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	Employment Conditions Commission

Report to the Minister of Labour on:

The review of

Sectoral Determination 6: Private Security Sector


Chapter One

As directed by you, the Employment Conditions Commission (ECC) has pleasure in presenting you with a report on its investigation into the Private Security Sector.

 Background

The Sectoral Determination (SD 6): Private Security Sector, South Africa was published in the government gazette of 30th November 2001 and provisions in respect of minimum wages became applicable on 10th December 2001. The wages in this sector were set for a period of three years, including annual increments, with the first set of amendments to the wages coming into effect on 13th June 2003. The next set of wage increases was supposed to come into effect on 17th June 2006. No increase in wages was published and therefore the current wages as prescribed in the sectoral determination are still applicable. 
The sector has no national bargaining council but has a forum with a constitution that bargains collectively on conditions of employment and wages. The parties to this forum are, however, not representative of the industry as a whole. Since the promulgation of SD 6, the practice has been that the parties first negotiate in a formally constituted negotiating forum. The agreement reached in the bargaining forum then forms the basis of discussion in the ECC process where it is tested against the criteria as set out in the Basic Conditions of Employment Act (BCEA) such as:

a. The ability of employers to carry on their business successfully

b. The operation of small, medium or micro-enterprises

c. The cost of living

d. The alleviation of poverty

e. Wage differentials and inequality

f. The impact of current or the creation of employment.

The agreement therefore serves as an input document in the process. As in other sectors, the ECC is always eager to draw as much as possible on agreements reached in this type of forum since the intention is to promote collective bargaining. However, the terms of the agreement can only be accepted if they satisfy the criteria set out in the BCEA. 

Wage negotiations in the sector

In the latest round the bargaining forum started the wage negotiation process towards the end of November 2005. At that stage, the department was informed that the negotiating parties would reach an early settlement. This did not materialize and the bargaining forum entered into protracted negotiations, which culminated in a three-month strike.

The negotiating process was marred by conflicting reports on the nature of the disagreement. On the 1st April 2006 an agreement between employers and fourteen of the trade unions in the negotiating forum was reached. The agreement provided, amongst others, for an 8.3% wage increase for the lowest level security guards and the resultant rand value of this increase would have applied to other personnel. The agreement created a high degree of volatility since the majority union in the sector, South African Transport and Allied Workers Union (SATAWU), was not a party to the agreement and contested the agreement.

A further round of negotiations at the instance of the Department of Labour, facilitated by the Commission for Conciliation, Mediation and Arbitration (CCMA) eventually resulted in another agreement on 22nd June 2006 that saw the end of the strike in the sector.  The agreement settled on a graduated increase regime with a 9,25% increase in the first year and 7,25% increase in the second and third years for the lowest levels of workers. Both these agreements were submitted to the Department as well as the ECC for consideration.  

It is important to note the status of the agreement in the context of the departmental process.  With respect to the departmental process, the agreement is viewed as an input document just as any other submission. The agreement, however, indicates that it becomes effective only when it is included in a sectoral determination. It also states that any condition in the sectoral determination supersedes that which has been agreed to. The agreement also does not, and cannot, compel the department to accept the agreement lock stock and barrel. The terms of reference published on the 3rd of February 2006 was only to review wages, therefore the Department is of the view that conditions of employment as raised in the agreement will have to be reviewed at a later stage.

Annexure A (Copies of the wage agreements signed at the bargaining forum)

Terms of reference

A notice of investigation to review wages was published on 3rd February 2006 inviting written comments from stakeholders. The terms of reference as approved by the Minister of Labour were as follows:

“To review wages in the Private Security Sector.”

Annexure B: (Copy of the terms of reference)

The department’s decision to focus only on wages was based on the fact that prior to this investigation, the department engaged in a process of consolidating the existing determination and its amendments and in that process made a number of technical amendments in consultation with the sector. It was further informed by the tight schedule forced on the department and the ECC by the inability of the negotiating forum to reach an agreement if the new determination was to come into effect at the scheduled date.
Methodology

A three-phased project framework was developed:

Phase One: Data Collection

This phase involved putting in place administrative processes to ensure that the relevant legislation was complied with in respect of reviewing the sectoral determinations. 

The administrative aspects dealt with in this phase included, in particular, 

· the publishing of a notice in the government gazette as required by section 52(3) of the Basic Conditions of Employment Act, 1997.
Public comments were invited through a notice that was published in Government Gazette No 28428 R78 of 3rd February 2006. Interested parties had 30 days to submit their written representations to the Employment Conditions Commissions. Only one joint written submission was received from the following employers’ organisations:

 SSEO

Security Services Employers Organisation

SANSEA
South African National Security Employers Organisation

WECSA
Western Cape Security Association

SAIDSA
South African Intruder Detection Services Association.

No comments were received from any Unions or Workers Organisations.

Phase Two: Consultation

Public hearings were originally scheduled for the month of May 2006. However, on the instruction of the Department’s Senior Management, these hearings were suspended until clear direction emanated from the CCMA process as management felt that the Department could not guarantee the safety of the officials and the public during the hearings. Public hearings eventually commenced on 12th June 2006.

Due to the impasse in the negotiating forum, the consultation process did not follow the normal route of meeting both parties at the same time. A decision was taken that parties should be consulted separately to avoid potential conflict during the public hearings. 

Table 1: Schedule of public hearing dates, venues and attendance
	Province
	Venue
	Date
	Time


	Attendance by Employers
	Attendance by Employees

	KWAZULU NATAL


	Ocean Conference

Centre.

North Beach
	12/06/06
	09:00

12:00
	3
	8

	WESTERN CAPE
	Bellville Civic Centre, Voortrekker Road (Opposite SANLAM)
	12/06/06
	10:00

13:00
	4
	0

	EASTERN CAPE
	St. Saviour Catholic Church. Oxford Street

East London
	13/06/06
	09:00

11:30
	12
	36

	MPUMALANGA
	Grassland Lodge

Ermelo
	13/06/06
	09:00

14:00


	11
	4

	GAUTENG NORTH
	Silverton Community Hall 

Pretoria City Hall 
	14/06/06
	09:00
14:00
	3
	13

	FREE STATE
	Mangaung Municipality
	14/06/06
	09:00


	8
	127

	LIMPOPO
	Polokwane

Municipality hall
	15/06/06
	09:00

14:00
	51
	42

	NORTHERN CAPE
	Kimberley Savoy Hotel
	15/06/06
	09:00

12:00
	4
	16

	NORTH WEST
	Ratshidi Hall Montshioa Stadt
	15/06/06
	09:00

13:00
	10 
	216

	GAUTENG SOUTH
	Phumelela Gaming and Leisure Ltd 

14 Turf Club Street

Turfontein
	20/06/06
	09:00

13:00
	60
	4


It should be noted from the above that the attendance at the public hearings was very poor. This may be attributed to the fact that the process ran simultaneously with the negotiations at the CCMA as well as the strike. Participation at the hearings was from both individuals as well as representatives of organized labour and business. During these hearings, the department was also informed that parties were unwilling to compromise their positions at the negotiations by making submissions at the public hearings. 

During the public hearings, questions were raised around the ongoing negotiations and the departmental process to the extent that the department was accused of undermining the negotiations. In any case, the department continued with the public hearing process since the making of a sectoral determination is not necessarily dependent on any negotiating process. 

Phase Three:
Employment Conditions Commission

This phase involved the submission of a report to the Employment Conditions Commission for consideration and advice to the Minister.

Phase Four:
Publication of the Sectoral Determination

This phase will see the publication of a sectoral determination in the Government Gazette and subsequent process of awareness raising.

Structure of the report 

The report consists of the following chapters:

· Chapter 2 of this report outlines the status of the Private Security Sector
· Chapter 3 discusses the findings and proposals of the investigation regarding minimum wages
· Chapter 4 discusses the criteria that the ECC has to consider
· Chapter 5 contains the recommendations of the ECC 

Chapter Two

Sector Profile

Traditionally, most security guards have been black, while the management, owners and special response units have been staffed mainly by white people.  Special response units refer to those units where response is activated by alarm or any perceived escalation of a “security” threat. The establishment of black-owned companies, initiatives by some larger companies to sell shares to black-owned businesses, and affirmative action policies have had an impact on the racial divide in the industry over the past decade, at least in respect of management and ownership. 

Recently the industry once again pursued the establishment of a bargaining council, but the representivity of both employers and employees in the sector remained problematic. 

 In December 2005, there were 4923 active registered security businesses in South Africa (see Table 2).
Table 2: Companies registered with PSIRA
	Categories of security companies
	Number

	Guarding, and cash in transit
	2754

	Armed response
	673

	Private investigations
	652

	Other categories
	844

	Total
	4923


Figures supplied by PSIRA May 2006.

There were indications during the hearings that the sector was moving towards greater utilization of electronic surveillance. This would have an impact on employment in the sector. The following table gives an indication of the spread of electronic surveillance and its relative market share. Given the growth of employment in the sector, it would be important to establish whether electronic surveillance is indeed growing at the rate that employers are arguing. 

Table 3: Specific markets utilising electronic security services, and the proportion of total market value of each sector
	Market
	Proportion percentage of total market value of electronic security services

	Public sector
	10

	Commercial
	29.8

	Industrial
	19.5

	Domestic
	38.3

	Unspecified
	2


The guarding component guards fixed assets and property such as buildings, shopping complexes and schools. Other services offered by this sector include the patrolling of privately owned public spaces. In December 2005, some 1 003 563 guards were registered at PSIRA, of which 306 434 were active in the sector. (The figure fluctuates according to the commercial contract needs of guarding companies. There is a high turnover of staff and certain commentators estimate it to be around 200% in a year.
  Since 1997, there has been an 11% increase in security companies registered by PSIRA. The relatively slow growth in the number of security businesses can be attributed to the increasing consolidation that is taking place within the industry. 

In terms of the geographical spread of the active registered Employee Security service providers, the picture is as follows, with more than half of all guards in Gauteng and a further 16% in KwaZulu-Natal:  

Figure 1: Spread of security guards 
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   Source : PSIRA (May 2006)

The armed response component has grown steadily during the past decade. While armed response companies do not employ as many personnel as the guarding industry, they service more clients. In December 2005, some 673 armed response businesses were registered in South Africa. This service entails the installation of electronic security systems linked to a central control room, which is responsible for deploying armed response personnel when required. Armed response companies usually work within defined geographic areas. This enables them to respond quickly to emergencies. 

The cash-in-transit component includes companies who run both cash-in-transit and guarding services. It is therefore difficult to estimate the size of this component of the industry. PSIRA classifies 412 businesses as cash-in-transit businesses. Employees engaged in cash-in-transit services are excluded from the scope of the sectoral determination as they are covered by the scope of the road freight bargaining council.

The electronic hardware component includes installers of alarms and other security devices. Like the cash-in-transit and guarding components, there is some overlap between the providers of armed response and electronic security services.

The investigation and risk management component includes private investigators and risk consultants. Some private investigators also operate as debt collectors and tracing agents. The number of private investigators and risk consultants is growing at a rapid rate.

Most of the registered security businesses are small. In February 2000 over half or 2 734 companies employed fewer than six people. A further 32% employed between six and 50 people. Only 14 companies employed more than 1 000 people. As noted above, however, there seems to have been some consolidation over time.

Over the last decade the growth in the turnover of the private security sector has been substantial. The industry’s turnover was estimated at R1.2 billion in 1990. This increased to approximately R14 billion in 2005. By contrast, the 2000/2001 national budget for the SAPS was R15.5 billion. (The national budget for SAPS for the 2004-2005 financial year was R24 billion.)   The growth of the industry has occurred even during periods where most other sectors of the economy have been stagnant.

Figure 1: Growth in the turnover of the private security industry R bn)
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Source: Security Focus

Chapter Three

Discussion and proposals

Wages

The current sectoral determination has an intricate way of dealing with wages. Wages are differentiated not only along regional lines but also with respect to occupational classes as well as the different grades of security officers. Wages have been set at a monthly rate with the hourly equivalent in order to allow the necessary calculations with respect to overtime, hours in respect of work performed on a Sunday or public holiday, hours worked short or in excess of the maximum daily or weekly ordinary hours.

Views of employers

Employers were unanimous in all provinces in terms of supporting the 8,3% increase that was agreed upon between employers and the 14 unions.  They indicated that anything above that increase would kill the industry and lead to retrenchments in the sector or employers resorting to electronic surveillance. However, some employers indicated that they would align themselves to whatever agreement was reached at the bargaining forum to end the strike in the sector.  It should be noted that the views of employers changed during these hearings when the final agreement was struck. Employers moved from supporting the previous agreement reached on 1 April 2006 to supporting the final agreement. 

Employers throughout agreed that the market is becoming more competitive. They indicated that this is exacerbated by the increase of what they term “fly-by-nights”.  They argued that the competition is becoming unfair since government departments issue contracts to these companies even if they do not comply with the labour laws. Another point of concern that emerged was that government tenders promote exploitation of workers since tenders are awarded to the lowest bidders.

A representative of SANSEA in the Eastern Cape (EC) proposed that a 9% increase for the first year would afford employees a decent living wage, and for the second and third year, the increase should be inflation linked. 

An employer in Kimberley proposed that the current Consumer Price Index excluding interest rates on mortgage bonds (CPIX) at 4.1% (May 2006)
 should be the major consideration when setting wage increases, taking into account the affordability for the employers. In substantiating his position, the employer noted that he took into consideration the following:

· Profit margins for the employer.

· Acceptability of wage increases for their clients.

· Transport cost in terms of maintenance and the effect of the petrol price increases.

Employers throughout the hearings indicated that on average, 60-80% of the price that they tender on for security services goes to wages. This, they argued, is taxing on small security businesses. Further, a representative of SANSEA pointed out that the wage figure does not include the actual cost to company, which would include statutory requirements such as UIF, PSIRA contributions, etc. His breakdown of the major cost items is shown in Table 4 below:

    Table 4: Major cost items for employers
	Cost items
	Average % contribution to overheads

	Wages
	60-65%

	Other employment costs
	4%

	Transport and maintenance
	18%

	Electronic equipment
	0.65%

	Uniforms and equipment
	2 to 2.25%


Another employer indicated that in the past companies made a lot of profit but competition and “fly-by-nights” killed that. He further pointed out that previously they could charge R5200 per month for the services of a grade D security guard.  Currently they are lucky if they get R4700 for the services of the same guard.

 Employers said that there are currently two pricing regimes, one for the private sector and the other for government and parastatal tenders. They indicated that the pricing regime for the private sector is much higher than what they receive from the government and parastatals. 

An employer in KwaZulu-Natal proposed that the department should consider a fixed rand value increase and that this should be pegged at R150 per year over a period of three years. 

Polokwane employers proposed a 9% increase in the first year, 8% in the second year and a 7% increase in the third year.

Views of employees

There was a common proposal of 8,3% from employees who were not members of SATAWU. SATAWU members who attended the hearings consistently demanded an 11% increase.

Most employees strongly argued that work in the sector is equally dangerous in all provinces and therefore suggested that the department set one minimum wage for the sector.

An employee in the Eastern Cape proposed that areas 3, 4 and 5 should be given a higher increase as the present rates were too low. Another employee in the Eastern Cape argued that the wage increase should not kill the industry. She requested that the Minister in his decision take into consideration whether employers would be able to afford those wages.

Employees in Ermelo proposed a 10% increase for each of the following three years. This, they said, would improve their standard of living.

Employees in North West suggested that wage increases be fixed in terms of rand value and not in percentages, and proposed the following:

Grade E : R166.00

Grade D: R180.00

Grade C: R200.00

Employees in Polokwane proposed 9.3% to 10% per year over a period of two years. They substantiated this by saying that the three-year period would impact negatively if CPIX suddenly soared, which would have a negative effect on wages.

One employee in the Free State mentioned that for one to be a security officer required certain training and certificates; therefore security guards should be paid a decent wage compared to other sectors where no certificates and training were required before employment. 

An employee in Gauteng requested that a special dispensation be included in the sectoral determination for guards guarding National Keypoints
.  He argued that since these are areas with a strategic significance for the country, guards guarding theses facilities should be paid at a higher rate than other guards.

The issue of the government tendering processes was also raised by employees. They suggested that Government should set standards to guide the awarding of tenders for security services by its departments, as security guards were the most prized assets in the private security sector.  Furthermore, they noted that government departments did not pay service providers on time, thus contributing to employees not getting their wages timeously. 

Proposals by the Department

With respect to wage increases for the private security sector, the department wishes to point out the following:

1. That the department places a high value on collective bargaining and self determination;

2. That collective agreements provide a basis for discussion;

3. That collective agreements provide an indication of what employer parties are willing to pay and employee parties accept as relatively fair. 

The department is, however, mindful of the nature of the collective process of the recent bargaining in the sector as well as the relative power play evident within the negotiating process. It is mindful, also, of the different levels of organisation among employers and employees, in that on the employee side there are both a greater number of unions negotiating and a smaller overall proportion of employees who belong to these unions.

In developing its position, the department took into consideration:

A. the two agreements  reached in the sector;

B. the evident growth in the sector;

C. the increase in employment of almost 11% from the last review done in 2001 until December 2005; and

D. the increase in the sector’s turnover from R11.4bn in 1999 to almost R14bn in 2005.

The department further looked at the different wage increases in the sector over the last few years in comparison with CPI and CPIX. Wage increases have consistently been in excess of both CPI and CPIX, although there has been a decline in increases over the last three years. This is evident in the figure below.

It is therefore clear that the industry can experience pleasing growth even with wage increases that are higher than the CPI. It should also be noted that wage increases that have been regulated in the sector follow very closely, and in many cases mirror, what has been agreed upon in the bargaining forum. Parties have thus consistently agreed on wage increases higher than the CPI.

Figure 2: Comparing wage increase with CPI
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Source: STATSSA and sectoral determinations (DOL)

With respect to wages, the department’s proposals are shown in Table 6, with current wages shown in Table 5:(For expediency, we will use area 1 wages as an example)

Table 5 :Current minimum wage in area 1 
	Grade
	Wages

	A
	R 2,733

	B
	R 2,286

	C
	R 1,756

	D
	R 1,587

	E
	R 1,500


Table 6: Wage increases for area 1 security guards 

	Grade
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	A
	Rand value of grade E
	Rand value of grade E
	Rand value of grade E
	Rand value of grade E
	Rand value of grade E

	B
	Rand value of grade E
	Rand value of grade E
	Rand value of grade E
	Rand value of grade E
	Rand value of grade E

	C
	8%
	6.54%
	6.48%
	CPIX+2%
	CPIX+2%

	D
	9%
	7%
	6.91%
	CPIX+2%
	CPIX+2%

	E
	9.25%
	7.25%
	7.25%
	CPIX+2%
	CPIX+2%


The department proposes further that the combination of percentage and absolute rand value increases shown above for area 1 should apply to all other areas.

Table 7: New wages for the private security sector for area 1

	Grade
	Year 1

2006- 2007
	
	Year 2

2007-2008
	
	Year 3

2008-2009
	
	Year 4

2009-2010
	
	Year 5

2010-2011
	

	
	R

value
	%
	R

value
	%
	R

value
	%
	R

value
	%
	R

Value
	%

	A
	2872
	5.08
	2989.75
	4.1
	3117.17
	4.1
	
	R value of  grade E
	
	R value of  grade E

	B
	2425
	6.08
	2543.83
	4.9
	2671.25
	4.8
	
	R value of  grade E
	
	R value of  grade E

	C
	1896.48
	8
	2020.51
	6.54
	2151.44
	6.48
	
	CPIX+2%
	
	CPIX+2%

	D
	1729.82
	9
	1850.90
	7
	1978.80
	6.91
	
	CPIX+2%
	
	CPIX+2%

	E
	1638.75
	9.25
	1757.56
	7.25
	1884.98
	7.25
	
	CPIX+2%
	
	CPIX+2%


 The above table only references new wages for area 1. The department is of the view that the same principle will apply to all the other areas. The wages as proposed by the department are essentially the same as those agreed between the parties at the negotiating forum. The only difference is the period for which wages are set. It is important to note that the agreement reached by parties in the sector is over a period of three years, therefore the CPIX + 2% is proposed for years 4 and 5 as the Department is of the view that wage increases should be set so that it takes us beyond 2010.

Recommendation by the ECC

Having reviewed the proposals of both employers and employees in the sector as well as the proposals of the department, the ECC is of the view that the wage levels as proposed by the Department takes sufficient cognisance of the concerns and demands raised by the parties and therefore the ECC supports the departmental proposal. 

Period of wage increases

The current sectoral determination sets wage increases for a period of three years.

Views of employers

Employers in most provinces suggested that the 3-year period be reviewed, and that the time-frame go beyond the 2010 World Cup so as to ensure that there are no wage negotiations around that time. One employer substantiated this proposal by indicating that the country would write itself off the world map should the volatile situation currently playing out in the sector be experienced towards 2010. Employers therefore generally proposed a 5-year period.

Views of employees

There was a general feeling amongst employees that the timeframe of wage increases in the sectoral determination should be left as is or be shortened as longer timeframes would disadvantage workers. Some workers indicated that should wage negotiations take place around the time of the World Cup, the timing would be proper for the world to know the conditions of employment of security workers in the country.

Proposal by the Department

Given the propensity of the sector for violent strike action, evidenced not only in 2001 but as well during the recent strike, the department is concerned about the possibility of this recurring during or very close to the 2010 World Cup.  A recurrence of what took place during the recent strike at that critical juncture may negatively impact on the country and our ability to host the World Cup.  The Department is therefore of the view that wage increases should be set until after 2010.

It is important to note that the agreement reached by parties at the negotiating forum is over a period of three years, (2006-2008). Since it is the Department’s view that wage increases should be set until after 2010, the department proposes that the wage increases for the fourth and fifth years of the determination be set at CPIX plus two percent.

Recommendations by the ECC

The ECC is of the view that the reasons put forward by the Department do not justify a wage regime that falls outside of what has generally been the practice in sectoral determinations. Using the 2010 World Cup as a motivation for the extension of the period in which wages will be applicable is neither a sufficient nor valid reason. Further, if the 2009 review process for the sectoral determination happens timeously, there should be no implications for the World Cup of the following year.

This particular sectoral determination has in the past established wages for not longer than three years and this practice has been reflected in a number of proposals in other sectors that this commission has made to you. 

The ECC therefore proposes that the period for which wages should be set must be three years. 

Demarcation

The sectoral determination currently demarcates the wage dispensation into five areas and different rates are applicable to different areas. 

Views of employers

Divergent positions emerged amongst employers. On the one side, employers argued that the status quo should remain whilst other employers were of the view that it is necessary to review the demarcation taking into consideration the economic position of the different areas. Overall, consensus emerged around maintaining the status quo given the relative volatility in the sector. 

Views of employees
Most employees proposed that Area 5 should be done away with and that the areas currently covered by area 5 should be incorporated into Area 4. Area 5 comprises places that fell under the previous Transkei-Bophuthatswana-Venda-Ciskei areas. Some employees went further and argued that work in the sector is the same in the whole country irrespective of location and that the prices of commodities are the same and therefore the same rate should apply to the whole country in order to close the wage gap between workers in the sector.

An employee from the Free State proposed a similar demarcation to that used by the domestic worker determination, since this, he argued, was in line with the demarcation of the Demarcation Board. Other employees proposed that the Department should look at one minimum wage.
Proposal by Department
The debate around demarcation should also include a discussion around the size of operation as well as the location of these operations. 

With respect to size, the issue was raised during the hearings and there was generally consensus that no separate dispensation should be made for small businesses since most of the businesses in the sector were indeed small businesses. Stakeholders generally shared the view that companies should know the ground rules of the sector when they tender and therefore a special dispensation was not necessary. The Department shares this view.

With respect to reducing the number of different areas, the department is of the view that the discussion around the phasing out of area 5 in the sectoral determination has been on the cards since the last investigation. The matter was raised during that investigation as well as the current investigation. Indeed, it has been the approach of the Department and the ECC to systematically reduce the areas in this and other sectoral determinations. This was done when reducing the number of areas from the previous six areas (former TBVC states) to the current five areas. No further consolidation occurred in the period of the current sectoral determination. This matter was specifically raised during the public hearings. In addition, one part of the agreements reached in the sector was that the parties would request the Department of Labour to reduce the number of areas from the current five areas to four areas.  

The department is of the view that area five be collapsed into area four. Given that the wages in area four will probably be adjusted in terms of the departmental proposal, if it is accepted, it is envisaged that the same principle of phasing out of an area that has been applied in other considerations by the ECC should apply in this regard. It is therefore proposed that area five be phased out in the following manner:

1. In the first year of this proposal, area five should pay 90% of the wages paid in area 4.

2. In the second year of operation, area 5 should pay 95% of the area 4 wages.

3. In the third year of operation, area 5 should pay 100% of the area 4 wages. 

Recommendation by the ECC

The ECC supports the reduction of areas in the wage table from five to four in line with the departmental proposal.

Conditions of employment 

From the onset of the process, as the ECC pointed out, we had concerns over the very limited nature of the terms of reference of this investigation, although we understood the department’s reasons for adopting this approach. However, we are faced with a dilemma as to other conditions of employment that were raised during the public hearings as well as those conditions on which the negotiating forum has agreed.  

With respect to the bargaining forum agreement, the following issues were agreed.

i. Service benefit
The current sectoral determination does not regulate or provide for a service benefit.
The agreement reached was that a security officer would be entitled to a service bonus after the completion of specified periods of service as set out underneath: 
5 years: R500

10 years: R1000 

20 years: R5000

The accumulation of service would commence once the new agreement came into effect. 

 ii. Transfer allowance
The current sectoral determination does not regulate or provide for a transfer allowance.

In terms of the agreement reached in the bargaining forum, an employer shall pay a security officer a transfer allowance of not less than R100 per month under the following circumstances: 

·  For a period of 12 months from the date of the transfer if permanently transferred.

· If the employee is transferred for less than 12 months, then the equivalent number of  
months shall be paid at a rate of not less than R100 per month.

These payments are subject to the following circumstances:

· an employer requires a security officer to transfer on a permanent basis or for a 
period exceeding 6 (six) months; and

· the security officer is transferred to any site or other such business of the employer which is in excess of 250 kilometres away from the current deployment of the security officer; and

· a better benefit has not been agreed to previously at company level.

This allowance shall not apply in the event of a transfer arising from an offer of alternative employment by the employer during a consultation process instituted in terms of Section 189 of the Labour Relations Act [66 of 1995], or where the employee requests the transfer.

iii. Limitation of overtime

In terms of the current sectoral determination, the need to work overtime shall be at the sole discretion of the employer and an employer shall not require or permit an employee to work overtime other than in terms of an agreement concluded by the employer with the employee and such overtime shall not exceed

(a)
three hours on any day or

(b)
10 hours in any week.

In terms of the agreement reached, the provisions of Clause 5 (8) of sectoral determination 6 should be amended to read: The need to work overtime shall be at the sole discretion of the employer, and an employer shall not require or permit an employee to work overtime other than in terms of an agreement concluded by the employer with the employee, and in terms of such agreement such overtime shall not exceed – 
(a) three hours on any day or

(b) ten hours in any week; and

(c ) an additional two hours in any week by agreement with the employee. 

iv. Study leave

In terms of the current sectoral determination, every employee with a minimum of one year uninterrupted employment with the same employer shall be entitled to paid study leave of a maximum of 3 (three) days in any year, in respect of any study at a tertiary establishment.

In terms of the agreement reached, all security officers shall be entitled to a maximum of 4 days of study leave per year in the first year of operation, 5 days of study leave per year in the second year of operation and 6 days of study leave per year in the third year of operation.

The granting of such study leave shall be subject to the limitations that are currently contained in Sectoral Determination 6. 
v. Night shift allowance

In terms of the current sectoral determination, if at least half of the shift ordinarily falls between the hours of 18:00 on one day and 06:00 the next day that employee will be entitled to and shall receive an allowance in respect of each night shift worked. The night shift allowance payable shall be R 2.50 in the third year of operation of this sectoral determination.
In terms of the agreement reached, all security officers shall be entitled to a night shift allowance of R2.50 per shift in the first year of operation, R3.00 per shift in the second year of operation and R3.00 per shift in the third year of operation.

vii. Maternity leave
In terms of the current sectoral determination, an employee is entitled to at least four consecutive months’ maternity leave, and payment of maternity benefits is determined by the Minister subject to the provisions of the Unemployment Insurance Act, 1966 (Act No. 30 of 1966).

In the agreement reached, from the effective date of the agreement, a female security officer who remains in the continuous employment of the same employer for at least three years shall be entitled to the following benefits, provided that if the employee’s UIF benefit is reduced due to the operation of this clause, the employer benefit shall be reduced to enable the employee to obtain the full UIF benefit: -

· 
From the first year, a payment equivalent to 50% of the difference between the  



employee’s basic salary and the amount due to that employee from the 




Unemployment Insurance Fund for the first month of maternity leave only;

· From the second year, a payment equivalent to 50% of the difference between the 
employee’s basic salary and the amount due to that employee from the 
Unemployment Insurance Fund for the first two months of maternity leave only;
· From the third year, a payment equivalent to 50% of the difference between the 
employee’s basic salary and the amount due to that employee from the 
Unemployment Insurance Fund for the first three months of maternity leave.
viii. Armed Response Officers and National Key Points
Any Security Officer who is employed to conduct duties as an armed response officer shall be remunerated at not less than the level of a Grade C security officer.
Any Security Officer who is employed to conduct duties as an armed response officer or as a National Key Point officer shall be entitled to not less than the benefits and conditions as contained in the Sectoral Determination.

ix. Meal intervals

In terms of the current sectoral determination, an employer shall not require or permit an

employee, other than a casual employee, a security officer, a ship security officer or a

cargo security officer, to work for more than five hours continuously without a meal

interval of not less than one hour, during which interval such employee shall not be

required or permitted to perform any work, and such interval shall not form part of the

ordinary hours of work or overtime:  Provided that ‑

(a)
such interval may  be reduced to not less than half an hour by written mutual agreement between an employer and an employee;

(b)
periods of work interrupted by intervals of less than one hour, except where proviso (a) or (e) applies, shall be deemed to be continuous;

(c)
if such interval is longer than one hour, any period exceeding one and a quarter hours shall be deemed to form part of the ordinary hours of work;

(d)
only one such interval during the ordinary hours of work of an employee on any day shall not form part of the ordinary hours of work;

(e)
when on any day by reasons of overtime worked, an employer is required to give an employee a second meal interval, such interval may be reduced to not less than 15 minutes;

(f)
a driver who during such interval does not work other than being or remaining in charge of the vehicle or its load shall for the purposes of this sub clause be deemed not to have worked during such interval;

(g)
in case of an employee who is wholly or mainly engaged in cleaning premises, if such interval is longer than three hours, any period in excess of three hours shall be deemed to form part of the ordinary hours of work.

In terms of the agreement reached, the conditions in the BCEA will apply.

According to the BCEA, an employer must give an employee

who works continuously for more than five hours a meal interval of at least one

continuous hour.

(2)
During a meal interval, an employee may be required or permitted to perform only duties that cannot be left unattended and cannot be performed by another employee.

(3)
An employee must be paid – 

(a) for a meal interval in which the employee is required to be available for work;

(b) for any portion of a meal interval that is in excess of 75 }
minutes.

(4)
For the purpose of sub-clause (1), work is continuous unless it is   
interrupted by a meal interval in accordance with this clause.

(5)
A written agreement may-

(a) reduce the meal interval to not less than 30 minutes;

(b) dispense with a meal interval for an employee who works fewer than six hours on a day.

an employer must give an employee who works continuously for more than five hours a meal interval of at least one continuous hour.

The agreement further states that the parties shall not re-negotiate the above benefit until the year 2012 or six years subsequent to the promulgation of the new sectoral determination whichever is the latest. 
Recommendation by the ECC

The ECC at the outset pointed out its concerns about the limited nature of the terms of reference for this investigation. It notes that despite the restricted scope of the notice in the government gazette, some of the discussions at the public hearings extended beyond wages into conditions of work. The ECC supports the revised conditions reflected in the agreement reached between the parties. Mindful of the possible legal implications of including matters in its recommendations which were not covered by the terms of reference, the Commission recommends that the most effective and expeditious way possible be found in having the revised conditions as reflected in the agreement between the parties become part of the determination. 

The ECC recommends strongly that whatever way is found to include the revised conditions in a new sectoral determination, there be no delay in amending the wages and having them come into effect.

Other Matters

The discussions at the public hearings, similar to what your Commission has heard previously, centred around the enforcement of the sectoral determination and the haphazard nature of assistance received from the labour centres. It is disconcerting to note the number of complaints raised at these hearings in this respect. Although your Commission is aware that some union officials might use the platform of public hearings to drum up sentiment, similar views were raised by employers. It is critical that workers and employers receive the services of the department in a professional and efficient manner.

Both employers and employees raised concerns about PSIRA. This may fall outside of the scope of this investigation; however, we deem it important to note the concerns and the need for a higher degree of synergy between enforcement by PSIRA and the department. 

CHAPTER FOUR

EVALUATION IN TERMS OF ECC CRITERIA

Ability of employers to conduct their business

While it is quite probable that some employers may not be able to meet the challenges posed by the changes in the labour market and as reflected in the proposed changes to the determination, the nature of the industry indicates that other entrepreneurs are available to take up any market gaps that appear. The sector is, in fact, one of the most thriving sectors in the South African economy at present.

The Commission feels confident in stating that, in the long run, there will not be any real detrimental effects to the industry because of this determination and that employers in general will be able to conduct their businesses successfully. 

The impact of the proposed minimum wage on the cost of living and poverty alleviation

Unfortunately, the LFS data is captured in terms of income brackets, and not exact figures. It further does not make a distinction between private security sector workers and other security service workers. This limits the extent to which we can accurately determine whether the sectoral determination is making any impact on poverty alleviation and improvement on the cost of living of workers. 

The increases as proposed in the sectoral determination have consistently been above the cost of living. Even during the period 2002 and 2003 where the CPIX was 9.3% and 6.8% respectively, the wage increases set in the sectoral determination were higher. The CPIX reflects the prices of commodities, and the higher the CPIX, the faster the decrease in the purchasing power of individuals. In essence, the impact of minimum wages on the cost of living and alleviation of poverty would also be influenced by other factors over which workers have no control. 

Wage differentials and inequality

The wage difference between the highest and lowest paid categories of workers is huge in the sector. For example, the current sectoral determination stipulates that a grade E security guard should receive R1500 per month in Area 1 whilst a grade A security guard receives R2733 per month in Area 1. This leaves a wage gap of about R1233 per month, nearly equal to the full wage of the grade E worker. Whilst the different categories of employees have different responsibilities, this gap seems excessive. The impact of the gap is exacerbated by the fact that the overwhelming majority of security guards are classified as grade E. Further; the difference between the same guard in area 1 and the one in area 5 is R450 per month.

During the public hearings a number of calls were made by employees to reduce the number of areas in the sectoral determination. Our proposal reflects this consideration and proposes not only to reduce the inequalities that exist amongst the different grades by giving somewhat higher increases for the lowest-paid but also to reduce the areas from five to four. 

The differential percentage increases for the different grades will have the effect of beginning to narrow the wage gap between the workers in different grades

The likely impact of the proposed wages on current employment and the creation of employment

The increases as recommended are not likely to have any immediate significant impact on employment levels.  Despite wage increases over the past years that were much higher than CPIX increases, the sector has not lost employment opportunities.  In contrast, as indicated previously, employment in the sector has grown significantly since the last amendment to the sectoral determination in 2002. 

It was pointed out during the hearings that crime figures were actually going down both with respect to general security as well as shrinkage. However, both employers and employees agreed with the view that the purchasing of security services was not being driven primarily by increases in crime but by people’s perception about crime. The latter has not improved. 

RECOMMENDATION

The Commission recommends the following:

1. The wage levels as proposed by the Department and reflected in the table below should apply in the sector.

2. That the period for which wages  are set should be three years. 

3. That the number of areas in the wage table should be reduced from five to four in line with the schedule of reduction proposed by the department and reflected in the table below. 

4. That the most effective way be found in dealing with the outstanding matters relating to conditions of work described in this report, and putting in place the provisions reflected in the agreement between the parties. This process should start immediately and not be unduly postponed. The wage revisions should occur immediately, without being delayed by any considerations in respect of conditions.

The schedule attached to this report therefore constitutes the recommendation of the Employment Conditions Commission in terms of section 55(1) of the Basic Conditions of Employment Act, Act 75 of 1997.

Figure 3
	YEAR 1
	
	 
	Area 1
	 
	Area 2
	 
	Area 3
	 
	Area 4
	Area 5
	 

	 
	 
	Monthly
	Hrly
	Monthly
	Hrly
	Monthly
	Hrly
	Monthly
	Hrly
	Monthly
	Hourly

	Artisan
	 
	R 3,096
	R 15.88
	R 2,818
	R 14.45
	R 2,704
	R 13.87
	R 2,381
	R 12.21
	R 2,143.26
	R 11.08

	C/A
	1st year
	R 1,543
	R 7.91
	R 1,415
	R 7.26
	R 1,279
	R 6.56
	R 1,204
	R 6.18
	R 1,083.78
	R 5.60

	 
	2nd year
	R 1,592
	R 8.17
	R 1,452
	R 7.45
	R 1,316
	R 6.75
	R 1,236
	R 6.34
	R 1,112.58
	R 5.75

	 
	Thereafter
	R 1,637
	R 8.40
	R 1,505
	R 7.72
	R 1,368
	R 7.01
	R 1,273
	R 6.53
	R 1,145.88
	R 5.92

	Clerk
	1st year
	R 1,685
	R 8.64
	R 1,548
	R 7.94
	R 1,419
	R 7.28
	R 1,312
	R 6.73
	R 1,180.98
	R 6.10

	 
	2nd year
	R 1,880
	R 9.64
	R 1,767
	R 9.06
	R 1,583
	R 8.12
	R 1,454
	R 7.46
	R 1,308.78
	R 6.76

	 
	3rd year
	R 2,056
	R 10.54
	R 1,882
	R 9.65
	R 1,761
	R 9.03
	R 1,591
	R 8.16
	R 1,432.08
	R 7.40

	 
	Thereafter
	R 2,247
	R 11.52
	R 2,053
	R 10.53
	R 1,920
	R 9.85
	R 1,727
	R 8.86
	R 1,554.48
	R 8.03

	Driver
	LMV
	R 1,623
	R 8.32
	R 1,506
	R 7.72
	R 1,365
	R 7.00
	R 1,261
	R 6.47
	R 1,135.30
	R 5.87

	 
	MMV
	R 1,842
	R 9.45
	R 1,701
	R 8.72
	R 1,562
	R 8.01
	R 1,429
	R 7.33
	R 1,286.50
	R 6.65

	 
	HMV
	R 1,976
	R 10.13
	R 1,828
	R 9.37
	R 1,688
	R 8.66
	R 1,524
	R 7.82
	R 1,372.00
	R 7.09

	G/W
	1st six months
	R 1,264
	R 6.48
	R 1,160
	R 5.95
	R 1,040
	R 5.33
	R 988
	R 5.07
	R 889.38
	R 4.60

	 
	Thereafter
	R 1,342
	R 6.88
	R 1,242
	R 6.37
	R 1,116
	R 5.72
	R 1,060
	R 5.44
	R 954.18
	R 4.93

	Handyman
	
	R 1,798
	R 9.22
	R 1,665
	R 8.54
	R 1,534
	R 7.86
	R 1,401
	R 7.18
	R 1,260.68
	R 6.52

	Security Officer
	Grade A
	R 2,853
	R 13.72
	R 2,616
	R 12.58
	R 2,367
	R 11.38
	R 2,201
	R 10.58
	R 1,980.61
	R 10.24

	 
	Grade B
	R 2,406
	R 11.57
	R 2,202
	R 10.59
	R 1,978
	R 9.51
	R 1,837
	R 8.83
	R 1,653.01
	R 8.54

	 
	Grade C
	R 1,876
	R 9.02
	R 1,738
	R 8.36
	R 1,560
	R 7.50
	R 1,465
	R 7.04
	R 1,318.21
	R 6.81

	 
	Grade D
	R 1,707
	R 8.21
	R 1,570
	R 7.55
	R 1,419
	R 6.82
	R 1,325
	R 6.37
	R 1,192.21
	R 6.16

	 
	Grade E
	R 1,620
	R 7.79
	R 1,497
	R 7.20
	R 1,344
	R 6.46
	R 1,265
	R 6.08
	R 1,138.21
	R 5.88

	Others
	 
	R 1,561
	R 8.00
	R 1,434
	R 7.36
	R 1,295
	R 6.64
	R 1,231
	R 6.31
	R 1,108.08
	R 5.73


	YEAR 2
	
	 
	Area 1
	 
	Area 2
	 
	Area 3
	 
	Area 4
	Area 5
	 

	 
	 
	Monthly
	Hrly
	Monthly
	Hrly
	Monthly
	Hrly
	Monthly
	Hrly
	 
	 

	Artisan
	 
	R 3,325
	R 17.05
	R 3,026
	R 15.52
	R 2,904
	R 14.89
	R 2,558
	R 13.12
	R 2,429.74
	R 12.56

	C/A
	1st year
	R 1,658
	R 8.50
	R 1,519
	R 7.79
	R 1,373
	R 7.04
	R 1,293
	R 6.63
	R 1,228.65
	R 6.35

	 
	2nd year
	R 1,707
	R 8.75
	R 1,556
	R 7.98
	R 1,410
	R 7.23
	R 1,325
	R 6.80
	R 1,259.05
	R 6.51

	 
	Thereafter
	R 1,752
	R 8.98
	R 1,609
	R 8.25
	R 1,462
	R 7.50
	R 1,362
	R 6.99
	R 1,294.20
	R 6.69

	Clerk
	1st year
	R 1,809
	R 9.28
	R 1,662
	R 8.52
	R 1,524
	R 7.82
	R 1,409
	R 7.23
	R 1,338.84
	R 6.92

	 
	2nd year
	R 2,004
	R 10.28
	R 1,881
	R 9.65
	R 1,688
	R 8.66
	R 1,551
	R 7.96
	R 1,473.74
	R 7.62

	 
	3rd year
	R 2,180
	R 11.18
	R 1,996
	R 10.24
	R 1,866
	R 9.57
	R 1,688
	R 8.66
	R 1,603.89
	R 8.29

	 
	Thereafter
	R 2,371
	R 12.16
	R 2,167
	R 11.11
	R 2,025
	R 10.39
	R 1,824
	R 9.36
	R 1,733.09
	R 8.96

	Driver
	LMV
	R 1,743
	R 8.94
	R 1,617
	R 8.29
	R 1,466
	R 7.52
	R 1,355
	R 6.95
	R 1,287.05
	R 6.65

	 
	MMV
	R 1,962
	R 10.06
	R 1,812
	R 9.29
	R 1,663
	R 8.53
	R 1,523
	R 7.81
	R 1,446.65
	R 7.48

	 
	HMV
	R 2,096
	R 10.75
	R 1,939
	R 9.94
	R 1,789
	R 9.18
	R 1,618
	R 8.30
	R 1,536.90
	R 7.94

	G/W
	1st six months
	R 1,357
	R 6.96
	R 1,246
	R 6.39
	R 1,117
	R 5.73
	R 1,061
	R 5.44
	R 1,008.26
	R 5.21

	 
	Thereafter
	R 1,435
	R 7.36
	R 1,328
	R 6.81
	R 1,193
	R 6.12
	R 1,133
	R 5.81
	R 1,076.66
	R 5.56

	Handyman
	
	R 1,931
	R 9.90
	R 1,789
	R 9.17
	R 1,647
	R 8.45
	R 1,504
	R 7.71
	R 1,429.20
	R 7.39

	Security Officer
	Grade A
	R 2,973
	R 14.29
	R 2,727
	R 13.11
	R 2,466
	R 11.86
	R 2,294
	R 11.03
	R 2,179.55
	R 11.26

	 
	Grade B
	R 2,526
	R 12.14
	R 2,313
	R 11.12
	R 2,077
	R 9.99
	R 1,930
	R 9.28
	R 1,833.75
	R 9.48

	 
	Grade C
	R 1,996
	R 9.60
	R 1,849
	R 8.89
	R 1,659
	R 7.98
	R 1,558
	R 7.49
	R 1,480.35
	R 7.65

	 
	Grade D
	R 1,827
	R 8.78
	R 1,681
	R 8.08
	R 1,518
	R 7.30
	R 1,418
	R 6.82
	R 1,347.35
	R 6.96

	 
	Grade E
	R 1,740
	R 8.36
	R 1,608
	R 7.73
	R 1,443
	R 6.94
	R 1,358
	R 6.53
	R 1,290.35
	R 6.67

	Others
	 
	R 1,676
	R 8.60
	R 1,540
	R 7.90
	R 1,391
	R 7.13
	R 1,322
	R 6.78
	R 1,256.19
	R 6.49


Figure

	YEAR 3
	
	 
	Area 1
	 
	Area 2
	 
	Area 3
	 
	Area 4

	 
	 
	Monthly
	Hrly
	Monthly
	Hrly
	Monthly
	Hrly
	Monthly
	Hrly

	Artisan
	 
	R 3,572
	R 18.32
	R 3,250
	R 16.67
	R 3,119
	R 16.00
	R 2,747
	R 14.09

	C/A
	1st year
	R 1,780
	R 9.13
	R 1,632
	R 8.37
	R 1,475
	R 7.56
	R 1,389
	R 7.12

	 
	2nd year
	R 1,829
	R 9.38
	R 1,669
	R 8.56
	R 1,512
	R 7.75
	R 1,421
	R 7.29

	 
	Thereafter
	R 1,874
	R 9.61
	R 1,722
	R 8.83
	R 1,564
	R 8.02
	R 1,458
	R 7.48

	Clerk
	1st year
	R 1,943
	R 9.97
	R 1,785
	R 9.15
	R 1,637
	R 8.39
	R 1,514
	R 7.76

	 
	2nd year
	R 2,138
	R 10.97
	R 2,004
	R 10.28
	R 1,801
	R 9.24
	R 1,656
	R 8.49

	 
	3rd year
	R 2,314
	R 11.87
	R 2,119
	R 10.87
	R 1,979
	R 10.15
	R 1,793
	R 9.19

	 
	Thereafter
	R 2,505
	R 12.85
	R 2,290
	R 11.74
	R 2,138
	R 10.96
	R 1,929
	R 9.89

	Driver
	LMV
	R 1,872
	R 9.60
	R 1,737
	R 8.91
	R 1,575
	R 8.08
	R 1,455
	R 7.46

	 
	MMV
	R 2,091
	R 10.72
	R 1,932
	R 9.91
	R 1,772
	R 9.09
	R 1,623
	R 8.32

	 
	HMV
	R 2,225
	R 11.41
	R 2,059
	R 10.56
	R 1,898
	R 9.73
	R 1,718
	R 8.81

	G/W
	1st six months
	R 1,458
	R 7.47
	R 1,338
	R 6.86
	R 1,200
	R 6.15
	R 1,140
	R 5.85

	 
	Thereafter
	R 1,536
	R 7.87
	R 1,420
	R 7.28
	R 1,276
	R 6.54
	R 1,212
	R 6.21

	Handyman
	
	R 2,074
	R 10.64
	R 1,921
	R 9.85
	R 1,769
	R 9.07
	R 1,616
	R 8.29

	Security Officer
	Grade A
	R 3,102
	R 14.91
	R 2,846
	R 13.68
	R 2,573
	R 12.37
	R 2,395
	R 11.51

	 
	Grade B
	R 2,655
	R 12.76
	R 2,432
	R 11.69
	R 2,184
	R 10.50
	R 2,031
	R 9.76

	 
	Grade C
	R 2,125
	R 10.21
	R 1,968
	R 9.46
	R 1,766
	R 8.49
	R 1,659
	R 7.97

	 
	Grade D
	R 1,956
	R 9.40
	R 1,800
	R 8.65
	R 1,625
	R 7.81
	R 1,519
	R 7.30

	 
	Grade E
	R 1,869
	R 8.98
	R 1,727
	R 8.30
	R 1,550
	R 7.45
	R 1,459
	R 7.01

	Others
	 
	R 1,800
	R 9.23
	R 1,654
	R 8.48
	R 1,494
	R 7.66
	R 1,420
	R 7.28
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�  Estimation provided in a discussion with PSIRA


� STATSSA 


� These are defined in the National Keypoints Act  and include inter alia, airports, water storage facilities and    others.
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