s e

T ——

T

T—

R T

G [
Table % : US Average Hourly Earnings of Production or Non=-
Supervisory Workers on Private, Non-Agricultural
Payrolls, by Selected Industry Divisions, 1948 to
1976 (Current Dollars)
Private, Non=Agricultural Industries
Minimum x
Year Wage Manufac- Retail | Services | Mining Consﬁruc-
Sohel ) Suring Trade | Industry |Industry RRER
Industry Sibsxingl = Industry
1948| o,40%| 1,23 | 1,29 | 0,90 1,66 1,71
1949 1,28 1,34 0,95 1,72 1,79
1950} 0,75 1,34 1,39 0,98 1,77 1,86
1951 1,45 15 1,06 1,93 2,02
1952 Ly 5e 1,59 1,09 2,01 2413
1953 3,63 1,68 1,16 2,14 2,28
1954 1,65 1,73 1,20 2,14 2439
1955 1,71 2 B% 8 1,25 2,20 2,45
1956| 1,00 1,80 1,89 1,30 2433 2¢57
1957 1,89 1,99 1,37 2,46 2,71
1958 1,95 2,05 1,42 2,47 2,82
1959 2,02 2,12 1,47 2,56 A
1960 2,0~ 2,20 1,52 2,61 3,08
1961] 1,15 2414 a5 3. 56 2,64 B 20
1962 2 22 %Y, 1,63 2,70 331
1963| 1,2. | - 2,37 1,68 2,75 3,41
1964 n4 36 2, bk 1,75 1,94 2,81 3455
1965 A S Ry, 7 1,82 2,05 2,92 3,70
1966 ¢ 56 2459 1,91 2,17 3,05 3,89
19671 1. 40 | 2,¢F 2 2 2,01 2,29 3,19 4,11
10681 180§ 2,8 ¥ 2:43 2,16 2,43 3,35 T |
1969 | 4,04 } 2,08 2,30 2,61 3,61 b,79
1376 | 3122 R 2,44 2,81 3,85 5,24
1971 3,43 3, bk 2,57 3,01 4,06 5,69
1972 3,65 3,65 2,70 %,18 4,38 6,06
1973 2492 3,89 2,87 3,46 by73 6,37
1974]| 2,00 h,22 b, 2k 3,09 3,76 5:21 6,75
1975| 2,10 L 5k L, 66 2,34 L, 06 5,90 A A
1976 | 2,30 4,87 5,00 3,55 b,76 6,42 7,68
X Earnings in Manufacturing Industry exclude overtime
payments.
+ Serv.ces Industry data was not available before 1964,
g 0,40 was the minimum wage imposed in 1945,

Source: US Depte. of Labor, Handbooks of lLabor Statistics
1973 and 1977, Op.Cit; Table 97
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The services and retail trade industry divisions would bLe
the largest employers of the occupational group 'service
workers', This group is one which is generally classified
as unskilled and low paid. Table 3 shows that average
hourly earnings in the services and retail trade Industry
divisions are indeed lower than for the other divisions,
and hence closer to the minimum wage rates. It should be
noted that Negroes and teenagers are emploved in large
numbers in these sectors. The earnings figures are
calculated for all workers in the industry group, some of
whom may bLe higher paid than the minimum wage, and they
include enhanced payments for overtime, They are
not, therefore, strictly comparable with minimum wage
rates, which represent only basic hourly payments for the
lowest paid workers in each industrial division.

Table 4 : Percentage Change in the Federal Minimum Wage and
Average Hourly Earnings, in current dollars, of
Product.on Workers in Selected Industry Divisions,
between 1950 and 1968

Differ- Differ- Per Cent
Sector D:f??i ential D;g¥§is ential Change
®|(Per Cent) (Per Cent)|[1950 - 1968
Minimum Wage 0,75 100,0 1,60 100,0 213,3

Total Private

Industry 1,34 178,7 2,85 178,1 212,6
Manufacturing

Industry 1,39 185,3 2,88 180,0 207,2

Retail Trade 0,98 130,7 2,16 135:0 220, 4

Mining Industry| 1,77 236,0 5435 209, 4 189,3
Construction

Industry 1,86 248,0 b, b1 275,6 237,1

Source: Table 3 above.

|
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Table 4 indicates that between 1950 and 196&, current
earnings in the low paying retail trade industry did, in
fact, Iincrease faster than minimum wages, as did earnings
in the highest paying industry group: construction.
Earnings in the intermediate mining and manufacturing
industries, on the other hand, did not increase as fast as
the minimum wage rates. The proportion of unskilled
labourers in the construction industry and retail trade is
probably higher than in manufacturing and mining, hence
rises in the minimum wage rate (affecting unskilled workers
more than others) would tend to increase average earnings
in the former two industrial divisions more than in the
latter two. There is little doubt that increases in the
minimum wage rates had at least some effect on average
hourly earnings in all sectours.

In the present context, it is perhaps more indicative to
compare legislated minimum wages with minimum hourly rates
negotiated by trade unions.

Table 5 shows the average union-negotiator 1ales for
Journeymen and labourers working in the builiing treade,
in major cities, in selected years when Federal minimum
weges were increased,

Rates for both skilled and unskilled workers were consider-
ably higher than the legal minima, as would be expected
since the building trade is highly unionised., However, it
is important to note that apparently legal minimum wages,
in conjunction with market conditions, have helped to
reduce the differential between the two groups. Over the
period 1950 to 1968, Jjourneymen's wages increased by 221,6
per cent, while labourers' wages increased by 245,5 per
cent, In 1950, labourers' wages were 67,3 per cent ol
Journeymen's wages. By 1968, this proportion had
increased to 74,6 per cent. Legislated minimum wages are
designed to have a greater effect on rates for unskilled
workers than on those for skilled labour, and they would
appear to have ha. some success in this instance,
especially as union pressure would have been ajimed at
maintaining differentials, as well as raising rates.

WRSIRECRST
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Tal e 5 : Percentage Change in the Federal Minimum Wage and
Average Union Rates for the Building ‘irade in
Major Cities, by Selected Occupations and in
Selected Years (Current Dollars)

Building Trade : Union Rates
Minimum Wage
Year Journeymen Labourers
Per Cent Per Cent Per Cent
Dollars Change Dollar% Change Dollars Change
1950 0,75 - 2,45 - 1,65 -
1956 1,00 133;2 3,22 131,4 2,29 138,8
1961 1,15 115,0 4,02 124,8 3,06 133,6
1963 1,25 108,7 4,31 107,2 3,26 106,5
1967 1,40 112,0 5,09 118,1 3,83 117,5
1968 1,60 114,3 5,43 106,7 4,05 105,7

Note: 1) Average Union Rates are average minimum rates
negotiated by Unions.
2) Major cities are those with a population of
100 000 or more.

Source: US Dept. of Labor, Handbook of Labor Statist’cs 1973,
Op.Cit; Table 26.

1.4.3 The Problems of Full or Partial Coverage

The preceding discussion of the effects of Federal minimum
wage legislation on unemployment, occupations and earnings,
has taken no account of the very important fact that the
legislation does not apply to all workers, The US has a
sector which is covered by the Fair Labor Standards Act,
and another which is not, In 1976, coverage was almost
complete in the nmining, manufacturing, construction and
transportation industries, It was less than 85 per cent
in the wholesale and retail trade, finance, insurance and
real estate, and the services industries, and was as low
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as 63 per cent in retail trade.SI) The uncovered sector
accounted for 17 per cent of aggregate non-farm private

employment.

In all industries, therefore, there are some employers who
do not have to pay wages at least equal tc the legal
minimum rate. It is the existence of this uncovered
sector which has allowed several American writers to prove
that minimum wages do reduce employment, and that they are,
therefore, a dangerous policy measure to pursue t a time
when the economic labour absorption rates are low. Welch,
for example, maintains that, in regard to minimum wage
legislation, a 'full coverage' situation is completely
different from a situation with partial coverage.52 In
a competitive market, where there is full coverage and a
legal minimum wage, employment is determined by demand
alone, since supply is entirely elastic, i.e. there is an
excess supply of labour at above-equilibrium wages. With
partial coverage, there are, in effect, two labour markets.
In the covered sector, employment is demand-determined.
Hence, if wages are set above equilibrium levels, fewer
people will be employed than would otherwise be the case.
The excess supply of labour which remains unemployed in
the covered sector, will move to the uncover~d sector,
where legal minimum rates do not apply. In this market,
employment is Jjointly determined by supply and demand, as
it would be in a free, competitive labour market. In the
covered sector, "a rigorously enforced minimum wage law is
quite simply a law that excludes hiring persons with
productivity below the legislated floor."53) 1t is these
people who are forced to move tc the uncovered sector,
where wage rates are depressed, partly because of the
increased supply, and partly becaus: labour's productivity
is low (or, at least, lower than the legal minimum wage).

In the US, there are high proportions of low productivity
workers amongst Negroes, teenagers and women, usuali; as a

51) F Welch, Op.Cit; pp.3-5
52) Ibid; p.8
53) Ibid; p.16
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But there is no doubt that minim'm wages play an import-
ant role in causing unemployment amongst teenagers and
White women,

The redeployment effects of minimum wage legislation
arises from the incomplete coverage of the Fair Labor
Standards Act.?®)  Prior to 1938, nearly half of all
employed teenagers worked in manufacturing industry.

The initial legislation, and subsequent extensions of
coverage, placed almost all manufacturing establishments
in the covered sector. Teenage employment in this
sector fell to 17 per cent in 1955, and has probably
fallen further since then, as coverage increased with
later amendments to the Act.

Although coverage has increased in wholesale and retail
trade, and the services sector, it still remains low, and
teenage employment in these sectors has increased.
"Evidently, uneven industrial coverage hal changed the
industrial pattern of teenage employment."57) It first
moved from manufacturing to retail trade and services.
With increased coverege, it then moved from retail trade
to services, and with further coverage amendments, teenage
employment shifted away from services too. The pattern
is presumably the same for all low skilled workers.,

Retail trade and services are the two largest industry
groups with a relatively large uncovered sector, and are,
at the same time, characterised by a high proportion of
low=-productivity and low-wage workers. Employers in
this group expect workers to be less productive than
average, and their empioyees expect to receive lower than
minimum wages. Minimum wage legislation scarcely affects
such firms and workers, except in so far as rising rates
and increased coverage in other sectors, augments the
supply of labour, and the degree of competition between
workers for Jjobs in this uncovered sector.

56) F Welch; Op.Cit; pp.37-43 passim,
57) Ibid; p.42
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Legislation which aids a large majority of adult males
should not be completely condemned because it has harmful
effects on minority groups. These should rather be
nelped by supplementary measures, such as the US youtn
Corps programmes of the 1960's,

1t should be noted that the 'coverage' argument has
mainly centred around the rising unemployment rates
amongst teenagers, and the fact that their employment
opportunities are becoming more and more confined to firms
in the uncovered sector. The point is, there are still
Jobs available for many of the unskilled and inexperienced
workers in this sector. “mployers do not have to pay tne
legal minimum rate to employees whose productivity is
below that figure., This does not mean, of course, that
all wage rates in the uncovered sector are below the
minimum, 1t merely implies that people working in this
sector are paid according to supply and demand; in other
words, wages will tend to equal labour's marginal revenue
product,

the existence of tuis freely competitive market allows a
similar process to work in tue covered sector, In the
latter, wages must at least equal the legal minimum rate,
but employers use the same criterion of marginal revenue
product when oifering particular rates. There is, thus,
a range of wages whicn varies with the productivity of
labour, However, the law provides a bottom limit, with
the result that an employer will continue to employ
werkers until their marginal revenue produc: is just
equal to the minimum wage, but will n»ot employ those who
are below the legal limit,

Such workers are not, however, automatically unemployed.
There are still opportunities in the uncovered sector
where they may obtain work at prevai.ing market rates.

Ine above discussion has concentrated on tne movement of
unskilled workers from tne covered to tne uncovered
secTor, Buv it is not necessarily a one-way process.

A worker may start as an unskilled labourer in the un-
covered sector, but in timc, he may gain sufficient
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experience and formal training to qualify for skilled
operator status,58) and his marginal revenue product may
then be well above the legal minimum wage. In such a
case, the worker could seek employment in the covered
sector, although there is no compulsion to do so.

There is continual movement of labour, with varying
degrees of skill and experience, between the two sectors.
In general terms, the covered sector offers the skilled
worker a chance to improve his position, while the un-
covered sector provides opportunities both for people with
low levels of skill, aand also for those who need training
and experience before they can move up the occupational
ladder.

The mutual existence of the two sectors also allows wage
differentials, based on skill and experience, to be main-
tained. A typical employee in the covered sector would
be skilled, experienced and, hence, better paid than the
typical labourer in the uncovered sector, Differentials
are important in encouraging people to forego earnings
while they undergo training for professional and technical
posts. On the other hand, people who, for various
reasons, do not have lie characteristics which will enable
them to obtain betler paid occupations, are not excluded
from employment., The uncovered sector generally has a
variety of positions requiring only low levels of skill
end little experience, The combined effect of the two
sectors is to provide Jjob opportunities for all types of
employees.

By legislating a minimum wage rate, even though it is not
applicable to everyone, the government has set a standard
which operates in two ways. It provides a base line for

58) Peter M Blau & Otis D Duncan, The American

Occupational Structure, John Wiley & sons Inc., New
York, 1067 520

; po .
The authors claim that there tends to be upward
mobility amongst peop e whose first Jjob is in low-
status white-collar jobs, or in farm work. By
contrast, those who enter the labour market as blue-
collar workers, tend to remain in such jobs through-
out their working lives.
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place between miners and the mining companies, often
resulting in strike action. By the 1920's, the unions
were in a sufficiently strong position, vis-a-vis their
employers, to have gained acquiescence, if not acceptance,
of the.r principles. Certain tasks could only be per-
formed by skilled :.:ers, who were all White men. The
ratio of skilled . unskilled workers (which, effect-

] ively, meant the White-Black ratio), settled at about

i 1:10.%%)

@ The second factor which influenced labour legislation,
was the growing presence in urban areas of a class of

, people known as the 'poor Whites'.66) These were

‘ mainly ex-farmers who, for a variety of reasons, had been
forced out of their traditional agriculti' - way of life,
] and moved to the towns in sesrch of emplo aent. The

P- majority did not have the necessary skills and experience
; which would have ensured them a position in the growing

' industries. Unemployment was a serious problem amongst

? them, Moreover, their unskilled status placed them in

t direct competition with the Black labour force.

The problem of the miners and the poor Whites, together
with certain political factors, led to a change of
government in 1924, whose members were well aware of the
need for comprehensive legislation in the field of labour
relaticns.,

1.5.2 The Civilised Labour Period: 1924 to 1936

The new coalition government, between the National and
Labour Parties, led by General J B M Hertzog, set out to
g prevent further disruptive action by the miners and other
skilled workers, and to solve the poor White problem.

65) F Wilson, Labour in the South African Gold Mines
1211-1262' CQU.I., on On, ; p.

% 66) Carnegie Corporation Commission, The Poor White
; oblem in Sou rica, Purt 1: Economic Report,
w gg%gt Findings and Recommendations, Stellenbosch,

| See also: D Hobart Houghton & J Dagut, Source
Material on the South African Economy: 1
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different occupations, in separate inducstries and areas,
but always with the implied obJjective of providing a
reasonable standard of living for Whites. Custom soon
allocated work into two classes: some posts were commonly
accepted as 'White', and others were considered 'non-
White'.79)

Both Wage Board determinations and Industrial Council
agreements based wage structures on this division, The
minimum rates for 'White! grades of work were approximately
four times higher than those for 'Black! grades.80

These two Acts, together with other measures, ensured the
success of the civilised labour policy.

1.5.3 The Period from 1937 to 1949

This era started with an amendment to the Wage Act of
1925, under which new clauses introduced the concept of
firms' "capacity to pay", and the need to consider the
cost of 1living in separate parts of the country.81) The
civilised wage criterion was dropped, and ithe Wage Board
adopted a policy of recommending minimum rates for un-
skilled workers, at wages below civilised standards.sa)
The previous policy had succeeded in raising the standards
of White workers, hence the Board concentrated its
attention on the "betterment of the economic conditions of

the lower-paid workers", i.e. non—Whites.83)

The Second World War played an important role in this
change of emphasis. Shortages of skilled White labour

79) Department of Labour, Work Reservation, Op.Cit; p.5.
80) Ibid.

81) F McGregor, Wage Regulation in South Africa, Race
Relations Journal, Vol.7, No.l, 1940; p.5.

82) D E Pursell, South African Labour Policy: 'New Deal!
for Non-whites?, Industrial Relations Journal, Vol.l,
February 1971; p.5Y.

83) W F J Steenkamp, In Quest of Aims and Norms for
Minimum-Wage Fixing in Terms of the Wage Act, SAJE,
Vol.31l, No.4, December 1963; p.250.
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resulted in many Blacks being employed in skilled and semi-
skilled work, previously performed by Whites. The
industrial labour force increased by 125 000, of whomn,

106 000 were Blacks.8h) White artisans were prevented
from using their scarcity position to gain higher and
higher wages, by the appointment, in 1941, of a Controller
of Industrial Manpower, empowered to fix their wages and
places of employment.85) Although the wage gap between
skilled and unskilled workers was reduced, most employees
suffered a drop in real incomes, as the retail price index
rose by 32 per cent between 1939 and 1945.86)

It was largely as a result of rising prices, and the con-
sequent fall ir real incomes, that 'cost of living allow-
ances! were introduced in 1941. Since the Wage Board's
policy was now aimed at improving the position of the low-
est paid, the ellowances favoured this class of workers
more than others. War-time work dilution resulted in
noteworthy occupational advances for the non-White labour
force, which further reduced the White-Black wage differ-
ential,

The ability of firms tc pay higher wages, had, on
occasions, already been considered by the Wage Board,
before the War. The post-war slump re-emphasised the
need to take this factor into account.

The Chairman of the Board stated, in 1940, that the
ability to pay "is certainly one of the most important
influences which affect the Board's proposals."87)

As a result of the changes which took place during this
period, the actual number of minimum wage rates prescribed
by the Board, proliferated. Minimum rates now varied
according to levels of skill, the accepted standards of

84) Wilson and Thompson, Op.Cit; p.36.
85) A Spandau, Op,Cit; p.38.
86) Wilson and Thompson, Op.Cit; p.36.

87) F McGregor, Op.Cit; p.5. Mr McGregor was Chairman
of the Wagé Toard ét this time.
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