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The labour market is an imaginary market, where employers and employees meet. The labour 

market operates as an open system therefore various factors can influence the market. Amongst 

others, these include discrimination, inequality, capital mobility, employment levels, productivity, 

demographics and monopolism.  

When is discrimination fair?  

Discrimination occurs when decisions regarding remuneration, training, recruitment and selection is 

based on factors unrelated to the job. It is only fair to discriminate on these grounds if it is based on 

affirmation action, or if it is an inherent requirement of the job.  

There are different types of discrimination that relates to remuneration. These are:  

1. Access discrimination – occurs when qualified women and or minorities are denied access to 

jobs, training or developmental opportunities or promotions.  

2. Valuation discrimination – occurs when qualified women and or minorities are paid 

substantially less than males for work of equal value. (Legislation on “Equal pay for work of 

equal value”).  

3. Disparate treatment – occurs when someone intentionally treats another individually less 

favourably due to race, gender, colour, ethnicity or sex or cultural orientation. In essence, it 

refers to treating protected groups less favourably.  

4. Disparate impact – occurs when an employer applies unintentional discrimination to the 

entire workforce without even realising it. For example, this could mean that an 

organisation’s HR policy, at face value, is neutral but has the effect of discrimination. 

*Refer to your prescribed textbook to study the other factors i.e. inequality, capital mobility, 

employment levels, productivity, demographics and monopolism.  

Economic Factors influencing Remuneration 

A minimum wage is the lowest hourly, daily or monthly wage that employers must legally pay 

employees or workers. Minimum wages usually apply to unskilled or semi-skilled workers in the 

service industry, factories or manufacturing plants. In South Africa, the minimum wage is directed at 

those who are often the most vulnerable in the workplace. There are also special provisions, for 

example, for domestic workers and farm workers. Minimum wage rates may differ across 

geographical areas, for example, minimum wages differ between cities and rural areas. They may 

also differ in terms of pay periods (daily, monthly or yearly). In South Africa, minimum wages are 

usually set for a year. Government and the Department of Labour can set minimum wages. 

Minimum wages can also be negotiated by unions and through collective bargaining agreements. 

What are the arguments for minimum wage?  

 A minimum wage is the lowest hourly, daily or monthly wage that employers must legally 

pay employees or workers.  

 Minimum wages usually apply to unskilled or semi-skilled workers in the service industry, 

factories or manufacturing plants.  



 In South Africa, the minimum wage is directed at those who are often the most vulnerable in 

the workplace. There are also special provisions, for example, for domestic workers and 

farm workers.  

 Minimum wage rates may differ across geographical areas, for example, minimum wages 

differ between cities and rural areas. They may also differ in terms of pay periods (daily, 

monthly or yearly).  

 In South Africa, minimum wages are usually set for a year, this implies that it is revised on an 

annual basis and regulated by the government, labour department and or the unions.  

What are the arguments against minimum wage?  

 Minimum wages will interfere with the functioning of the labour market, leading to 

ineffective functioning and a lower economic growth rate. 

 The setting of minimum wages will cause distortions in the price of labour as compared to 

capital, and this will result in labour being replaced with capital technology. The assumption 

is that minimum wages will lead to unemployment. 

 Increased labour costs will be passed on to consumers (the spillover effect) in the form of 

increased prices, which in turn will lead to increased inflation. 

 Minimum wages that are set across the board do not take the unique circumstances of an 

organisation into account in terms of profitability and geographic location. Employees are all 

remunerated in accordance with the minimum wage and not their productivity. 

*Are you for or against minimum wage? 

What are the economic factors that influence remuneration practices?  

 

*Go to your prescribed textbook and find these factors in Chapter 9. Study them and be sure that 

you can discuss each of them.  
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Employment Laws that influence the Remuneration/Compensation tactics in the workplace are:  

1. The Labour Relations Act 66 of 1995  

2. The Basic Conditions of Employment Act 75 of 1997  

3. The Employment Equity Act 55 of 1998  

4. The Skills Development Act 97 of 1998  

5. The Skills Development Levies Act 37 of 2008 

6. The Unemployment Insurance Act 63 of 2001  

7. Compensation for Occupational Injuries and Diseases Act 130 of 1993  

8. The Income Tax Act 58 of 1962 

9. King III Report  

You should ensure that you know the scope of each of these legislative pieces and their influence on 

remuneration/compensation tactics. Visit your Study Guide and study table 2.1 to ensure you can 

identify them in the case of studies when you are tested on these. 

Trade Union Influence 

What is a labour union?  

 A trade union negotiate with management for general pay increases and cost-of-living 

adjustments (COLAs) to maintain their member's loyalty. COLAs is an automatic pay increase 

due to changes in prices of consumer goods as indexed by the consumer price index also 

known as the CPI which enables workers to maintain their standard of living by adjusting 

wages for inflation.  

 Trade unions also aim to achieve equitable wages and benefits. In South Africa, trade unions 

have several strategies to support achieving equitable wages and benefits. This is done 

through:  

 Promoting the living wage 

 Reducing the old apartheid wage gap and supporting gender equality in pay  

 Securing parental rights  

 Accessing pension and provident funds 

 Providing and restructuring medical aids.  

 The spillover effect is an important term and relates to the benefits packages that non-union 

employers give their employees that are similar to local non-union benefits, with the hope 

for keeping their employees from unionising. Thus, the non-union management supporters 

enjoy the freedom from union interference in decision-making, and then workers receive 

the spillover of rewards already obtained by their unionised counterparts. 

*Remember to go to section 9.7 in your prescribed textbook and study the section on Unionisation 

in South Africa in order to allow yourself to elaborate more on this section if you are asked a 

question on unionisation in the exam.  

 

 


