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[bookmark: _Toc178343787]Summary

In response to the Department of Employment and Labour’s call for public input on proposed changes (increases) to South Africa's National Minimum Wage (NMW) for 2025, the DA hereby outlines that the minimum wage contributes to the unacceptably high unemployment rates that exist in South Africa. The DA, therefore, recommends leaving the existing minimum wage in place without increasing it further, thus improving opportunities for job market access and employment for the unemployed.

[bookmark: _Toc178343788]The Impact of the Minimum Wage Policy

South Africa has one of the highest unemployment rates in the world, leaving millions of South Africans dependent on social grants. This denies these individuals the dignity and self-sufficiency that work provides. In addition, when the minimum wage locks unemployed individuals out of the workplace, they are denied the opportunity to increase their skillset, and gain workplace connections.

The NMW Commission plans to increase minimum wages and link them to economic indicators, such as the consumer price index (CPI) and the median wage level, to ensure they keep pace with inflation.[endnoteRef:1] However, this approach is not recommended, given our country’s current unemployment crisis. [1:  BusinessTech. (2024). National Minimum Wage changes for 2025 are coming [Online] Available at: 
  https://businesstech.co.za/news/finance/787628/national-minimum-wage-changes-for-2025-are-coming/ [Accessed 17 September 2023].] 


The minimum wage is a policy that contributes to keeping people unemployed. While it provides financial security to those already employed, it simultaneously raises the barriers to employment for the unemployed. A minimum wage is the least amount of money a person or business can legally pay someone to work in each sector. It also represents the minimum skill level someone requires to be employed in each sector, as companies cannot afford to pay people more than their productive value.

South Africa’s current minimum wage policy attempts to reduce inequality by keeping the market price of labour artificially high. However, the supply and demand for labour follow the same market forces as all other goods. When the labour supply exceeds its demand, as is the case in South Africa, the price of labour will fall. While the intentions of South Africa’s labour laws may be good, their outcomes are ultimately bad, as fewer businesses are prepared to hire, resulting in increased unemployment, poverty, and inequality. 

To be employed, you must add more than R 4 412.80 in value to a company, or it is not worth employing. According to Statistics South Africa and the Pietermaritzburg Economic Justice & Dignity group (PMBEJD), an estimated 30.4 million people in the country – more than 50 percent of the population – are living below the upper-bound poverty line of R1,558 a month (in May 2023 prices).[endnoteRef:2],[endnoteRef:3] The minimum wage is R 4 412.80 monthly, more than double the upper-bound poverty line. Many unemployed persons would be willing to work for less than the minimum wage; however, with this minimum in place, an employer will only hire a person if they believe they will receive more value than what they must pay the employee. [2:  Statistics South Africa. (2023). Sustainable Development Goals: Country Report 2023. Available at: https://www.statssa.gov.za/MDG/SDG_Country_report.pdf. [Accessed 16 September 2024].]  [3:  Pietermaritzburg Economic Justice & Dignity Group (PMBEJD). (2024). Household Affordability Index – January 2024. [Online] Available at: https://za.boell.org/sites/default/files/2024-02/january-2024-household-affordability-index-pmbejd_24012024.pdf [Accessed 17 September 2024].] 


Thus, the minimum wage hinders hiring and results in new jobs at wages lower than the current minimum wage not being created. South Africa’s stringent labour policies deprive the unemployed of the dignity that work could provide. Someone earning R2 000 a month has five times the spending power of someone on the Social Relief of Distress Grant (SRD) (R370 as of April 2024). This is significant. They can purchase more and have the potential to learn new skills, be promoted, and earn more as their careers progress. Ultimately, the well-intentioned but misguided minimum wage policy denies individuals the opportunity to improve their lives by accepting a wage higher than a social grant, which would enable them to improve their skills through work experience. 

Once a person has received their first job, they are more likely to be employed in the future, whereas someone who is not employed is likely to remain unemployed in the future. This is because employment allows individuals to gain new skills, improving their employability. 
 
A comparison of 30 countries demonstrates that South Africa’s minimum wage levels are out of step with the rest of the world. South Africa’s minimum wage is 148 percent of our median wage, significantly higher than 30 other reviewed countries. These 30 countries simultaneously have significantly lower unemployment rates than South Africa. This large gap between South Africa’s minimum and median wages makes reducing unemployment much more difficult.

Figure 1: South Africa has the Highest Unemployment Rate and the Highest Ratio of Minimum to Median Wage out of 30 Countries[endnoteRef:4] [4:  XA Global Trade Advisors] 
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The DA believes in adopting labour policies that will increase employment, recognising that the minimum wage significantly contributes to South Africa’s unacceptably high unemployment rates. 

To address the harmful effects of the minimum wage on job creation and empower the unemployed, the DA’s position involves leaving the existing minimum wage in place without increasing it further. This will progressively provide more opportunities for individuals to enter the labour market at wages they find acceptable.

Other DA recommendations to rescue South Africans from unemployment include:
· Introducing a Youth Employment Opportunity Certificate. This certificate will empower young people to break free from the constraints of the minimum wage, giving them better chances of finding jobs. The goal is to make it easier for young people aged 18 to 35 to move from not having a job to having one by offering flexible employment terms. The certificate will be valid for two years. It will give unemployed individuals who have not been employed for 12 months or more the right to exempt themselves from sectoral wage agreements. This policy will make it easier for employers to hire those who have been out of work for long periods of time.
· Amending the National Economic Development and Labour Council Act (NEDLAC) to explicitly include job creation and poverty reduction as one of the council’s objectives to ensure that these factors are appropriately considered in decisions concerning labour legislation and policy. 
· Broadening the collective bargaining system so that it is more representative of bargaining parties and exempting Small, Medium and Micro Enterprises (SMMEs) from the administrative extension of bargaining council agreements. Collective agreements extended throughout an entire industry, including small businesses, compel these enterprises to implement the conditions contained in these agreements. This poses a financial challenge for small businesses as they struggle to match the economies of scale enjoyed by larger counterparts. Additionally, these agreements frequently overlook the financial viability of smaller entities. Exempting SMMEs from these obligations will make it cheaper and easier for them to hire people while allowing for company-level flexibility.

[bookmark: _Toc178343790]Conclusion 

The DA’s position is that the minimum wage should not be adjusted (increased). We affirm that maintaining the existing minimum wage level would increase job market access and reduce barriers to employment. Given South Africa’s unemployment crisis, these goals should be central to all labour and economic policy decisions.  
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