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CHAPTER ONE
1. INTRODUCTION
In accordance with Section 54(3) and (4) of the Basic Conditions of Employment, Act 75 of 1997 (BCEA), the Employment Conditions Commission (ECC) presents you with a report on the investigation into the review of minimum wages and conditions of employment for the Contract Cleaning   sector.
1.1 BACKGROUND TO THIS INVESTIGATION
The current Contract Cleaning sectoral determination was first published in Government Gazette No. 20064 on 14th May 1999.  The provisions in respect of conditions of employment and minimum wages became binding on the second Monday after the date of publication of the notice. The wages in this sector were set for a period of three years. The first year, Area A wages was increased by 8%; for the second year by 6.75%; and for the third year by 13%. Area C wages were set at 80% of Area A wages in the first year; 85% in the second year and 90% in the third year. The minimum wage were therefore increased in the second year from R9,26 to R 9,88 per hour in Area A whilst in Area C wages was increased from R7,40 to R8,40 per hour. The increase in the third year were from R9, 88 to R11,16 per hour in Area A whilst in Area C wages was increased from R8, 40 to R1,05 per hour. Since the current wage stipulations expire on the 30th November 2009. There must be a new dispensation for wages by 1st December 2009.  The last amendments for contract cleaning sectoral determination were published in 14 November 2006 followed by correction notice which was published in December 2006. 
The sector is regulated by a sectoral determination except for KwaZulu-Natal where there is a bargaining council.  

1.2 TERMS OF REFERENCE
The Department published a notice in the Government Gazette No 31716 of 19 December 2008 under Government Notice No R1372. The notice called upon interested parties to send written representations to the Department within 30 days of publication of the notice. The terms of reference for the investigation into the Contract Cleaning sector were set out as follows:

“To review wages and conditions of employment in the Contract Cleaning Sector, South Africa”

1.3 METHODOLOGY
A four-phased project framework was developed for this investigation, as follows:
1.3.1 PHASE ONE – INFORMATION GATHERING

The purpose of the first phase was to address the administrative aspects of the investigation and identify areas of focus. The administrative aspects dealt with in this phase included, in particular,

· the publication of a notice in the government gazette as required by section 52(3) of the BCEA, 

· the processes to ensure that the appropriate legislation was complied with in respect of reviewing the sectoral determinations, and 
As part of the information gathering process, the Department invited public comments through a notice published in the Government Gazette No 30828 of 7th March 2008. Interested parties had 30 days to submit written representations to the ECC. 
1.3.2 PHASE TWO – CONSULTATIONS WITH STAKEHOLDERS

A total number of sixteen public hearings were conducted across six provinces. Hearings were not conducted in Kwa-Zulu Natal since there is a Bargaining Council with an active collective agreement. 
The table below shows the public hearing schedule and attendance figures:
Table 1: Schedule of Public Hearings: Dates, Venues & Attendance

	Province
	Towns
	Date
	Venue 
	Employers
	Employees

	Mpumalanga 
	Witbank
	02/04/2009
	Provincial Office Boardroom
	2
	12

	
	Nelspruit
	03/04/2009
14/05/2009
	Nelspruit Dept of Home Affairs
	0
	0

	Western Cape
	Cape Town
	07/04/2009
	Provincial Office
	6
	3

	
	Mossel Bay
	06/04/2009
	Mossel Bay Library
	2
	0

	Gauteng North
	Tshwane
	14/04/2009
	Silverton recreation Centre
	5
	0

	
	Bronkhorstspruit
	15/04/2009
	Kungiwini Community Hall
	0
	10

	
	Krugersdorp
	16/04/2009
	Mogale Municipality Hall
	4
	8

	Northern Cape 
	Kimberley
	09/04/2009
	Dept of Labour Boardroom
	3
	5

	Limpopo


	Louis Trichard
	15/04/2009
	Bergwater Hotel
	11
	15

	
	Polokwane
	16/04/2009
	Labour Centre Boardroom
	3
	10

	Eastern Cape
	Port Elizabeth
	29/04/2009
	Dept of Labour Boardroom
	14
	36

	
	East London
	30/04/2009
	Dept of Labour Boardroom
	5
	50

	Free State
	Bloemfontein
	29/09/2009
	Labour Centre Boardroom
	6
	0

	
	Bethlehem 
	30/04/2009
	Labour Centre Boardroom
	2
	31

	Gauteng South
	Johannesburg 
	15/04/2009
	Dept of Labour Boardroom
	3
	21

	
	Alberton 
	16/04/2009
	Labour Centre Boardroom
	6
	11

	
	Roodepoort
	17/04/2009
	Labour Centre Boardroom
	0
	0

	Total Attendance
	72
	212


The hearings thus provided information from a total of 72 employers and 212 employees or employee representatives.  It should further be noted that the representation was both from individual employees and employers as well as those representing organised business and labour. 
After the public hearings the NCCA (National Contract Cleaning Association) handed in written submission. The document was developed by NCCA for submission to the ECC.   

1.3.3 PHASE THREE – ECC PROCESS

During this phase the Department presented its proposals to the ECC for its consideration. 
1.3.4
PHASE FOUR- PUBLICATION OF THE SECTORAL DETERMINATION AMENDMENT
This phase will see the publication of an amendment to the sectoral determination, and once approved, in the Government Gazette followed by awareness raising. 
1.4 STRUCTURE OF THE REPORT

The report consists of 4 chapters; Chapter 2 of this report outlines the sector profile and current status of the South African Contract Cleaning sector. Chapter 3 is the discussion on wages and annual wage increases, and this is followed by Chapter 4 containing the ECC evaluation criteria.
CHAPTER TWO
2. DESCRIPTION OF THE SECTOR

2.1 INTRODUCTION
The sectoral determination applies to every employer in the Contract Cleaning Sector in the Republic of South Africa and to all employees in that trade, except-

· Manager; 

· Administrative personnel;

· Any employer or employee who is subject to a bargaining council agreement or;

· Employees who works less than 24 hours a month

The determination Contract Cleaning Sector means the sector in which employers and employees are associated on a fixed-term or fixed-project contract for the purpose of cleaning or washing by hand or machine, of furniture, windows, carpets, doors, floors, tools, machinery, under supervision at industrial and commercial premises, buildings, and flats that are let commercially or any airplanes, trucks, cars, buses, trains or any other vehicle requiring to be so cleaned

2.2 OVERVIEW OF THE SOUTH AFRICAN CONTRACT CLEANING SECTOR  
Contract Cleaning Sector falls within dynamic goods and service sectors which refer to sectors that could deliver to growing global markets, and can have substantial linkages into the local economy, and promote learning. In a developing country context like South Africa, they are often newer industries that require some stimulation to get them moving and to encourage the formation of clusters. This category includes industries such as manufacturing, financial and business services, or high-value agriculture.
South African society already benefits form this sector which creates a larger proportion of jobs in the sector. Contract cleaning sector is more sustainable and beneficial sources of job creation because it: 

· Tend to experience rising terms of trade, relative to commodities. 

· Have stronger multiplier/spread effects. 

· Can have stronger learning effects. 

· Ultimately rely less on public expenditure. Even if there are initial or ongoing support mechanisms, these activities do not rely completely and indefinitely on state procurement. This reliance is dangerous, since a downturn in state revenues will generally result in a cutting of these programmes. 

These sectors tend to pay low wages, partly because there is less potential for productivity growth. This explains why the sector still has labour absorptive capacity. The sector can impact on growth mainly through their simple expansion: that is the sector mostly has potential to contribute to “extensive growth”. The sector has grown dramatically in recent years, partly in response to falling interest rates and expansion of the developing industrial growth. With the current reflection of the global economic recession it is now difficult to tell how the sector will respond.
Contract cleaning can be an important source of employment growth. Its growth depends critically on both public and private sector demand. In part, its continued expansion relies on the ability of supplier industries to provide inputs efficiently. This sector is often implicitly treated as “trickle-down” opportunities. However, activity can be stimulated in a variety of ways: 
· First, the sector expands if consumer demand is stimulated. 
· Second, the sector can be supported through business support measures. 
· Third, although it is not sufficiently recognised, there is room to stimulate productivity improvements, the identification of new market niches and technologies. It is also not sufficiently recognised that even though this sector is traded locally. 
2.2.1 GLOBAL ECONOMIC CRISIS
The global financial crisis has triggered a serious slowdown in world economic growth including recession in the largest industrialized countries. Enterprises have stopped hiring and many are laying off workers in considerable numbers. In 2008, an estimated 6.0 per cent of the world’s workers were not working but looking for a job, up from 5.7 per cent in 2007. Experience shows that the longer people stay out of work the more their “employability” deteriorates, making it progressively harder to get back into work. This is especially worrying for young workers who may get trapped into a lifetime of weak attachment to the labour market alternating between low paid insecure work and outright unemployment. In many developing countries well over half of the workforce is employed in conditions that fall short of decent work, and breaking out of such situations is at the core of the global development challenge set out in the Millennium Declaration and its poverty-reducing goals. 
Economic growth in Sub-Saharan Africa slowed down from 6.6 per cent in 2007 to 5.3 per cent in 2008, with a more limited slowdown to 5.0 percent projected for 2009. At this stage, it appears that the region is in a less precarious position with respect to the global downturn due to its limited linkages with the global financial system. This may only hold in the short run as many countries in Sub-Saharan Africa are dependent on commodity and energy markets, and may suffer as a result of declining demand and prices in both. 
In all cases the slowdown is worrisome in view of the harsh labour market conditions in Sub-Saharan Africa, and more so in view of the fact that recent good economic performance has only been partially reflected in the region’s labour markets. It takes time until economic growth translates into employment growth, and positive economic trends need to be sustained to see significant changes in the structure of employment and growth in decent work. Furthermore, economic growth needs to be sufficient to absorb increases in the labour force due to population growth, and the population of Sub-Saharan Africa is among the world’s fastest growing. Youth in this region made up as much as 36 per cent of the total working-age population (aged 15 years and above) in 2008, making this the most youthful population in the world.

The unemployment rate decreased in the past five years by 0.6 percentage points in Sub-Saharan Africa, and stood at an estimated 7.9 per cent in 2008. A far larger share of the labour force is however subject to harsh conditions reflected in working poverty and vulnerable employment. Almost three fifths of the employed are classified as extreme working poor, and vulnerable employment accounted for more than three quarters of the employed in 2007. Between 2002 and 2007, vulnerable employment decreased by approximately 1.9 percentage points, and by 3.5 percentage points between 1997 and 2007. It is clear that at this rate of decline it will take many years to make decent work for all a realistic objective in this region. 
2.2.2 SECTORAL ANALYSIS IN SOUTH AFRICA
The graph below illustrates clearly that internationally and in South Africa growth in the service sector, particularly the financial sector has far exceeded growth in other sectors particularly mining, manufacturing and generally in the non-mining goods producing sector.
Figure 1: Share of services in GDP
Source: NCCA
 report 2009
A few findings from such studies include that:

· Goods production requires relatively more labour (but with lower skills) than does service production (a generally higher skills requirement).

· The demand for services is a derived demand.  The demand for the products/services of the services industries primarily results from demand caused by activities in its own and other sectors of the economy.  However, the impact of the services sector in terms of its efficiency on other sectors of the economy is profound.

· The strong service growth at the expense of mining and manufacturing has led to a structural imbalance in the South African economy resulting in relatively poor exports and high imports.
Inflation more generally is likely to fall in coming months.  Lower inflation enhances the chances of further interest rate cuts.  Psychologically, the lower inflation rate and lower interest rates will probably arrest the dramatic slowdown in consumer spending and help it to stabilise. The economy is set to reap the benefits of a much lower exchange rate in terms of helping to boost several exports, although overseas demand may be subdued, but it should enhance domestic production at the expense of more expensive imported goods.  
The continuation of infrastructural investment, and optimism regarding the Soccer World Cup, should continue exerting knock-on benefits through the rest of the domestic economy.  Expansionary fiscal policy geared towards developing infrastructure in South Africa's case will not be a purely counter cyclical economic policy aimed at counteracting the recessionary effects of the global credit crunch, but will have the important goal of preparing for the Soccer World Cup and imposes a definite deadline on work. 

2.2.3 CHALLENGES FACED BY THE SECTOR
From the latest Contract Cleaning information released by NCCA there are several challenges faced by the sector as a result of the global economic instability emanating from skill shortage, labour costs, and availability and price trends of components and raw materials.   

The shortage of skilled personnel has been at the heart of the disappointing nature and degree of social development and the delivery of social services in recent years in both sub-Saharan Africa and South Africa in particular.  It is also proving an important contributor to the inability of the South African economy to grow still faster.  A classic example of this more recently has been the electricity crisis.  The shortage of skills arguably affects both technical and managerial functions.

Productivity improvements in the cleaning industry are not known but it can be seen that wage increases, particularly rural wage increases, have exceeded inflation and the nominal productivity improvements as measured above.  It is on this basis that, without taking into account other factors, they could be construed to be inflationary. 
2.2.6 CURRENT EMPLOYMENT TRENDS
Growth development in South African economy in recent years has been increasing considerably but lacks that ability to generate sufficient sustainable jobs which is equivalent to growth.  Unfortunately, also, the sharp slowdown in economic growth domestically in the third quarter resulted in a marginal increase in the official unemployment rate back upwards to 23.2%.  The interruption to the declining trend of unemployment is likely to last for some time now in light of the expectation that global economic conditions will deteriorate before they improve and that the South African economic growth rate will suffer as a consequence.  

South Africa's unemployment could increase to around 25% in the first quarter of 2009 (Solidarity
). The union stated that 32 companies were already retrenching 22 000 employees, and that this number could rise significantly. Solidarity warned that the number could be much higher because it could not be sufficiently determined how many contract workers were in danger of losing their jobs. The largest group of contract workers, about 11 695, were employed in the mining industry, while a further 6 100 were employed in the vehicle manufacturing industry.

The unemployment rate was relatively stable in Q2: 2009 at 23,6% as against 23,5% in Q1:2009. However, this stability masks a continued deterioration in the South African labour market resulting from the decline in employment for the second consecutive quarter in Q2:2009. The contraction in employment - by 267 thousand in Q2:2009 - was accompanied by a fall in unemployment (down 59

thousand) but an increase of 419 thousand among not economically active persons. And notably, discouraged work-seekers accounted for as many as 302 thousand of the rise in the not economically active. These patterns suggest that in Q2:2009 there was a shift from both employment and unemployment into discouragement as individuals gave up hope of finding work or felt that that there

were no jobs in the area in which they lived that matched their skills. Reflecting the employment constraints in the labour market described above, there were quarterly declines in both the absorption rate and the labour force participation rate in Q2:2009. (Stassa
)
The cause of retrenchments was a mixture of local and international reasons. Factors such as the electricity crisis, the skills crisis, the HIV/Aids pandemic, crime, and the deterioration of infrastructure had placed the economy under pressure. International negative factors included the worldwide financial crisis, limited access to financing, the reduction in the demand for, and price of commodities, and the increased input costs. 
CHAPTER THREE
The focus for the investigation, in line with the terms of reference, was to review minimum wages, and conditions of employment in the Contract Cleaning sector. 

This chapter deals with proposals around wage increases, annual increases, demarcation, bonus; and other related conditions.

3. DISCUSSION AND PROPOSALS

3.1. WAGES

The existing wages in this sector were set for a period of three years, of which the wage increments for the first year, Area A wages was increased by 8%; for the second year by 6.75%; and for the third year by 13%. Area C wages were set at 80% of Area A wages in the first year; 85% in the second year and 90% in the third year. The minimum wage were therefore increased in the second year from R9,26 to R 9,88 per hour in Area A whilst in Area C wages was increased from R7,40 to R8,40 per hour. The increase in the third year were from R9, 88 to R 11, 16 per hour in Area A whilst in Area C wages was increased from R8, 40 to R10.05 per hour. Since the current wage stipulations expire on the 30th November 2009.  Therefore a new wage dispensation should be in place by 1st December 2009.

3.1.1 Views of the Employees
Employees around the country have different opinion in relation to the wage increases. It was certain from both rural and urban areas that employees acknowledge the economic crisis that the country is faced with and also aware the effect this crisis will bring to their employment. Unlike other sector wherein employees usually propose similar figures, in this sector there were number of suggestion emanating from R13, 00 to R15, 00 per hour in area A, whilst in area C employees have diverse opinion whether this area should be abandon and remain with area A or should be retained due to the economic activities decline experienced mostly in area C. 
Unions in towns like Witbank proposed an increment of R11.00 per hour whereas in Kimberly employees concur with employers with 10 percent increase for year one. Employees also stated that since the economy is in recession they feel that employers should play a leading role in addressing the issue of poverty as most people to be strike by this economic meltdown will be low income group. 
Employees argued that the proposed figures will contribute in meeting their basic needs. They indicated that this will address many of the economic factors they are already faced with, among the others:

· Education price increases
· Food prices 
· And Transportation.

The effect of cost of living is very high and it is too difficult for them to accept anything below the suggested minimum wage. They indicated that employers should accept and know that cleaners try by all means to retain their jobs by at least accepting to be paid only for basics.  

The increment suggested by the employees did not receive enough motivation since the employees where also afraid of losing their jobs if the wages are pegged at a higher rate. The employees were also mindful of the fact that there is a proposal of moving area C to area A which for them it is difficult to entertain as a result of worries to loss their jobs.

They also highlighted the point that although the economic conditions are too tight they want the increase that will improve workers life not deteriorate their current condition. Right now what they need to address is the affordability of basic needs. 

3.1.2 Views of the Employers
Majority of employers throughout the country indicated that they support the utilization of the CPI (Consumer Price Index) as a measure to determine minimum wage increases. Employer’s representative in Gauteng proposed an increase of R12, 44 to R13, 50 per hour in area A. They also highlighted the point that there are more challenges faced with regard to wage increase in contract cleaning sector. Employers in area C suggested an increase of R11, 50 per hour which they believe it will be ideal to address situation faced mostly in area C. They also cautioned that an increase of more than 10 percent will not only lead to sector instability but also lead to a position wherein the sector is unable to retain current contracts they contain with clients. They indicated that increment for area C was 21% last year and resulted to retrenchment of 30% due to the huge increase.
The employers indicated that looking at the current economic conditions and the situation surrounding the sector it is difficult to come up with the increment figures or percentage that will address the situation. Even though majority of the employers were reluctant in giving out figures they cited the following reason as part of factors serve as a guideline that will assist when making a decision:

· Expenses encounter by the contract cleaning company due to increasing import cleaning products.

· Their contracts are based on one year contract.
· Affordability to conduct contract cleaning business under the current economic clement
· Because of the current economic conditions they have not received an increase for the past two years.
· Escalating costs of cleaning materials such as tissues, soup and est.;

· All clients denies to sign contract with more than 10 percent increase

· The period of contracts for contract cleaning companies have been reduced. 

Although all employers share the same sentiment when coming to this issue of increment, one of the employer suggestive that this issue should rather be addressed by sharing their profits with the employees due to the economic situation that is creeping the country, just for a moment. Some of the employers suggested that the sector should go back to the economic basics for the sake of retaining the jobs and addressing the economic crisis. An economic basic refers to only basic needs of employees and forget about luxury.  

Most of employers believe that wage increase basically depends on agreements between the employer and the clients, although wage is part of the contract agreement it is usually sideline due to cost cutting. They indicated that clients are always interested in how are you going to reduce cost in tender applications. The client will not support high increase. Employers believe that increase must always be informed by something to reflect the reality.

In Bloemfontein, employers indicated that if the wage increase is pegged more than 10% it will then be difficult for them to survive. They suggested that the issue of increase should be dealt with in conjunction with the issue of bonus. They indicated that because of the above mention factors the employees should rather choose between increase and bonus. 

According to some of the employers it will be fair to utilize CPI because is the only economic indicator that will address and bring a solution around the concept of average. 

3.1.3 Recommendation of the Department
With respect to wage increases for the Contract Cleaning sector, the Department would like to point out that the economic recession affecting the world is a concern for every individual and it affects everyone one way or another. As economists indicated this is something that will not subside now it is now crucial for everyone to tighten the belt. Under the above circumstances, there are a number of influences on the South African economy, which further favour the prospect of the South African economy gradually recovering over the course of the coming year. Salary hikes at the beginning of the year, in response to the rise in inflation to double digit levels over the course of 2008, are likely to improve the ability of the average consumer to restore the health of their balance sheets. However during the second quarter of 2009 the country experiences a collapse in the inflation from double digit levels to single digit. 

The Department is also aware that excluding productivity gains, any remuneration increase over and above the rate of inflation could be deemed inflationary.  However, there are a number of considerations:
· Remuneration increases above the rate of inflation could be reduced by such productivity gains. 

· The inflation rates experienced by individuals are group specific and can vary between rich and poor, urban and rural and by region.

· There may be special issues to be considered for employees in particular categories or regions.

· Increases may be necessary to restore the competitive situation in relation to jobs. 
The Department is, however, mindful of the relationship which exists between big business and the contractors (employers contracted to big business) and the fact that the issue of wages solemnly depends on the offer given by the big business (employers). 
The Department therefore proposes that for the first year, the minimum wage for the Contract Cleaning sector should be pegged at the year-on-year average of CPI (excluding owner’s equivalent rent) as published by Statistics South Africa for the period July 2008 to June 2009 and released towards the end of August, plus an additional 2.1% which equals 9%. (See table belows).
Table 2: Consumer Price Index: Indices and percentage changes
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[1] The CPT for rural areas uses weights for rural areas but prices from secondary areas.




Table 3: Recommended Wage Table

	Area A
	Area B
	Area C

	Metropolitan Councils:

City of Cape Town, Ekurhuleni, City of Johannesburg, City of Tshwane and Nelson Mandela

Local Councils:

Emfuleni, Merafong, Mogale City, Metsimaholo, Randfontein, Stellenbosch, Westonaria
	In KwaZulu Natal excluding any area covered by a bargaining council agreement
	In the rest of RSA

 

 

 

 

	Period
	Rate per hour
	Rate per hour
	Rate per hour

	01/12/2008 to 30/11/2009
	R 11.16
	Same rates as prescribed by the Bargaining Council.
	R 10.05

	01/12/2009 to 30/11/2010
	R 12.16
	Same rates as prescribed by the Bargaining Council.
	R 10.95


3.1.4 ECC Recommendations
3.2 ANNUAL WAGES INCREASES
The sectoral determination for Contract Cleaning currently is set for a period of three years, as is the case for other determinations. It is therefore necessary to look at the possibility to test whether it is still relevant to retain three years and also provide for annual increases.

3.2.1. Views of the Employees
The majority of the employees and trade unions during the public hearing indicated that they will be delighted if wage increases could be reviewed yearly because companies do not adhere to what they have agreed on. They further indicated that their proposals is informed by the fact that majority of the employees in the sector are women who struggled to survive, hence an increase of at least CPI plus 1 to 2 percent on year two and three will be sustainable. They also indicated that the current three years annual wage increase it disadvantaging the employees because the future is unpredictable thus the annual review will give them an opportunity to decide the wages that will talk to changes in the economy. 
In Kimberly which is classified under area C employees suggested that for the second year an increase should be 11% which is equal to R12, 27 and for the third year they proposed 12% which is equal to R 13, 74.

3.2.2 Views of the Employers
Although majority of the employers concur with the three years annual increase period there are some employers who proposed that wage increases should be reviewed annually. Their reasoning behind this point is that the future is unpredictable thus the annual review will give them an opportunity to decide the wages that they can afford each year. Other employers believe that two year review period will relief the employers from the administrative cost implications involved in the review and the employees having to stay out of work and attend the public hearings annually.  
For the period of three year employers suggested an increase to be pegged at 10 percent each year while others indicated CPI increase. In terms of catch up with area A, area B should be increased with extra 3.3 percent for three years until the sector arrive at single minimum wage. Area A should get smaller wage increase as compared to area B until the two area pay the same wage. The employers also suggested that expiring month of the determination should be shifted to January due to the fact that most of the company financial year comments in January.

3.2.5 Recommendation of the Department
The Department proposes that the annual wage increase be aligned to the CPI plus 1% rate, at the index reported by Statistics South Africa at a point six weeks before the wage increase comes into effect. 

3.2.6 ECC Recommendation 
3.3 DEMARCATION
Currently the sector operate on three areas which is Area A, Area B and Area C. Area A are those areas classified under the big metropolitan city council (urban areas), Area B covers Kwa-Zulu Natal province which falls within the scope of the bargaining council and Area C wrap all areas which are not mention in Area A (rural areas).  
3.3.1. Views of the Employees

During the public hearings employees in all provinces proposed that area C should be phased out and remain with area A which will regulate single minimum wage to be applied across the country except KZN. They pointed out that by integrating the two areas will contribute in alleviating the following situation: 

· Unfair treatment by the employers, and 
· Exploitation of the workers.
3.3.3 Views of the Employers
Employers were in favour of the currently module of demarcation and they indicated that they would like to retain it. They maintained their position that area C is the poorest of the poor, the deep rural areas and they can not afford the wage level paid by area A group. According to employers especially those based in deep remote areas like Malamulela in Giyane they indicated that they will prefer an introduction of area D as it will be the one that will cater most of rural areas around Louis Trichardt, Vend and Polokwane. They further indicated that this introduction will help in addressing economic crisis experienced in rural areas. They also indicated that there are several factors to be considered among others: 

· Less money paid by the clients in rural areas as compared to the urban due to transport costs;

· The distance between the towns and those areas; and  

· Cost of conducting business in rural area is expensive due to the lack of infrastructure.

On the same note they encourage the Department to do not close the gap between the two areas, which mean area C should remain at 90% for the purpose of job retention. One wage structure will result in job losses. They also indicated that clients will make a replacement with new technology if wages are set at a higher level and they should be comparison with Kwa-Zulu Natal demarcation module.
3.3.4 Departmental Recommendations 
The Department believe that the demarcation model used in the sectoral determination to date was sound when introduced since in rural areas, contract cleaning activities were not as pervasive as in urban areas where the majority of businesses are located. During public hearing employers in rural area (Area C) indicated that they are currently struggling to pay area C minimum wage. They also mentioned that in the past three years they were paying higher increases as compared to urban area which it will still be difficult for them to pay the difference of 10 percent plus new wage increase. 
The ECC has in the previous review decided that Area C should be phased out in the fourth year of the previous review, which is year 1 of the current review.  The Department is however concerned with the impact of such a move, as it could adversely affect the ability of the employers to pay, especially employers in Area C, who have already been subjected to massive wage increases due to the attempt to catch up with the minimum wages in Area A.  The Department therefore proposes that, should the ECC retain their position of moving to a single minimum, that a phased-in approach should be utilised, over the current review period, and this would lessen the impact of an immediate move to a single minimum wage.  This means that for year 1 of the review Area A’s wages increase by 9% (As proposed under wages) and Area B’s wages increase to 90% of Area A’s wages.  For years 2 and 3 of the current review, Area B should then pay 95% and 100% respectively.
Table 4: Recommended Wage Table for year 2 and 3

	Area A
	Area B
	Area C

	Metropolitan Councils:

City of Cape Town, Ekurhuleni, City of Johannesburg, City of Tshwane and Nelson Mandela

Local Councils:

Emfuleni, Merafong, Mogale City, Metsimaholo, Randfontein, Stellenbosch, Westonaria
	In KwaZulu Natal excluding any area covered by a bargaining council agreement
	In the rest of RSA

 

 

 

 

	Period
	Rate per hour
	Rate per hour
	Rate per hour

	01/12/2009 to 30/11/2010
	R 12.16
	Same rates as prescribed by the Bargaining Council.
	R 10.95

	01/12/2010 to 30/11/2011
	Previous year's minimum wage plus CPI(excluding owners equivalent rent) plus 1%
	Same rates as prescribed by the Bargaining Council.
	97% of Area A minimum wages

	01/12/2011 to 30/11/2012
	
	
	100% of Area A minimum wages


The Department however strongly recommends that the ECC reconsiders its previous position, in order to stimulate business growth and employment levels, and that a two tiered demarcation model should remain, where area C pays 10% less than Area A.
3.3.5 ECC Recommendations 
3.4 BONUS
The current annual bonus provision in the determination requires the employer to pay employee during the month of December each year or on termination of employment a bonus which will be amount equivalent to three weeks wage of the employee’s weekly wage. 
3.4.1. Views of the Employees
Employees during public hearings across the country agreed that annual bonus should be increased to four weeks. They indicated that bonus will improve their lifestyle and better education for their children. They also believe that if a four week’s bonus were paid, it would relieve some of the pressures which they are currently experiencing economically.
3.4.2 Views of the Employers

The employers are divided when coming to the issue of annual bonus wherein some employers agrees to pay amount equivalent to four weeks wage and others feels that it should remain as it is in the determination (three weeks pay).  For those who support four weeks indicated the following reasons:
· The money will help employees to better their lives;
· Maintain a standard which is applied in other sectors

· It is part of incentives to encourage the employee to up their performance

· Motivate employees to stay

Majority of those who support the notion of leaving annual bonus to three weeks are employers who are situated in rural areas (Area C). The reason behind is the hectic economic conditions locally and internationally. They believe that the sector should rather deal with the issue of increase first and then when the economic conditions subside the sector can then talk about bonus increase to four weeks.

They cautioned that if the sector rush to tackle both issues at the same time it is going to be difficult more especially for the employers in area C where they are expected to pay more so to be in the same level as area A. The employers do not get the bonus from their client and that make it difficult for them to pay the bonus because it is extra cash. They also indicated that it is not fair for new employees who joins the company in September and take away a bonus of three week while other employees have been with the company for more than 10 years. 
Employers proposed that bonus should be removed and other alternative like incentive/ performance bonus be introduced in order to motivate employees who are hard workers and it should be paid during birthdays. It was also proposed that the employees should get one week bonus in their first year, two weeks in their second year and three in the third year and all the other years. 
They further argued that an increase in the bonus to four weeks would be equivalent to a further 2 percent increase in wages.  Employers in rural area therefore proposed that there should not be an increase in the annual bonus. 

3.4.5.
Departmental Recommendations
During the period of this report the sector was in wage negotiations under the auspices of the CCMA.  Subsequently the Department was informed that the sector provisionally agreed to improve the annual bonus provision from three weeks wage per annum to four weeks wage. The Department therefore recommends that the annual bonus provision of three weeks wage should be increased to four weeks wage. 

3.4.6.
ECC Recommendations
3.5.
OTHER ISSUES
3.5.1.
Uniform
Employers proposed for the retention fee from the uniform. They motivated this by stating that most employees run away with the property. They emphasized that it happens where an employee is employed and after three days disappears with a uniform. Some employers suggested that all conditions should be in the contract of employment. They further proposed uniform allowance of R 7, 00. They also mentioned that there must be a uniform fee which will be regulated.
On the other hand employees proposed that a clause that compels employers to retain uniforms on termination should be inserted, the reason being that their employers deduct for uniform during their employment. Employees also proposed for the inclusion of cleaning allowance in the Sectoral Determination of R3, 50 per uniform.
· They propose pre-medical check –up in the sector

· Risk assessment should be conducted.
3.5.2.
Provident Fund
Employers raised a concern around the way provident fund which is administered by NBC (National Bargaining Council) is operating. They are concerned about management systems of the NBC. They indicated that employees are paid only what they contributed and do not consider the employer’s contribution and when they question they are told that employers were not contributing. NBC does not consider paying employees when the contract expired. They consider only job losses and it is very problematic and usually affects the relations between the employer and the employee.

Employees proposed an increase to contributors. There were concerns regarding payments of benefits. Among other concern they raised the following:

· Abolishment of waiting period;

· Employees must join the provident fund of their choice; and
· Introduction of R2000.00 death benefits.
Employees further raised some concerns about the administration of NBC. They highlighted that NBC is not accessible. Some indicated that there are deductions on their pay slips which they do not understand and when they rise with NBC they don’t get a respond. They proposed that employee should be given a option to join the fund of his/ her choice. 

In their response to allegations an official from the NBC stated that in most cases they were unable to pay claims because of the outstanding documents. They indicated that members can access NBC through their unions and Department of Labour. They also emphasized that there are certain Departments that are granted tenders but still not complying with the legislation.
In conclusion SATAWU propose 10% contribution from employer and employee and it must not be less than other contributions in other funds in any company those are having internal fund.

3.5.3.
Other Conditions
SATAWU proposed that the scope of application should be extended to production and line managers. It was motivated that due to the lack of the management systems, employees move from one contractor to another. This also creates a problem in conducting disciplinary procedures. In additional to that the following issues were raised:
· Night shift allowance 20% start from the beginning of the shift

· Transport allowance to be paid by the employer or client

· 40 hours of work per week Monday to Friday.

· Family responsibility leaves 10 days.

· Medical aid 75% from the employer and 25% from the employee.

· Annual leave 21 working days.

· Sick leave 60 days in three year cycle.

· Maternity leave four months paid

· Paternity leave 10 days paid

· Long service award for 3 years should be R2000.00

· HIV Policy

· 1 year term agreement
· Retrenchment package

· Clarifying the issue of household
· Compliance
Employee also want retrenchment package to be paid out immediately at the end of the contract. They also proposed that household cleaning should be including in this determination because companies they resort to household cleaning knowing that they can then pay lower wages and can have the access of paying domestic workers wage which is disadvantaging employees.

Other employers do not comply with the law which put pressure to those companies which comply. Employers suggested that the Department of Labour should investigate this matter.

Departmental Recommendations
The Department is of the view that sufficient protection exists in terms of the other issues raised and therefore proposes that the status quo should remain.
CHAPTER FOUR

EVALUATION IN TERMS OF ECC CRITERIA
4.1 Alleviation of poverty and impact on cost of living

No matter how successful employment policy is, it is quite certain that severe unemployment and under-employment will persist. The problem has simply become too big for market-based solutions to solve the problem within the next 10 to 20 years. The ‘problem’ includes both severe unemployment and very low levels of remuneration from market-based employment. Therefore, it is certain that the continued expansion of the system of grants, and much more convincing expansion of extremely low productivity, non-market services such as EPWP-type projects in government construction, care, self-help projects and survivalist activities, will be essential to any employment and poverty policy. 
The income earned from employment will be important, particularly since the aim is to reduce unemployment and poverty. Strengthening broad-based economic participation can be the best way to ensure a more equal distribution of income. This requires, not only low rates of unemployment, but also rising income earned from work. In other words, some path is needed that would create jobs and also enable real wage growth in a way that is supportive of long run economic expansion. 

In South Africa, earnings from employment and self-employment are low relative to the cost of living. The Labour Force Survey shows that about 65% of all workers earned less than R2, 500 per month, and 39% earned less than R1, 000 per month. Low earners are not only found in the informal sector: just over half of formal sector workers earned less than R 2,500 per month. Low earners in the formal sector are not only found in low level jobs: about two-thirds of craft workers and plant and machinery operators earned R2, 500 per month or less. What does this mean for poverty? There is no official poverty line, but the National Treasury recently released a discussion paper suggesting that it might initially be set at the equivalent of R 430 per person per month in 2006 Rand. About 50% of the population would fall below this level. What if the unemployment problem were virtually resolved and fell from about 25% to 13% to 6.5%? Most of us assume that this would dig deeply into the poverty problem. 
Insofar as market-determined wages don’t sufficiently contribute to some minimum livelihood, it would be the job of the state to address this. Some balance is needed that does not create a disincentive to employ, but that also enables working people to assemble an acceptable standard of living.
 So while part of the crisis may be reflected in the unemployment rate, we are also likely to see more people taking up any type of employment, and a rise in the number of people joining the ranks of the working poor and vulnerable employment in developing economies. It is difficult to accurately estimate the quantitative impact on the vulnerable workers and the working poor at this point in time, as data at the country level are hardly available. However, given our understanding of labour markets, a negative impact on vulnerable employment and working poverty seems realistic for at least two reasons: 
1) 
People who lose their wage and salaried employment will join the ranks of the vulnerably employed, having to work as own-account workers and unpaid contributing family workers; 
2) 
New entrants into labour markets will have fewer chances to find decent and productive work in wage and salaried jobs and will also join the ranks of the vulnerably employed.

4.2.
Ability of employers to carry on their business successfully and operation of SMMEs and new businesses
The current sectoral determination does not make special provision for small, medium or micro enterprises. The exclusion of new and small business from paying minimum wages is still not recommended. In this sector competition is particularly severe and exclusions of any group of employers would give them unfair advantage. 

It emerged during the public hearings that many of the emerging employers tender for cleaning within government departments. In most instances, these contractors are well paid and could afford higher payments to workers than contractors with private clients. During the public hearings, the department advised and emphasized the need to consider the sectoral determination when submitting the tender documents. Considering the level of wages in the sector, the exclusion of new and small business from paying the minimum wages is not recommended. 

4.3. Impact on current employment and the creation of employment

Contracting labour in this way has become a point of concern in the sector. Although it is often argued that efficiency gains can be made in this way, concerns have been raised over the conditions of employment for contract labour and the power balance between large Contract Cleaning   companies and small contractors in negotiating terms of contracts. 

Labour conditions have deteriorated under contracting. FSC certification stipulates that labour conditions in outsourced operations should be exactly the same as previously applied by companies. In reality, this aspect of certification is not effectively monitored and the impression is that the move to outsourcing has led to deterioration in labour conditions, as labour legislation requirements (i.e. in terms of health and safety, working hours and wage levels) are not as effectively enforced on the larger number of small contractor firms. 
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