industry reveal n:any inoonsistencies as 

shown in Table IV .1. There is a general trend of declining 

increases in real terms fran the unskilled to the skilled 

categories. Also, the am:::>unt by which B4 rates exceed Al rates 

decreases fran 197% .in 1978 to 193% in 1983. 

It should be p::>inted out that although Table IV .1 shows figures for 

each year, there were oo regular annual arrendirents or increases. 

The situation was in fact as follc:M'S: the: wage determination of 

December 1970 was amended in October 1975, and an increase was 

granted in October 1976. The next wage determination was in 



Grade 

Al 

A2 

A3 

Bl 

B2 

B3 
• 
B4 
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TABLE 6.7 

ES'I'~TE'S OF IC RATES FRJM LINFAR REX7RESSICN LINE'S 
Industrial Council for the Chemical Industry (cape) 

1978 1983 

IC Actual-Est.inat.e IC Act.ual-Estimat.e 

86 + 2 89 +8 

95 0 103 +4 

105 0 119 - 5 

118 - 6 143 -16 

137 - 3 177 -20 

159 + 7 220 +34 

273 + 3 
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January 1980, with an amentinent in December 1982, and an increase in 

Decerct>er 1983. The figures in Table IV.l for 1978 and 1979 are the 

October 1976 figures in (declining) real tenns. 

partially explain the large increase shown in 1980. 

This wculd 

The sharp 

decline in 1981 occurs because no adjustments to::>k place in that 

year. 

Figure IV.l represents the superimp::>sition of the wage boa.rd curves 

oo the IC (Olemicals, Witwatersrand) rates and the narket wages. 

The ck>g-leg is readilycevident in the wage boa.rd curves in 1978 and 

1979 in particular. '!his effect is redoced until 1983 when no 

evidence of the dog-leg effect is apparent. OVer ti.rce t.he 

differentials be't'tJeen unskilled IC and wage boa.rd levels are 

• 
red~, as are.those between the skilled IC and wage board figures. 

In 1983, fur example, there is little difference between the wage 

board and IC figures at artisan (Cl ) level. 

N::> a:mi:arative figures are given for the wage board and IC (Cape) 

rates because of the previously rrentioned ino:mparability of the two 

sets of figures. 

Again, the implication frcrn these results is that the wage J::oard 

figures are erratic with little evidence of pay cx::rnpression. The 

point nentioned in Section 3.2 regarding the validity of canparisons 

of survey ~ta with wage board figures rrust be repeated: the latter 

probably do n:>t fall in the sane wage universe as the survey 

~· .Ll.gures. 
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Linear lines of best fit for the wage b::>ard figures for 1978 and 

1983 are as follows: 

1978 Wage Board y = 0,007lx + 1,51 

1983 Wage Board : y = 0, 0043x + 1, 83 

\<ihere y = log pay 

x = grade 

Table 6.8 gives the esti.IIates for the wage b::>ard rate as derived 

fran the regression line. The table cX>es not give rm.x::h evidence of 

a neaningful up.t.iard novement of Al rates relative to the wage board 

linear regression pay curve. 

3.6 Printing and Newspaper Industcy (Irxiustrial Council) 

~ V contains.the results of the analysis of the market and IC 

rates for this sector. The same market figures are used for 

~iscn with the Pulp and Paper Manufacturing Industry, which is 

discussed in Sectioo 3.7. 

The incidence of pay o::rnpression is oot as evident in ~e printing 

industry as has been the case in certain other industries. The 

lowest unskilled rnarket grade (Al} shc7.vs a larger increase in real 

tenns (14%) than the other unskilled or the semi-skilled grades. 

Contrary to other industries, the upper semi-skilled market grades 

(B3 and B4) show a slightly larger increase than the l~ semi-



Grade 

Al 

A2 

A3 

Bl 

B2 

B3 

B4 

• 
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TABLE 6.8 

ESTIMM'ES OF WAGE En?\RD PATES FIDM LINEAR REX3RESSICN LINES 
Chemical an:i Allied Products Industry (Wage Board) 

1978 1983 

Wage Board Actual-Estinate Wage Board Actual-Est.inate 

36 + 1 72 +2 

43 - 3 81 0 

53 -4 92 - 2 

67 + 7 106 0 

90 -8 128 -10 

121 - 7 153 - 6 

163 -16 183 - 9 
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skilled narket grades (Bl and B2), rut this is rxJt a significant 

anount. 

Fran 1978 to 1982 the anount by which the upper seni-skilled (B4) 

narket rate exceeded the lov.est unskilled (Al) rate remained 

relatively cxnstant (148% in lx>th 1978 and 1982). This percent.age 

dtq:ped significantly'(t.o 126%) only in 1983. 

The rmrket pay curve is fairly linear t:hrc?ugh the period under 

CXXlSideration, with little indication of pay conpression. The 

exception to this is the market rate for the Cl grade (artisans) . 

'Ibe skilled rates for the ' journeynen' in this category have shown a 

21% increase in real tenns over the period 1978 to 1983, a fact 
• 

v.hich is cxxnpletely QfPOSite to. the tren:l in other sectors. The 

reascn cannot lie in an upsurge in demand for "-'Orkers in the 

printing industry as a whole, because this would be reflected in 

other \liOrker categories. Rather, it is likely that the particular 

shortage of artisans in this rather specialised sector has resulted 

in the increase in real wages. Artisans with general training 

cannot perform the par'"--icular "-'Ork required for this sector for 

which training is also not as readily available. 

The IC pay curves for the printing industry follow the broad trend 

evident in other sectors. As with the market figures, the 

incidence of pay canpression is oot as great as seen elseWhere, 

although the arrount by which the IC 1..IfPe!' semi-skilled (B4) rate 

exceeds the Al rate reduces fran 180% in 1978 to 143% in 1983. 



219 

No A3 grade positioos \!Vere found in the IC printing rates. It is 

therefore doubtful that arrt c:x:mrents can be made alx>ut the apparent 

<Dg-leg effect wnich appears in the pay curves in Figure IV.l. 

These curves show a linear extrapolation between A2 and Bl. Apart 

fran the ,EX>Ssible dog-leg at the unskilled levels, the IC pay curve 

is fairly linear, even up to artisan (Cl) level. It is clear that 

the industrial council has rot taken into account the sharp 

increases in joorneymen' s rates. 

Linear lines of best fit f6r the market and IC data for 1978 and 

1983 (for OOth the printing and pulp and paper industries) are as 

follaws: 

1978 Market y = 0,e04lx + 2,06 

Printing IC y = 0 I 0037 X + 2 I 04 

Pulp and Paper IC y = 0,0052x + 1,94 

1983 Market y = 0,0037x + 2,11 

Printing IC . y = 0,0040x + 2,02 . 
Pulp and Paper IC y = 0,0053x + 1,95 

where y = log pay 

x = grade 

Table 6. 9 gives the estimates for the market and IC rates, as 

derived fran the regression lines. 

lliii-.iilliiliiiiiiii _____________________ ..;....... _____ .. -----------------



Grade 

Al 
A2 
A3 
Bl 
B2 
B3 
B4 

Grade 

• 

Al 
A2 
A3 
Bl 
B2 
B3 
B4 
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TABLE 6.9 

ESTIMA.TFS OF W\RKEI' AND IC RATE:S Fia1 LINFAR RmRESSICN LINES 
Printing and Newspaper Industry, Pulp and Paper Manufacturing 

Industry (Iooustrial Council) 

1978 
Market *Actual- IC Actual- IC . Actual-
(ABC) Estimate Printing Estimate Paper & Pulp Estimate 

122 - 2 115 - 19 94 
136 - 1 128 - 2 109 - 9 
153 - 3 142 126 + 2 
176 + 4 161 - 18 151 + 11 
209 + 1 188 - 6 187 + 11 
247 - 8 219 + 4 232 - l 
293 + 4 255 + 14 288 - 15 

1983 
Market *Actual- IC .Actual- IC Actual-
(ABC) Estimate Printing Estimate Paper & Pulp Estimate 

134 + 3 111 - 4 95 
149 - 2 U3 + 8 110 - 12 
165 + 3 138 127 + 12 
187 - 3 158 + 7 152 + 2 
218 - 6 186 + 4 189 + 20 
254 - 8 219 - 2 235 - 14 
296 + 14 258 + 2 293 - 7 

*A + sign indicates that the actual rrarket or IC figure is a1:ove (greater 
than) the regression line estimate 

... -------------------------------·--··--·-------·-···· 



221 

The table ~ that the narket rates at the Al level are subject to 

a greater llp\'ard force than other rates, with the actual rate being 

below the regressiai line in 1978, b..lt above in 1983. The IC 

printing Al rate also shows an increase relative to the regression 

line. 

3.7 Pulp and Paper Manufacturing Industry (Industrial Cruncil) 

It has been nentiooed in Appe.00.ix V that oo industrial a::>uncil 

posi tioo has been graded at the Al level. An analysis of Table V .1 

and Figure v.1 sb:Jws several instances Where trends are q:posite to 

those found in other sectors. This 00es oot ~ that all sectors 

shoold have the same trends, b.lt the apparent ancmalies defy 
.. 

explanation. . 'Ihere is oo oonsistency in the real increases in 

wages fran 1978 to 1983 for the different grades: A2, Bl and B3 

shcM decreases in real t.enns; A3, B2, B4 and Cl shcM increases in 

real tenns. The increases of grade B4 CNer A2 show oo trend. The 

shapes of the IC pay curves sh:Jw sane evidence of an inverse cbg-leg 

effect at the A3 level. The fair linearity of the curves fran 1978 

to 1982 cbes not o::.ntinue in 1983. 

To argue that the .industrial oouncil employee 1:xxli.es are oot 

representative of the 'WOrkers in the industry does not explain the 

apparent arnna.lies in the wages. No specific categ::>ries have 

benefitted fran fOSSible vested union interests at certain levels. 

It is also clear that the IC agreerrents have oot brought about any 
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systematic improvanents or equity arcong the different categories of 

worker. 

Table 6.9 shows that the bot.tan (A2) rate has redl.D!d relative t.o 

the regressioo curve for the pulp an:i paper industry between 1978 

and 1983, 1::ut the A3 rate has increased. No c;iefinitive c:aiclusions 

regarding pay cx::mpression can be readled in this industry. 

3. 8 Sunuary of wages by Grade Over Time 

Fran the results presented in the appendices, and the discussions in 

the previous sections, several trends have anerged. It is 

unrealistic to expect that all industry sectors should behave in the 

sane way . Different pressure groups, different ecx:riani.c forces, 
• 

different employee an:i employer associations that are party to the 

industrial council agreenents will all have different effects oo the 

various sect.ors. Explanatioos that are relevant to sane areas need 

rx:1t be widely ar;plicable. However, there Cb appear t.o be sane 

general c:x::mrents 'llhich are pertinent: 

l. Pay cacpression is evident in several sectors; there is an 

~ novement of wages in real tenns at the lowest levels of 

skill; there is a.decreasing trend in real wages at the semi-

skilled (.and scmet.irres at the skilled) level. Pay 

cx::mpression is further illustrated by a larger differential 

between the upper semi-skilled (B4) and the lo:,..,est unskilled 
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(Al-) levels in 1978 than in 1983. These trends awly to OOtll 

market and IC wages. 

2. A definite relatiooship between eoorxmic activity and narket 

wages is oot readily cq:parent fran the figures in the 

afPelldices and Table 6.1, altb:>ugh sane grades and sectors do 

indicate such a trezxi. Far exanple, market rates in grades 

Bl, B2, B3 and B4 in the Iroo and Steel sector cb s'OOw a 

decline in real tenns during the ea:n:mi.c upswing (1980 

1981), but this is oot the case with the IC mini.mun rates 

wtrich a::ntinue to shcM a _steady increase. On the other hand, 

the Chemical Irxiustry (Witwatersrand) sbJws an increase in 

market rates in all grades in 1980 - 1981, but a decline in 

min:imlln rates (IC) • 

The market rates in the printing, and pulp and paper sectors 

sb:7w a rise in rates throughout except far grades B3 and B4. 

Hc1.<vever, the minirm.m rates far both sect.ors shoiN a decrease in 

1980 - 1981. 

Saldru' s "very close relationship betwee."1 the novemant of real 

min.imun wage rates and real ea:>nanic activity" (see Section 

7.4 of this chapter) cannot be identified. 

'!he CXJnclusion fran this discussion is that there appears to 

be a tenuous relaticnshi.p between wages and level of eo:::manic 

activity. ~er, the fact that cnly one eooncmic cycle is 
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• 
analysed, and the definite trends in pay canpression detract 

fran the identificatioo of a definitive relationship. It 

WOJld therefore~ that in terms of Dunlap's analysis of 

wage theory (discussed in Chapter 2), of the four factors 

(ea:n::mic developtelt and wage-setting detenninants, 

ccntemp:n:ary ecx:n:::mi.c theory and contenporary p:>licy issues) , 

the last factor (contemporary p:>licy issues) \\Ollld seen the 

nost significant. '1his supports the view that Corina's third 

typology of the labour market ( .. ... ( re:;ruiring) special 

analytical techniques • • • of 'social detenninants' as 

explanatory variables or a:>nstraints 11 
- see Chapter 2) is 

largely applicable in explaining the develqpnents under 

o:nsideration • 

3. 'lbe ananalies in, and irregularity of revierws of the \liage 
'. 

lx>ard figures oo oot permit any reliable analysis fran one 

year. to the next. Both sets of wage toard figures oo 

indicate real increases in wages over the period 1978 to 1983, 

but the large variations in increases granted, and the 

incxnsistencies of pay structure cannot prove any rreaningful 

relationships. 

4. DIVERGENCE BEl"WEEN ~ AND MINIM.JM WAGES 

'Ihe ooncept of divergence that was defined in Chapter 5 seeks to 

provide a rrea.sure for the relative differences in rrarket and mini.mun 
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wages across all categories under cx:nsideration. The results given 

in Aa?endi.ces I to V are discussed for each sector. 

4.1 Iroo and Steel Ma.in Agreetent {Industrial Council) 

Table I. 2 and Figure I. 3 in Appen:lix I give the divergence between 

market and mininun rates for this sector. The divergence 

(a::nsidering only the weighted Asian, Black and Coloured narket 

rates) sb:1ws a decrease fran A2 to B4. The lo.r.ier divergence for Al 

a:nq:ared to that of A2 arises because of the dog-leg effect 

discussed previously: this effect is apparent in the IC rates for 

each of the years under consideration, whereas the narket rates only 

exhibit this effect ftan 1980. In other ~s, the situation is as 

shown in Figure 6.4 • 
• 

'Ibis rather exaggerated illustration indicates Wtrj the divergence 

should increase for grade A2: the divergence at Al is less than the 

divergence at A2, 'Which in turn is greater than the divergence at 

A3. 

The general decreasing divergence frc:m unskilled to semi-skilled 

levels can be explained numerically by the trend presented in the 

preceding sectioo: ·rrarket wages in the unskilled categories have 

increased rather nore rapidly in relation to cx:rnparable mi.nimun 

wages than has been the case with the +ov.er increase on the part of 

market rates .in the ~ semi-skilled grades relative to their 

cx:rnparable m.ininu..ln wages . 
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FIGURE 6.4 

ILLUSTRATICN OF DIVERGENCE BElWEEN MARKEr & M1NIMt.M WAGES 

A1 B1 

Market 

IC 
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UpNard pressure oo rates at the l<:Yw>.er levels appears to have been 

nore effective oo market rates than oo minimum rates. This is 

cxxrt:rary to Saldru • s firrlings with the SEIFSA. figures of actual 

rates, but, as has been mentiooed, the larger organisations wb:)se 

figures terx:l to be used in salary surveys, have increased the actual 

wages of their unskilled workers nore qtpidly than the increase in 

minimun wages. 

At the upper semi-skilled · level, the entry of Asians, Blacks and 

Coloureds into what were t.raditi.ooally 'White' positions as 

suggested in Table 6.1, has resulted in an effective l<:Yw>.ering of the 

narket wages in these ·cat.e;pries. The effect of this is to bring 

narket and mininn:m wages closer together in the semi-skilled grades. 

'lbe rapidly increasing divergence between White market rates and the 

min:inn.m wages clearly arises because of the large differences 

between 'Write' and mi.ninun wages. 

The nature of the calculation of the divergence figures in Table r.2 

detracts fro:n a 1 feeling' for the relative magnitudes of these 

figures. 'Ihe questioo therefore arises: are the differences in the 

divergence figures significant? A rigorous statistical test of 

significance is i.nafpropriate, so it remains to see What is the 

order of magnitude between the rrarket and minimum rates. 

Table 6.10 gives the percentages by which the market rates exceed 

the minimum rates for the years 1978 and 1983. 



TABLE 6.10 

PEBCENl'AGES BY Vli!CE MF\RKEl' RATES EXCEED M!NIMJM RATES 
(Iroo arrl Steel - Industrial Council) 

Grade Racial 1978 1983 
Category 

Al AOC 2 12 

A2 ABC 13 18 

A3 AOC 8 14 

Bl AOC 13 13 

B2 ABC 10 8 

B3 AOC 6 6 

B4 AOC 6 5 

B3 WABC 9 8 

B4 WABC 21 18 

B3 w 27 17 

B4 w 72 63 

Cl w 29 35 
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Table 6.10 ansiders ooly t.he extreme Yea.rs, but (apart fran the low 

figure of 2% fbr grade Al in 1978), the market rates exceed the 

mini.mun rates by at least 5%, so it is felt that the divergence 

figures in Table I.2 are of such a magnitude that the trends in the 

divergence are significant. 

4.2 Metal Ccntainers and Allied Products Industry (Wage Board) 

Table II.2 shC1ws the divergence between the na.rket and wage board 

rates. For p.irp:>ses of o:ntfS.rlson the divergences between market 

and irrlustriq.l oouncil rates, and between irrlustrial oouncil and 

wage tx::ard rates have also been given. These are illustrated in 

Figure II • 3. 

The results are erratic in all cases. A line of best fit drawn for 

the narket and the wage b:2rd divergence shown in Figure II. 3 has 

-4 the fonn: divergence = 5, 56 x 10 x grade + 0, 15 with a 

oorrelation r 2 = 0,22 (a rx:n-linear horizcntal axis has been used 

for grade, with divergence on the vertical axis) . This 

mathematical relationship does oot. pennit any conclusion about the 

relaticnship between market and wage board rates. This is oot. 

surprising oonsidering the inconsistencies of the wage l:oa.rd 

figures. 
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4.3 Chemical Manufacturing Industry {Witwatersrand) (Industrial 
C.amcil) 

Table III.3 an:i Figure III.5 sb:7N the divergence between the narket 

an:i the IC mini.nun wages for the chemical mmufacturing industry 

(Witwatersrand) • As with the iroo and steel sector (IC), there is 

a rise in divergence fran Al to A2. The reverse dog-leg effect for 

the nark.et curves, illustrated in Figure III.l, can offer a partial 

explanation for the larger di vergerice of A2. It will be shown in 

the next section that the gradients between Al . and A2 are 

oonsiderably steeper than between A2 and A3. 

Apart fran a larger divergence at grade B2 (caused by market rates 

that are up to 20% higher than Bl rates, but only sore 6% J.Oii>.er than 

B3 rates), the. treOO. is for the di verge.nee to decrease with 

increasing level of skill. This was also the case in the ircll and 

steel sector. 

'!he divergence figures in the chemical industry (Witwatersrand) are 

nore significant than tl'XlSe in the iron and steel sector in t.hat the 

percentage differences between narket and rn.i.ninrum IC rates are 

larger. This is illustrated for 1978 and 1983 in Table 6.11. 

'Ihe rragnitude of the divergence figures sh:lws that the narket rates 

are considerably higher than the IC rates. This divergence is 

likely to redu:e since the mi.ni.rmJm rates have increased at a muCh 

faster rate than the market figures. (No divergence figures have 
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been given for the dlemi.cal irrlustry (cape), as was discussed 

earlier.) 

4.4 Chemical and Allied Products Industry (Wage Board) 

Table rv.2 and Figure rv.3 show the divergences between market and 

wage 1:xJard mi.ni.rcun rates, and for a:rnparative ?JrpOSes, bet.ween 

market and IC rates. . The divergence at "A2. exceeds that at Al, as 

has been the case previously. nirther, there is a decreasing trend 

of divergence as level of skill increases (with an exception, again, 

at B2) • The, divergence between wage board and IC minina also 

decreases with .ilx:reasing skill levels. 

'I\'le significance of the higher divergence figures can be assessed by 

referring to Table 6.12 which gives the percentage differences 

between nark.et and wage· board mini.nuJm rates. 

With percentages by which mark.et rates exceed wage board rates as 

high as those slx:1wn in Table 6.12, the sensitivity of the analysis 

is such that a relatively snal.l change in any cne figure could have 

a profound effect on an associated divergence figure. Greater 

imp:)rtance should be attached t.o the vast difference in narket and 

wage 1:x:>a.rd rates than t.o trends in divergence. Nevertheless, the 

effects of pay ca:npression will produce the divergence trends shown 

in Figure rv. 3. Again, it must be emfiiasised that the market 

figures used in this study and the wage bJard figures fall into bYo 

different pay universes. 



TABLE 6.12 

PERCEN1'AGES BY \'IITCH W\RKEI' RATES EXCEED MINIM.JM RATES 
(Olemical Industry - Wage Board) 

Grade 

Al 

A2 

A3 

Bl 

B2 

B3 

B4 

B4 

B4 

Cl 

Racial 
catecpry 

ABC 

ABC 

N!C. 

ABC 

N!C. 

ABC 

ABC 

WA.a::: 

w 

w 

1978 1983 

208 88 

253 91 

208 83 

136 75 

114 87 

77 54 

84 54 

92 90 

100 128 

143 148 

• 

233 



234 

4.5 Printing and Newspaper Industry {Industrial Council) 

Table V. 2 and Figure V. 3 in AWen:iix v show the divergence l:::ieb.Jeen 

market and mininun IC wages for the printing arxi newspaper IDiustry. 

ktj identificatioo of t.reOOs is narred by a ·low divergence for grade 

A2, and oo figure for A3. The l.ow A2 divergence, follOViled by a 

higher divergence can be ascribed to the A2 IC rates being up to 30% 

higher than the oorresp::xlding Al wages, \1tTlereas the Bl rates are 

atly sane 15% higher than the A2 Wiges. The rea.soos for this are 

n:::n:. apparent, b.It. this 00es illustrate a p:x>rly structured pay 

curve. The anounts by which the market rates exceed the IC rates 

are given in Table 6 .13. 

'lhese percentages shcM significant variaticns in the aIIOlmts by 

\\hich market rates exceed the IC figures. Nor is there any 

CD.1Sistency in the relatiooshi.p. This would reinforce the view 

above of a p:x>rl y structured pay curve oo the part of the IC rates, 

and J;X>SSibly the market curve as well, not that the latter is 

'structured' in the true sense of the word. 

Figure V.3 cannot be cxnsidered to supp::>rt the trend.that divergence . 

decreases with incraasing level of skill. There are simply too 

many excepticns to such a trend, or any other trend that nay be 

identified. 

'lhe increasing divergence frcm B3 cnw:u-ds is not surprising after 

inspection of the wages in Table V. l: in grades B3, B4 and Cl, the 
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TABLE 6.13 

PERCENTAGES BY VlilCH MMKEI' RATES EXCEED MINIMJM RATES 
(Printing Industry - Iooustrial Council) 

Grade 

Al 

A2 

A3 

Bl 

B2 

B3 

B4 

Cl 

Racial 
category 

ABC 

ABC 

ABC 

AOC 

ABC 

ABC 

ABC 

w 

1978 1983 

25 28 

7 12 

26 22 

15 12 

7 13 

13 19 

29 61 
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market rates sb:::M an overall increase, Whereas the IC Printing rates 

decrease over the perio:i. 

4. 6 Pulp and Paper Manufacturing Industry (Industrial COOncil) 

Table V. 2 and Figure V. 3 also give the divergence for the p.ilp and 

paper i.OOustry. It has already been explained that rx> Al posi ticn 

was identified in the industrial council ,POSi ticns. The divergence 

figures show a decrease in divergence £ran A2 through to B2, 

~ea.ft.er (for B3 and B4) the divergence increases cqain. The 

anounts by whim the nark.et rates exceed the IC figures are shown in 

Table ·6.14 • 

• 
Apart fran the ~ll percentages in B2 an::l B3, there are significant 

differences between the market and IC rates. Excluding these two 

grades, the trend ~ lower differentials between narket arxl 

mini.nun rates as skill increases is evident. 

'lhere are no a:mp:uable wage boa.rd figures. 

4.7 Sunnary of Divergences 

'lhe iron and steel irrlustry (IC) shows a distinct redu:::t.i.on in 

divergence betv.een rrarket an::l mini.mun wages as the level of skill 

increases (with the exception of the 10o1.est unskilled grade Al which 

shows a l.ov.er divergence than A2) • The Witwatersrand chemical 

industry (IC) follows much the same pattern wit.h cne a.nanaly at B2. 



TABLE 6.14 

PEOC!EN1'AGES BY ~CH MARI<EI' RATE'.5 EXCEED MINIM.JM RATES 
(Pulp and Paper Industry - IOOust.rial COuncil) 

Grade 

Al 

A2 

A3 

Bl 

B2 

B3 

B4 

Cl 

Racial 
category 

ABC 

ABC 

ABC 

ABC 

ABC 

ABC 

ABC 

w 

1978 1983 

35 50 

22 21 

11 19 

6 1 

3 11 

9 8 

30 47 
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'!he printing industry (IC) a.wears to exhibit oo trerxis at all. 

The pllp arrl paper irxiu.stry (IC) sb:7ws a redu::ing divergence fran A2 

until B2, whereafter the divergence increases. The results are 

ally for Asians, Blacks ani Coloureds market rates. 

It 'WO.lld appear that the reasons for these findings are twofold: 

- At the l<:Mer lll'lSkilled levels rrarket rates have been 

ccnsistently higher than mininu.m rates, ani they have held this 

p:>sition due to socio-p:>litical farces, rather than ~ 

direct unioo negotiation. Blacks were hardly organised into 

unions during the first fetr years of this study period. 

-· At the IJB?er semi-skilled levels, minimun rates have cx:xre closer 

to the rrarket rates far Asians, Blacks and Coloureds. The 

likely explanatioo, already nentioned, is that the Asians, 

Blacks and Coloureds have noved into previously held 'White' 

p:>sitions (as su93ested in Table 6.1) without the cx:m:nensurate 

remuneration. (This is illustrated by the difference in rrarket 

wages for Whites, and Asians, Blacks ani Coloureds at the B3 and 

B4 levels. ) This has resulted i.r1 a general J.or.Nering of l.ab:>ur 

o::>Sts at the semi-skilled levels. 

This trend is contrary, for example, to the results found by Rudolph 

( 1977 ) in the hot.el industry. The introdu=tion to the Decerrber 

1977 {p.2) issue of the South African Labour"Bulletin states: 



11Rl.rl:>lFh den:llSt.rates the excess of the average wage 
over the Industrial Council minirnun increases as the 
level of skill of the cx::cupational category rises. 
African, Asian and C.Oloured workers in the unskilled 
categories receive earnings alrrost equal to the 
Industrial C'.ouncil rninina.. On the other hand workers 
in semi-skilled and skilled categ:>ries earn 
oonsiderably higher wages than the minima with the 
excess wage increasing as a prop:>rticn of the mini.rm.m 
wage as the skill level rises. 11 
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It sb:>ul.d be remeubered t.hat Ru<blfh 1 s study was done before Blacks 

-were included in the negotiaticn process fur industrial councils. 

Rud::>lph's analysis regarding the semi-skilled and skilled cat.e9=)ries 

currently ally applies to Whites. 

It has already been nentioned that there is increasing evidence of 

cx:mpanies SUfPlying their wage data to the salary surveys oo a 'rai-

racial' basis: this neans that they <b oot give a racial 

classification because they claim to have a non-racial pay policy. 

Their data are then inclu:led in the surveys in the 1\'filite' tables. 

An analysis of such data frequently reveals two distinct wage 

groupings for ea.Ch grade: the higher is the White level of payment, 

and the ~ rates are paid to Asians, Coloureds and Blacks 

respectively at decreasing rates. This means that divergence 

figures Which a:mi:are market rates that inclu:le Whites to IC rates 

are actually understating the issue. In other words, if Whites 

oould truly be isolated, their wages would be even higher than those 

given in the surveys (and t.'lris study} , and the gaps between White 

wages and those of Asians, Blacks and Coloureds on the one hand and 

between White wages and minimum wages on the other wall.d be even 

higher. Unfortunately, it is oot fOSsible to quantify the extent to 
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"W:rich this sul:mi.ssion of Asian, Black and <l:>loured data as White 

dat.a is occurin:;J. 

These findings are ~ely c:x:ntrary to the findings of Steenkanp 

( 1983: 64) ....t1o a:mtents: 

"Where whites and blacks perfonn the sane job in the 
same envi.rame.nt in this country, the earnings of the 
former usually are higher - often very nu.x::h higher -
than those of the latter. 'Ihe sna.llest differences 
are found in the skilled and the higher semi-skilled 
jd:>s oovered by cx:>llecti ve wage agreenents and by wage 
detenninatioos oo the principle of •the wage for the 
job' • a.it even here -there is a terrlency tcMil'ds 
.greater wage drift in the case of whites than the 
blacks. The result is that the earnings of the 
blacks lie nearer to the fixed minina than oo those of 
the whites• II 

':Q1e differences between the two racial groups increase in the 

skilled and higher semi-skilled jobs. No White data are available 

for cx:xnparati ve p.1rp0Ses at the lower grades. 

5. GRADIENI'S WITHIN WAGE aJRVES 

The gradient of a pay curve refers to the anount by which the wage 

paid at one grade exceeds the wage paid at the preceding grade. In 

Olapter 4 it was nentiooed that Paterson had postulated a linear pay 

curve if the vertical axis was on a log scale and the scale en the 

horizontal axis indicated constant grade widths (the width of the A 

Band would be the same as Bl and B2 together, and so on) . In this 

analysis, the gradient between two grades has been calculated over 
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tine in order to see how the gradients of the narket and mi.ni.mun 

wage curves vary C1l/er tine. The sectors analysed in Appeniices I 

to V are a:nsidered below. Gradients have been expr:essed as the 

percentage by Wi.ch the "'1eCJe at one grade, say A2, exceeds the rate 

at the preceding grade, say Al. 

5 .1 Iron and Steel Main Agreement ( I~ustrial Cooncil) 

Table I.3 sbJws the slopes of the narket and IC pay curves for each 

year for each gradient: . A2/Al, A3/A2, and so oo. Separate 

oalculatiCl'lS have been made for the two ·racial weighted averages at 

the B3/B2, B4/B3 and Cl/B4 levels. The IC gradients and the B3, B4 

and Cl levels are, of course, inieperxient of race. 

Figure I.4 illUstrates these slopes graphically. There is a 

definite trend in that the slopes of the pay curves decrease fran 
I 

1978 to 1983. This is a clear i.OOicatioo of a redu::tian in 

differentials between the grades. For example, the A2 rrarket v.e.ge 

was 19% higher than Al in 1978, but this reduced to 8% in 1983. 

The results do not indicate whether the slopes are higher for the 

market curves or for the mini.mun wage curves: the narket slopes are 

larger for the A2/Al situatioo; the mi..ni.mun wage slopes are greater 

for the A3/A2 gradients, and so on. There are sane exceptions to 

the general. trend, in that the gradient in one year may be higher 

than that , in the previous ·year. These cases are few · and are 

oonsidered to be arxmalies, rather than oonstituting a plausible 
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exceptioo. 'll1e gradients Which relate a wage that includes Whites 

to cne that excludes them sh::iws steep curves, as tNOUJ.d be expected. 

M:>st ananalies appear in these cases. For example in the situatioo 

Cl(W)/B4(AOC), the na.rket gradient increases fran 79 in 1978 to 93 

in 1982, and it then drops to 81 in 1983. This 'WOUld i.rxlicate a 

widening of the gap between White artisans and Asian, Black and 

Cbloured (UfPE!r) semi-skilled workers, as cpposed to a rather 

flatter gradient for the Cl(W}/B4(Wl\BC) oase, where Whites are 

incluied in the B4 category. The funner oase reinforces the view 

that Asians, Blacks and Cbloureds in the upper semi-skilled 

catepries are receiving rather J.o\..er wages than their White 

o::>unterparts: the total labour oost in these categories has redu:::ed 

with the introdu:::ti.on of Asians, Blacks and Coloureds in these 

p:>Sitioos. 

'!he trends in the IC gradients are nore orderly (and obviously they 

d::> l'X)t directly suffer fran racial oonsiderations): the cnly 

exceptions to the trend of redocing gradients with time are A3/A2. 

(1981), Bl/A3 (1978, 1979 and 1980), B2/Bl (1981), B4/B3 (1900). 

5. 2 Metal Containers an:i Allied Products Industry (Wage Board) 

The problems associated with the wage board rates have already been 

mentioned several tines, and these are again nan.ifested in the 

gradient figures for the rcetal a:>ntainers and allied prooocts 

industry (wage Board), as shown in Table II. 3 and Figure II. 3. 

There is oo clear pattern that emerges fran these figures. 
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5.3 Chemical Manufacturing Irxlustry {Witwatersrand) (Industrial 
Council) 

'Ihe figures in Table III.4 and Figure III.6 in .Afpendix III 

generally show the sane pattern that was apparent in the i.ral a.00 

steel sector: the gradients of 1::oth market and IC curves reduce 

fran 1978 to 1983. The sane explanatioo ag>ea.rs reasonable: that 

there is considerable pressure to redu::e the differentials bebNeen 

grades, thereby effectively flattening the pay curve. Except for 

the A2/Al gradients and partially the B4/B3 gradients, the IC 

gradients are larger than the market gradients. This indicates that 

the differentials are less in the market figures than in the IC 

rates. An exception to the general trems so far identified is 

that the gradient bet-ween the skilled (Cl) Wtlte wage over the all 

races B4 grade ~ an increase over tine. This also occurred in 

the Ircn and Steel sector. In the Chemical Manufacturing sector 

this results fran a larger increase in Cl rates over the pericxi 

(21%) than in the B4{VW3C) rates (17%). (In the case of Iroo a.00 

Steel, the decrease in Cl rates {-2%) is less than the decrease in 

B4 (WABC) rates ( -4%) ) • The gradient will thus depend on the 

relative increases or decreases for the bAO grades. 

5 .4 Iooustrial Council for the Chemical Iooustry (Cape) 

Reservations have already been expressed ocncerning the data for 

this industrial oouncil. The gradient figures in Table III. 5 sha.¥ 



244 

oo overall pattern. In sane cases the gradient figures increase 

with ti.Ire; in others, the gradients decrease. 

s. s Chemical and Allied Products Industry (wage Board) 

Table N. 3 and Figure N. 3 show the gradients for the 'Wage board 

figures for this imustry. The results are perhaps slightly nore 

orderly than other wage board figures in that they Cb show a general 

trend that gradients for all grades (except B4/B3) decrease with 

time. There is a narrowin; of sare large differentials (such as 51 

for Bl/A3 in 1978 and 1979). 

5 .6 Printing an:i Newspaper Irrlustry (Industrial Council) 

Table V. 3 am Figure V. 4 shaN the gradients for this sector. The 

market figures follCM the trend identified previously, albeit with 

sane minor·exceptions, an:i the rot.able exception at the Cl/B4 level. 

The increasing t.eOOency here has been seen before am it represents 

a widening of the differential between the {\mite) artisan am the 

upper semi-skilled levels. The special skills required by artisans 

in this sect.or would help to explain the increasing differentials. 

The IC figures also sh:lw reducing differentials between grades with . 

the progression fran 1978 to 1983. The gradient Cl/B4 is flatter 

than ItDSt others, but it d:>es not show the same increasing trerxi 

evident in the oorresponding market gradient. 
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5.7 Pulp and Paper Manufacturing Indust.ry {Industrial Cooncil) 

Table V. 3 arxi Figure V. 4 also sl'x:lw the rates for this sector. 

There is oo general tren:i t.hat will support the findings of previous 

sectors in identifying reducing differentials with ~. Of the 

six sets of IC gradient figures, four show' a general increase in 

differentials, one a reduction, arxi ooe a rather flat gradient. 

Clearly this industrial crAmcil has oot. been aiming at reducing 

differentials, nor has it been farced to redu::::e differentials. 

5 .8 Sumrary of Gradients With Wage curves 

'lhe general socio-political forces W'hich have been effective in 

increasing unskilled wages at a greater rate than those in the 

skilled categories will clearly have ~e effect of reducin; 

differentials between the grades. The gradients between the Cl and 

B4 levels generally slx:M an increasing trend because of a widening 

of the actual rates paid to artisans and the lJFPE!r semi-skilled 

grades, that row oontain an increasing nunber of Asians, Blacks arxi 

Coloureds, paid at lower rates than their White (upper semi-skilled) 

oounterparts. This cxx:urs simply because organisations 1CJ...er their 

"Nage bill by employing, at lc:Mer rates, Asians, Blacks and Coloureds 

in positions previously held by Whites. This trend is clearly 

evident in rrost sectors, 1x>th for market and IC wages (the 

exceptions are the ,PUlp and paper . sector and, of oourse, the wage 

l:oards: the former shows an increasing trend in differentials;· the 

latter show oo definite trends). The problem of the survey' s 
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oontaining sane CXJtlf8I1ies' Asian, Black and Coloured wages in the 

1Vfili.te 1 category will naturally also affect gradients. Gradients 

with White figures in the nunera.tor will be understating the actual 

situation in that true 'Write' wages would be higher than those 

given, thereby increasing the gradient. 

'lbere is oo theoretical l:asis for analysing the nagnitude of pay 

curve slopes. Paterson ar:rl others {as nentioned · in Cha.pt.er 4} have 

merely cbserved that slopes are generally beONeen 5% and 30%. The 

gradient figures presented in Appendices I to V and discussed a1:x>ve 

are generally within these limits (although there are sare IX)table 

exceptions) • There is oo theoretical reascn to expect. that they 

should be between 5% and 30%. In practice the ~leirentation of a 

F#lY system with gradients below' 5% · or a.lx>ve 30% wc:uld create 

difficulties in rewarding workers acoording to their relative skills 

and a:>ntributioos because progressioo fran one grade to the next 

WOJ.ld result in very low or very high increases in wages. 

6. INTERINWSI'RY CDMPARI&N 

Previous sectioos have dealt with the various industry sectors 

largely in isolation, with limited cross-industry ccmparison. 'Ibis 

sec+-....ion presents a rrore direct canparison of the wages in the 

industries urrler consideration. Table 6.15 gives the rrarket, 

industrial 
/ 
oouncil and (where applicable) t..'le wage tea.rd wages for 

1978 and 1983 for grades Al, A2 (unskilled), Bl (lower semi-skilled) 
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TABLE 6.15 

CDMPARISCN OF W\RKEI' AND MINIM.JM WAGES BY INDUSI'RY 

Grade Industry 1978 1983 

Market IC WB Market IC WB 

Al Iron & Steel 100 98 73 128 114 100 
Chemical {Wits) 114 82 37 139 116 74 
Printing 120 96 137 107 
Pulp & Paper* 120 137 

A2 Iron & Steel 119 105 77 138 117 106 
Osni.cal (Wits) 129 95 40 140 107 81 
Printing 135 126 147 131 
Pulp & Paper 135 1.00 147 98 

Bl Irai & Steel 165 146 88 171 152 140 
Olemi.cal {Wits) 175 119 74 186 153 106 
Printing 180 143 184 151 
Pulp & Paper 18.0 162 184 154 

B4** Iron & Steel 258 243 124 250 238 287 
Chemical (Wits) 271 203 147 268 223 174 
Printing 297 269 310 260 
Pulp & Paper 297 273 310 286 

* It> Al figure available fur IC 
** ABC 
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and B4 <uwer sani-skilled). 

incllDed. 

No figures for Whites have been 

The Iron and Steel narket figures are cx:nsistently l.ov.er than those 

of the other sectors at all levels. In 1978, the Iron and Steel IC 

figures are higher than the Chemical and Printing wages and the Al 

and Bl levels, but l~ than the Pulp and Paper figures at grade 

Bl. In 1983 the IC figures for Al and Bl are mu::h closer. At the 

B4 level, Printing and Pulp and Paper are rather higher. There 

terrl to be greater variances at the A2 level. 

The -wage board figures are cx:nsistently lo-.er than the market and IC 

figures (as "Wall.d be expected if it is accepted that they are 
• 

representative of a different pay uni verse) with the exception of 

the Metal Containers and Allied Prcxiu:::ts (deemed cnnparable to the 

Iron and Steel figures) at B4 level in 1983. 

The "WOrkers in the sectors investigated in this study, as well as 

all others •covered 1 by mini.nun wage regulation may be cx:nsidered to 

constitute a certain 'internal' labour market, which will interact 

with the uncovered, 'external' market thereby providing several 

p:>rts of entry to the covered market. At the bottan, unskilled 

level, whatever skills are required will be general, so it would be 

expected that the wages at the unskilled Al level would IX)t differ 

signif icantj. y. At the higher levels, skills beo:::me nore specific, 

so there should be less unifonnity in wages at the upper semi-

skilled levels. Table 6.16 gives the percent.age spreads of wages 
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TABLE 6.16 

PERCENI'AGE SPREAD OF WAGES BY GRADE 
( % by \<Jhich highest wage in a grade exceeds the lowest wage) 

Grade 
1978 1983 

Market IC WB Market IC WB 

Al 20,0 19,5 97,3 8,6 8,4 35,l 

A2 13,5 32,6 92,5 6,5 33,7 30,9 

Bl 9,1 36,1 18,9 8,8 2,0 32,1 

B4 {ABC) 15,1 34,5 18,6 24,0 28,3 64,9 
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in each grade given in Table 6.15 in order to assess whether any 

trends in uni.fonnity are evident. For example, the highest Al 

market wage (Which hawens to be Rl20 - Printing, and Pulp and 

Paper) is 20% higher than the ~t Al narket wage {\\tlich is Rl.00 -

Iroo and Steel). Similarly far the IC rates: R98 (Iron and Steel) 

is 19, 5% higher than R82 {Olemical (Wit.iatersrand)}. 

Table 6.16 .SOOWS that in 1978 the spread in narket wages is higher 

at Al (20,0%} than at B4 (15,1%), with l:ot:h the A2 and Bl percentage 

spreads l~. The IC figures show a progressively widening spread 

in 1978 fran 19, 5% (at Al) to 34, 5% (at B4). The wage toard 

figures indicate the reverse, Wt because there are cnly two sets of 

figures, this beo:mes a direct cx:mparison between the Met.al 
• 

COntainers and ·Allied Products• wage detenn.i.nation and the Chemical 

and Allied Prodi.rts' Wige detenn.i.nation. 

In 1983 (if ooly the Al and B4 wages are o:::nsidered), all three of 

the narket, IC and -wage board figures indicate the expected widening 

of the spread between the wages at the unskilled and upper semi-

skilled levels. It sh::>uld be ooted that the progression fran a 

narrower to a wider spread is rXJt. a snooth one, highlighted 

particularly by the 33,7% IC spread at A2 followed by a 2% IC spread 

at Bl. Cotp3.ring the Al spreads of 1978 and 1983, it would ap_pear 

that both market and minirnun wages exhibited greater uniformity 

across industries in 1983 than was the case in 1978. The spread 

widens at the B4 level. 
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Apart fran general eo::nani.c am p::>litical ccnditions, there are t\'t10 

additiCl'lal factors which may influence wages in the period urrler 

a:>nSideration: greater unicnisatioo following the Wiehahn 

a:mnissioo, am changes in employment in the various sector$. It 

has been argued that the pressures oo wages are greatest at the 

lower levels. 'Ibis may result in an up.vard novement in the wages 

of unskilled 'WOrkers until a nore acceptable wage Which is 

o:mnensurate with the general skills that are required at the ~ 

levels. Wage levels in ooe i.rrlust.ry will OOubt.less have an effect. 

oo other i.rrlustries (just as wages in the cxwered sector do have a 

bearing en the uncovered sector) • There is oo evidence that 

consensus between irrlustries is sought in setting such wages, but a 

nore unifonn wage at the unskilled level reflects sate rea:>gnitioo 

• of lack of· inter:i.ndust.ry differentials at the ~t levels. At 

t."'le upper semi-skilled {am skilled) levels, the external pressures 

oo wages are in any event less, but attempts to redtX::e interindustry 

differentials would deny the existence of specific skills unique to 

certain industries. 

Of the four i.rrlustries studied, it is interesting to :oote that t\'t10 

~ little increase {3%) in employment over the period, while two 

shONed increases in excess of 25%. Table 6 .17 gives the figures, 

which have been taken fran the Quarterly Bulletin of Statistics 

(March 1979 and 1985). These figures are for the entire 

industries, and ck> :oot necessarily oorrespond exactly to the sectors 

dlosen in the salary survey or the industrial councils and wage 

OOa.rds. Nevertheless, the Chemical sector, ...mi.ch shO'w'S a 25, 3% 



TABLE 6.17 

~ INCRFASES IN EMP1DYMENI' {1978-1983} 

Industry Sector 

Manufacturing - basic netals, 
metal produ::ts, nachinery, etc. 

Manufacturing - dlemical, 
petroleum arxi cx:ial produ::ts 

Manuf acturin3 - printing 

Manufacturin3 - paper arxi 
paper prcxi\X:ts 

% Increase in Fmployment 
1978 - 1983 

+ 3,4 

+ 25,3 

+ 32,3 

+ 3,2 
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increase in errployment, also shows arrongst the largest percentage 

increases in wages. Apart fran the B4 IC figure, the Printing 

industry, with a 32, 3% increase in enploymant, also shows al'[[)D3'st 

the highest percentage increases in wages. 

7. OH'ARI&N OF WAGES PAID 'IO ~ AND FEMALES 

As stated in Olapter 5, min.inun 1Nage legislation <Des wt pennit 

discriminatioo. en the grounds of sex or race. It is therefore oot. 

p::>SSible to c:anpare mini.mtm rat.es in the sane way. Table VI .1 

presents the real wages of Black miles and females in the 

nanufacturing sector (grades Al, A2, A3, Bl). Both Table VI.land 

Figure VI. l sCo,r,r· a narrowing of the gap between miles and females. 

In order to achieve this, it is natural that the percentage 

increases received by females will be larger than those received by 

males. The differential bet.ween Bl and Al is nurl1 the sane for 

males and females. The O:>g-leg effect is clearly evident until 

1980 whereafter the reverse occurs, but with a flattening of the 

curve beyood A2. 
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CHAPTER 7 

~AND a::>NCUJSICNS 

.'Ihe previous chapter discussed the results presented in Chapter 5. 

'Ihe results have im.icated certain trends sane of which W0.1.ld agree 

with aspects of the theory presented earlier; others yield sc::rteWhat • 

surprising results for which oo definite explanations are readily 

evident. 'lhi.s chapter sumnarises the overall trends identified, 

and discusses these in tenns of the hypothesis presented in 

Chapter l: are mi.n:i.nu.m wages .influential in detennining narket 

rates? 

2. ~ OF RESULTS 

'Ihe results need to 1::e c:x:>nsidered under two headings: industrial 

council agreements and wage board detenninations. 

2.1 Industrial Council Agreements 

Several trends were generally evident in all sectors analysed. 

(Mark.et rates refer to 'h'eighted averages of Asian, Black and 
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Coloured wages, that is, Whites are excluded, unless otherwise 

stated): 

1. There is a narrowing of the differentials bet\¥een l.lllSkilled 

arrl. skilled workers in all sectors with a time progressicn 

fran 1978 to 1983. This applies to 1:oth the narket and 

industrial council wage rates. 

2. The unskilled cate;pries have received higher increases in 

real tenns than the sani.-skilled and skilled cate;pries. In 

certain cases the skilled workers have seen their wages 

(actual and mininn.Jn) decrease in real tenns. 

3, The gradients of the wage curves sh::1w a flattening off with 

time and With the progression fran the unskilled to skilled 

categories. This is a oorollacy of the first two points .. 

4. The divergence bet'Neen market arrl minimum rates generally 

decreases with a progression fran unskilled to skilled 

workers. In other wards the mi.n.imun rates are closer to the 

market rates at the higher levels of skill. 

5. The explanations for these firxl.ings are not easily explained 

by the theory. The discussion on differentials did indicate 

that differentials were droi::ping in other oountries, but the 

reason$ therefor sl'x:>wed a wide diversity of opinion. The 

relatively higher differentials between South African 
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unskilled and semi-skilled workers when o:mpared to those of 

other oountties such as the United Kingdan or the United 

States of America give South Africans greater scope for 

red'll'::ing such differentials. 'fue pay a:inpression that is 

evident can best be explained in tenns of socio-p:>litical 

factors, because pure ea:>ncmic explanations wo..ild predict the 

reverse occurring: the relative sb:>rtage of skilled \lil'OI"kers 

(wno require a greater investmen~ in human capital in tenns of 

toth general and nore so in specific skills) should result in 

an increase in their 'llages, relative to the abundance of 

unskilled \lil'OI"kers wb:> slx:>uld receive far smaller increases. 

6. In seeking an answer to the questions p:>sed by Turner ·and 

Jacksal in Chapter 2, the results of Chapter 5 indicate that 

the differentials depend on certain 'ncn-rrarket • a::>ndi tiCllS: 

trade union organisation appears to have cnly an indirect 

effect, to the extent that unions exert social and p:>litical 

pressures, rather than as a direct result of collective 

bargaining; the institutiooal ~tus of wage determination 

through wage structuring based on job evaluation principles 

has had little effect on differentials, as can be judged by a 

lack of structure in mi.ni.mum wage curves, and indeed, in the 

market wage structures. The.expectation of any structure 

based on job evaluation grade assurres a precise oorresp:>ndence 

(or fit) between job evaluation grades and industrial council 

(or wage toard) p:>sitions. 
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'lhe chan9es iii the wages of Whites relative to tix>se of Asians, 

Blacks arxi Coloureds show that real increases over the _period 1978 

to 1983 have been ~ for Whites. The Na.tiooal Ma.npaNer 

carmi.ssion (1984: 313) shews that in this _period for all sectors, 

the increases in -wages in real tenns were: Whites 10, 3%, Asians 

24, 5%, Blacks 20, 4% arxi Coloureds 16, 7%. HaNever, White -wages 

rare.in rm.x::h higher than the wages of the other racial groups. 

2. 2 wage Board Det.enninations 

'lhe wage }:x)ard figures shcM so little oonsistency, with such 

irregular dates of review, that it is extremely difficult to detect 

any neaningful trends or to offer explanations therefor. It is 

difficult to see what useful function the wage b::>ards are playing: 
• 

nany wage board figures have shawn decreases in real tenns, and 

there is little structure to these figures. 

The infrequency of detenninations is illustrated by a report of the 

National Manp:Ywer camrission (1982: 35) \\hi.ch states: 

"It appears that the. average _period between 
detennina.tions was between 3,9 and 6,6 years. This 
is of · a:>urse historical infonna.tion and wages are row 
(according to the Wage Board) investigated 
aa;>roxinately every t.hree years. The target is 
nevertheless {according to officials of the Wage 
Board) to revise wages every bNo years. " 

It has been suggested that the wage board generally oovers a lC7.\er 

paid group of workers, e:nployed in organisations whose size and 

ability to pay na.y not be a::mparable to those that are party to the 
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industrial COlllCils. This cbes rot excuse the infrequency of 

detenninatioos, oor <bes it explain the rise in wage board figures 

~ch have cxme closer to narket rates in the later years of the 

study. 

3 • 'lHE HYPOIHESIS 

'lbe hy];:othesis stated that mi.ni.rm.rn wage legisl,atioo is influencial 

in deteimi.ni.ng narket rates. The starting p::>int is to determine 

What is meant by 'effective', and what criteria should be used for 

assessing this. 

!ndi.catioos of effectiveness will be found if the mininun wages lead 

the market wages in any way: are the mi.ninn.m wages exhibiting any 

characteristics in the early years which the narket wages assume in 

subsequent years and can the ai:parent follc:Ming of market wages be 

attributed. to the trerrl? If this leading is rot readily.evident, 

then it IteanS that the trends in the two cases are either occurring 

s.inn.lltaneously or that the narket rates are leading, or, of course, 

that there is oo direct ( cbvious) causative relationship between 

them. A.gc¢1, the hypothesis should be oonsidered for the 

industrial council and the wage l::oard situations. 
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3.1 Industrial Council AgreeIIellts 

'!he results of this study have shown that the iron and steel sector 

mini.nun rates exhibited the 'dog-leg' effect in 1978 (the first year 

of the study), at the unskilled level. This indicates the upNard 

CX:XtifUlent of pay cx:mpression, in agreenent in principle with incx:xte 

distribution as stated by Kantor (1984: 46): 11
• • • it "NOUJ.d appear 

that the share of the top 20% tends to fall slightly and the share 

of the rot.tan 20% tends to rise with increases in per capita 

ina::mes". The percentages have oot. been verified, but the o::noept 

is cx:nfinned. Market rates also · shoN the •dog-leg• effect in the 

later years oovered ~the study. (Of course, there are nany nore 

mechanisms which affect the situation discussed by Kantor. ) In 

tJ'lis sense the market rates lag the minimun wages, but it is oot. 

p:>SSible to o::nclu:le that the 'dog-leg' effect in the market rates 

is caused by the • O::lg-leg' effect that appeared in the min.inn.Jn rates 

a few years previously. If the reascn for this 'dog-leg 1 effect 

can be attributed to socio-p:>litical forces, it is reasonable to 

assune that these forces will affect market and minimum rates 

simultaneously, rather than saying that the one affects the other. 

'!he reduction in differentials bet.ween skilled and unskilled workers 

is nore prevalent in the market figures ·than in the minimum wages. 

It is therefore nore likely that the explanation for the redu:::tion 

in divergence between market and nrini.mun rates with progression fran 

unskilled to skilled levels arises fran the greater reduction in 

market differentials. 
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'lbe gradients of the wage curves sho.v redu::t.i.ons in both market and 

min:irm.ln rates, 1::ut there is insufficient oonsistency to a:>nclude 

Which gradients lead the trerxi. Again, extraneous forces na.y 

affect 1:x>th market and minim.Jn rates simultaneously with oo evident 

nutua1 interactioo. 

'1he flattening of the curves at the upper semi-skilled and skilled 

levels is nore prcn:>unced in the market curves. 'Ibis· is because of 

the relatively .low& wages paid to Asians, Blacks and O::>loureds wb::> 

have noved into positioos previously held by Whites, yet they 

receive I.ov.er real rates than their White predecessors. That the 

mininun rates ch not exhibit the sane degree of flattening is 

indicative of an element of i.OOependence between the two sets of 

figures. 

The relationship proposed by saldru in its Minimum Wcqe Analysis 

(1983: 12), discussed in Section 2.4 of Chapter 6, that there exists 

a 11very close relaticnship between the novercent of real m:i.niim.m 

rates and real ecx:n:mic activity" if mi.ninn.Jn rates are lagged by ale 

year, is not evident if market rates are substituted for mini.nu.In 

rates. (With the limited nurrber of years studied and the 

relatively feN .in:.iustrial councils oonsidered, this 'very close 

relationship' is also not clearly apparent with the mininun rates.) 

Fran the ab:>ve sumnary of the results of Chapter 5, it is not 

p:>ssible to accept the hyp:)thesis that minimum rates (as detennined 
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by industrial o:>Uncil agrearents) are effective in that they set the 

trend Which is followed by market rates, arrl that any cuma1 trerrl 

is caused by the regulation of the minim.In rates. 

3 .2 wage Board Detennina.tions 

Discussioo of the wage debate suggested that the wage board had had 

a caisiderable effect cri wages up to the Sixties. The situation 

nore recently would ~ to have changed. 

While sane wage board detenninations sl'x::rw similar trends to the 

narket figures, it is inp:>ssible to see l'x:7w the wage board figures 

can in any way affect market rates in the pay universe under 

ipvestigation in this study: the wage board minima are generally so 

J.Url'l lC7tott'er than.the a::mp:lrable market figures and their frequency of 

review has at tirces resulted in substantial reductions in real 

wages. The hypothesis that wage board minimum wages are 

influential in determining the market wages (as identified in the 

salary survey) must be rejected. A limitation of this study is 

that market data oo the pay universe that corresponds to the wage 

board figures are oot available. The hypothesis could thus rx>t be 

tested at this l<::Mer pay universe level. 
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4. GENERAL WOlJSICN AND AREAS FOR FUI'URE RESEARCH 

I.al:our ea:n::mic theory has limited use in explaining the behaviour 

of market and rninimlln wages and the relationship l:letween the two. 

The nerginal prodocti vity theory (its sh:>rtcx:mings ootwi thstanding), 

the radical theories arxi human capital segmentatioo theories are 

useful in providing a CXXJCeptual franewark. Hc:Mever, this 

empirical investigatioo cx:>uld not ina:>rporate the research needed to 

test these theories. 

explain the results OOtained. '!his view is reinforced by St.eenkamp 

( 1983: 64) ~ c:xnments: . 

"It is :i.mfossible to explain (racial) differentials 
with the help of the theory of wages. This is 
l:lecause the theory of wages assumes the existence of a 
hcm:geneous unit of .la1:x>ur, a h:::m:>geneous labour 
market, full emplcyment arxi free cacp::tition, Which 
are all assumptials that oo not aco::>rd with the 
realities of the South African situation or, for that 
matter, of any other country. " 

Job evaluation can also not explain wage levels. It is a technique 

used in South Africa at the level of the finn in order to structure 

wages for the sake of ne.nagerrent' s perceptioo of internal equity. 

Salary surveys seek to introd~ the external market levels to 

enable cacp::ti ti veness in wage policies. Again, job evaluatioo and 

"Nage structuring accx:>rding to salary surveys Cb not explain 1Na.ge 

levels: they merely reflect the situation in a relatively orderly 

fashion. It rnay l:le pertinent to question the validity of using the 

Pat.erscn system (or any other job evaluation system for that matter} 

as the basis of canpariSCl'l l:letween market and ntinirnum rates. It 
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may be that the job evaluation system itself establishes tren:is or 

ananalies. 'l'he principle of wage s~ing partly oounters the 

criticism of effectively cx:Jii:>ining dissimilar jobs in ooe grade by 

being oon-prescriptive in providing a range of wages for each grade. 

Jd:> evalua.tioo, despite its shartcanings, has been used because it 

does form the basis of remuneration systems in so many organis­

ations. 

'l'he direct. effect of trade unions en wages is difficult to 

detennine. There are too nany other variables which cannot be 

isolated. Also, the o::xnparatively short tine that unions have been 

open to all workers neans that their effects have nJt been fully 

felt. An increase in the wage rate due to union pressure is 

apaloc,pus to the introdu:::ti.oo of min:imun wages: the influence of 

mininun wages or unions can ooly be truly assessed once their effect 

en employment, p:>verty, productivity, differentials, and so oo has 

been rreasured. This is beyald the soope of this study. 

The results of this investigation over the period 1978 to 1983 for 

the industry sectors studied sb:M similar.trends in ma.rket rates and 

industrial council mini.nun wages, but the hypothesis regarding the 

influence of minirm.Jn wages in detennining ma.rket rates canrx:>t be 

accepted fran the available evidence. The l"M?othesis ooncerning the 

influence of wage toard mi.niroum rates in determining market wages as 

represented by the salary survey can be rejected in the two sectors 

studied. This rceans that wage l;x)ard rates have rx::>t affected the 

wages paid by the type of organisation that subscribes to salary 
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surveys. Even though minimum wage levels oo oot appear to 

influence differentials ~ grades, it nay be that they do have 

a very overall effect oo the general level of wages. Minimun wages 

have irx:reased dramatically in sane isolated cases, and the narket 

has oot fol~ them, but this study canoot CDlClude that the 

overall level of market wages is entirely indepenient of the loog­

terrn effects of mininu.Jn wages. 

Future research needs to consider a larger t.i.ne span than the six 

years taken in this study. The effect of unioos had oot been fully 

felt by 1983 (the last year of this investigation). Altb:>ugh the 

weightings of the carbined Asian, Black and Coloured figures are 

generally heavily biased t,o..arcis Blacks, it wculd be useful to 

assess the trends in the wages of each of these groups cnce Blacks 

have been nDre involved in the a::>llecti ve bargaining process at 

industrial cnmcil level. Fran an ea::>nani.c point of view total 

earnings WCll.ld be a nore neaningful neasure of in::x:rne, since wages 

are oo.l.y ooe part of total eanrings. Wages are just cne of the 

aspects affecting employment, and this effect will bea:xre 

increasingly difficult to isolate in the volatile South African 

situation. Nevertheless, further research is needed to consider 

each of the innumerable forces which affect the level of paynent 

made to individuals. 
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