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Note for record: National Minimum Wage Business engagement session
28 November 2016

1. Opening and Purpose

The National Minimum Wage and Labour Relations stability session was convened on 28 November 2016. Approximately 20 Members attended, with representation from retail, agriculture, road freight association, tourism and hospitality, banking, fuel, employee services and mining.
The purpose of the meeting was to engage with Members regarding the draft report by the Panel on a National Minimum Wage, which was released on 20 November 2016. The meeting was chaired by Dr Elize Strydom, and further input was provided by Ms Tanya Cohen and Ms Elize van der Westhuizen. 

2. Background

The National Minimum Wage (NMW) and Labour Relations Stability process arose out of the Ekhuruleni Declaration, which was signed in November 2014. A Committee of Principals (COP) was established to oversee the task teams, which comprised leaders of Business, Government, Labour and Community. The COP met approximately 12 times during 2016. The LRTTT met approximately 25 times during 2016. The process was led and chaired by the Deputy President.

The NMW process was suspended in August 2016 when the Deputy President called for the establishment of an advisory panel, giving rise to the process of investigation and research. The panel of experts released their draft report on 20 November 2016 and Constituencies are being given the opportunity to consult on the recommendations during the next 10 days. 

The next COP meeting is scheduled to take place within 7-10 days. Constituencies will be expected to respond to the recommendations in the draft Report.

3. Member Input on NMW

Consideration of areas that the Report failed to adequately address

· Employment trade-off is not explicitly outlined – the report uses the finding of the 3 modelling exercises; however, there is no mention of the employment impact, which does not comply with the ToR.
· Impact on fragile sectors – no overlay with number of hours, level of skills, youth employment and number of employees across different sectors. 
· Collective Bargaining – Very theoretical overview is given regarding CB. No information on the impact on sectoral determinations is given.
· Superficial consideration of impact on youth
· No consideration regarding geographical location of businesses
· No overview of impact on small businesses – Report refers to small business as heterogenous, with a mixed effect and a transitional period outlined. The report mentions the importance of start-ups, but is not aligned with what is meant by small business.
· Hourly rate – Limited overview of the impact on poverty. The hourly rate is translated into a 41 hour, on average, work week. Failure to consider impact on low skilled, labour intensive and low paid employees. The report fails to consider the impact on a 45-hour work week, as per the BCEA, with some sectors operating up to 48 hours per week.
· Management of expectation – Members raised the concern that the R3500 recommendation had already been publicised by the media, the expectation must therefore be managed.
· Retail - The intention of the NMW is to address challenges related to wages. The impact on small retailers will be higher, with an estimated 10-20% increase in costs.
· Agriculture sector – Implementation of the NMW is related to level. Currently, wages are set at approximately R2700, with an expected increase to R2900 in 2017. This already constitutes 80% of the proposed NMW.
Proposed hourly rate is enormously problematic for the Agriculture sector, with a 40-hour week being challenging. This will create huge uncertainty, particularly in view of the fact that a sectoral determination had already been negotiated with its key aim creating stability. Payments in kind must be factored in, given that farmers’ wages constitutes social elements that are negotiated such as accommodation and food. The issue of linking productivity and wages had not been considered. There is no linkage to mechanisms which enable employees to earn more based on increased productivity.
· RMA – concluded a three-year agreement which contains various dimensions in the road freight sector. Prolonged engagement process within the bargaining council. Forty five percent of drivers currently are foreigners, with the reality being that they can be paid less than South Africans. A system must be established that guarantees same wages to foreigners and South Africans.
· Hospitality – Seasonal considerations and implications thereof appear to not be considered. Increased number of people are being employed in the high season and a minimum number of hours of 120 per month is set to accommodate this. During the low season, the working hours are decreased. There appears to be a lack of understanding of the implications of the proposed NMW on different sectors.
· Evident that there are significant industry differences. While the report argues that a NMW is accepted internationally, it fails to link it to collective bargaining or sectoral determinations. 
· Fuel sector – Already pays above the proposed NMW of R3500. Proposed a link between the NMW and turnover or industry. One-size-fits-all-approach cannot work.
· There are high expectations. Business’ response must be coupled with social consciousness, a balance between what is affordable, sustainability and must be nuanced carefully.
· Capital is continuously moving. The approach appears to be inward looking, without taking into consideration capital and foreign direct investment. Care must be taken not to add a further negative factor to an already stilted market. Consideration must be applied to competition and trade with the rest of Africa. 
· Social security consideration is clearly absent, with 90% of South Africans relying on social grants entirely.
· Initial study by National Treasury (NT) estimated that 715 000  jobs would be lost, if a NMW is implemented without a mitigation strategy. Current date of implementation set for 2019. Business must outline the carve-outs, be astute in terms of timeframes and exclusions. The impact on distressed sectors must be outlined, and adjustments must be well crafted.
· NT and the Department of Trade and Industry (dti) had been outspoken regarding the need to consider the industrial impact of a NMW, particularly on tradeable sectors. SBD signalled that there may be serious challenges. Government’s approach had been very cautious.
· Business must focus on a proper phased-in implementation process.

Implementation process and timeline and institutional arrangements
· Clarity must be sought regarding non-compliance. The draft report fails to consider enforcement challenges. The Department of Labour (DoL) has severe capacity constraints. Business had initially stated that a NMW be set at a rate where at least 80% of business’ will comply.
· Concerns were raised regarding institutional arrangements, capacity and funding.
· It is envisaged that the NMW Act will go through Nedlac by July 2017, after which it would be tabled in Parliament. 
· Institutional frameworks will be established to monitor compliance and provide oversight. Business is of the opinion that the 2019 implementation date is not practical nor realistic. The pre-implementation period must be used to identify sectors that will be negatively impacted by the NMW.

Consideration of the proposed level
· Recognise that the recommendation is evidence based, but the lack of proper consideration of significant and credible monitoring is concerning.
· One-size-fits-all approach will not be practical for a significant amount of sectors.
· A carefully crafted implementation and transitional plan must be instituted.
· If the monthly rate cannot be negotiated, flexibility must be allowed in the hourly rate.
· Recognition that the panel is entrenched in the R20 p/h recommendation.
· A sector approach and impact assessment of the R3500pm must be clearly outlined.
· Different sectors will apply the hourly rate differently.
· Definition of wage had been aligned to the BCEA. 
· Proposal: Hourly rate for x amount of hours, after which a monthly rate kicks in
· Technological advances and business choices must be factored in.
· Comprehensive social security may become an additional issue.
· Resistance may come from stakeholders that had not been party to process.
External engagement process
· After the release of the draft report on 20 November, Constituencies agreed that they will manage media and press around the issue. Recognition that many businesses are not comfortable regarding the recommendations. A low key approach will therefore be adopted.

4. Labour relations stability provisions
· A package that consists of the code of good practice on collective bargaining, industrial action and picketing and the accord had been agreed. The final texts will be released shortly.
· Linked to the code is an accord, which will result in strong leadership and accountability.
· Legislative changes will be enacted, which speak to the code and accord, and include provisions around expediting disciplinary processes, secret balloting process, transitional period to allow unions to amend their constitutions to make provision for a pre-strike ballot and compulsory advisory arbitration.

5. Member consideration
· While the hourly rate is acceptable, the NMW should not be linked to a monthly rate.
· Unintended consequences must be carefully considered and expectation management must be factored in.
· Variances across sectors must be taken into account.

6. Closure (way forward)
· BUSA document to be developed setting out members’ positions and concerns/reservations and same must be conveyed to the panel.
· Each sector to develop a one page document of the key implications and/concerns of that industry
· Further in-depth investigations and sector specific research will have to be conducted.

End
Submitted by Ms Sharna Johardien
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