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Employed yet poor: low-wage employment and working
poverty in South Africa
Jade Feder and Derek Yu

Department of Economics, University of the Western Cape, Bellville, South Africa

ABSTRACT
Working poverty exists worldwide and has shown an increase in
prevalence over the past few decades. Over the years, there has
been an increase in the number and severity of low-wage
employment, which in turn contributes significantly to poverty.
Whilst paid employment has generally been considered as the
predominant means to survive financially, salaries may be too low
to maintain reasonable living standards. South African research on
low-wage employment and working poverty in particular, are rare.
Using data from the first four waves of the National Income
Dynamics Study, this study fills the existing research gap by
examining low-wage employment, working poverty, and low-
wage poverty. The empirical findings indicated that all three
groups are predominantly lowly-educated, middle-aged African
female employees involved in elementary occupations in the
informal sector.
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1. Introduction

Whilst paid employment is generally considered the predominant means of avoiding poor
living standards, the past two decades have seen a rise in the complex phenomenon of
working poverty1 worldwide (Eardley, 1998; Nolan et al., 2010; Cheung & Chou, 2015).
Over time, low-wage employment (LWE) has increased in both number and severity, con-
tributing significantly to poverty (Nolan & Marx, 1999). While individuals are engaged in
paid work, salaries are too low for households to maintain ‘a reasonable standard of living’
(Cheung & Chou, 2015:318).

Working poverty has been a well-researched problem internationally; in the USA, more
than 11% of the population reside in poor households with at least one employed member
(Brady et al., 2010:560). In Hong Kong, 54% of the population living in poverty were
working poor in 2012 (HKSAR Government, 2013). Sub-Saharan Africa’s working
poverty rate in 2016 was 33.1% for workers earning less than US $1.90 and 30% for
those earning between US $1.90 and $3.10, per day (ILO, 2016).

South Africa remains a country with persistently high levels of poverty and inequality
(Leibbrandt et al., 2016; Statistics South Africa, 2017). Moreover, the incidence of LWE has
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become more concerning with the increasing informalisation of employment (Yu, 2012;
Rogan & Skinner, 2018). Not only are workers paid wages below the amount necessary
to maintain a decent living standard, but legally employees are not entitled to health or
retirement benefits (Lilenstein et al., 2016). Moreover, low-wage work is generally associ-
ated with poor working conditions and job insecurity, such as an environment detrimental
to employee health and safety, discrimination by employers, excessive work hours, insuffi-
cient opportunities for skills development, as well as a lack of surety or legal protection
regarding continuation of employment (Sverke et al., 2006; Alli, 2008; Bryson &
Freeman, 2013).

While wage employment is generally expected to reduce poverty incidence, some
employees remain poor as wages are too low to alleviate them and their family members
out of poverty. Thismay be themost intuitive cause of working poverty, but the relationship
between LWE and working poverty is not as straightforward as one may believe. Multiple
studies actually reveal a weak relationship between the two factors, while still emphasising
that LWEmay be a contributing factor in the evaluation of working poverty (Nolan&Marx,
2000; Crettaz & Bonoli, 2010; Halleröd et al., 2015). The relationship between low earnings
and working poverty also remains inexplicit. Low labour force participation, low work
intensity and the presence of a high number of dependent householdmembersmay all con-
tribute towards the increase of working poverty (Crettaz & Bonoli, 2010; Cheung & Chou,
2015; Lilenstein et al., 2016; Kenworthy & Marx, 2017).

While a plethora of local studies on poverty and inequality (e.g. Tregenna & Tsela,
2012; Van der Berg, 2014; Akanbi, 2016; Leibbrandt et al., 2016; Statistics South Africa,
2017) exist in literature, only a handful of studies deal with LWE and working poverty
(to be discussed in Section 2.2). However, these studies did not examine these two
phenomenons comprehensively over a long duration, not to say they also did not empiri-
cally investigate whether some workers suffer both LWE and working poverty at the same
time. The following research questions thus arise: who are the low-wage employed,
working poor and low-wage poor (i.e. low-wage employed and working poor simul-
taneously), and what are the odds of each phenomenon taking place? This study aims
to answer these questions to fill the existing local research gap, by using data from the
first four waves of the National Income Dynamics Study (NIDS), which took place in
2008, 2010/2011, 2012 and 2014/2015, respectively.

2. Literature review

2.1. Definition of key concepts

Two common definitions of ‘low wage’ exist in literature. Firstly, the absolute definition is
based on ‘an estimation of what a household requires to earn above the income poverty
threshold’ (Grimshaw, 2011:3). An absolute low-wage threshold is useful to analyse the
relationship between LWE and poverty, because the threshold is linked to the poverty
line (Altman, 2007; Visser & Meléndez, 2015). For example, Oosthuizen (2012) sets an
absolute low-wage threshold at US $2 per day. The second definition sets the low-wage
threshold based on ‘a percentage of the median or average wage for the economy’ (Grim-
shaw, 2011:3). Thus, a comprehensive relative threshold, endorsed by the OECD, is two-
thirds of median wage in the base year (OECD, 1996, 2015).
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The term ‘working poor’ refers to those who work and reside in poor households
(Majid, 2001; Strengmann-Kuhn, 2004; Gunatilaka, 2010; ILO, 2016). This implies
further inspection into who is deemed a worker and what constitutes poverty (Fleury &
Fortin, 2006:10). For example, Mosisa (2003:13) only considers persons who spend at
least 27 weeks either working or looking for work in his approach, whereas Altman
(2007) includes only persons defined as workers earning less than R2 500 per month
when identifying the working poor.

It is also important to adopt a working poor definition that is not only based on the
poverty line, but also takes into account a country’s labour market characteristics, such
as the size of the working-age population, labour force participation rate and unemploy-
ment rate.2 Moreover, by examining labour market characteristics and poverty data sim-
ultaneously, working poverty estimates that provide ‘a clearer picture of the relationship
between poverty and employment’ can be obtained (Kapsos, 2004:2).

2.2. Review of past empirical studies

While there are numerous international studies on LWE (Stewart, 2007; Cuesta & Sal-
verda, 2009; Lee & Sobeck, 2012; Visser & Meléndez, 2015; Schnabel, 2016), to the
authors’ knowledge, only three South African studies exist. First, Valodia et al. (2006)
examined LWE using the 2000 and 2004 Labour Force Survey (LFS) data. Two
monthly low-wage thresholds were used, namely R1 000 and R2 500, in constant 2000
prices. Upon including all workers for the analysis, LWE probability increased from
46.7% to 50.1% and 22.2% to 26.6% using the former and latter thresholds, respectively.
The majority of the low-wage workers were Africans below 45 years and without
Matric. Moreover, LWE probability was significantly higher (90%) for those in agriculture
and private household sectors.

Second, Altman (2007) used the R2 500 per month threshold to examine LWE with the
aid of the 2004 LFS data, and found that LWE probability was above 80% for workers in
the agriculture and private household industries, as well as three broad occupation cat-
egories, namely skilled agriculture, elementary occupations and domestic workers. The
third author, Oosthuizen (2012), only included employees with non-zero earnings when
analysing the 2001 and 2007 LFS data. The author calculated the low-wage threshold at
two-thirds of the 2007 median hourly wage, adjusted for inflation. This yielded a real
threshold of R6.14 and R8.33 for 2001 and 2007 respectively, in constant 2007 prices.
The empirical findings indicated that low-pay employees accounted for 38% of total
wage employment in 2001, but this proportion dropped to 32% in 2007. Moreover,
lowly-educated female Africans engaged in informal, domestic work were associated
with significantly higher odds of LWE.

Moving on to working poverty, numerous international studies have been conducted
over the years, such as Eardley (1998), Brady et al. (2010), Crettaz & Bonoli (2010), Guna-
tilaka (2010), Cheung & Chou (2015), Horemans et al. (2016) as well as Hick & Lanau
(2017), but few local studies exist. Rogan & Reynolds (2015) examined the 1997–99
October Household Survey (OHS) and 2004–12 General Household Survey (GHS) data.

2In this study, two key criteria, namely labour market status (a person-level variable) and poverty status (a household-level
variable) are used to distinguish the working poor – to be explained in Section 3.
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They adopted the lower-bound (R323) and upper-bound (R593) per capita per month
poverty lines in 2000 prices, with more emphasis on the former threshold. The empirical
findings indicated that the working poverty rate declined from 28.8% in 1997 to 21.4% in
2012, whereas the overall poverty rate dropped from 59.53% to 48.06% when the full
population was included. In addition, the percentage of working poor individuals residing
in households that received at least one type of social grant increased rapidly from 18% to
63% between 1997 and 2012. The study also found that social grant income’s relative con-
tribution to working poverty reduction rose slightly from 2% to 3% during the same
period.

Lilenstein et al. (2016) investigated which groups of employees were most vulnerable to
poverty, by analysing the third wave of the NIDS data. Using the poverty threshold of
R649 per capita per month in 2012 December prices, the empirical findings derived by
the authors indicated a poverty rate of 17% among employed workers and 19% among
households with at least one employed member. In addition, poor workers were predomi-
nantly female African3 rural residents with low educational attainment, and were either
casually employed or self-employed.

Finn (2015) also used the third wave of NIDS data and a poverty line of R1 319 per
month per capita (in 2015 April prices) to examine the relationship between wages and
poverty; the sample was restricted to employees who earned a non-zero wage and
worked at least 35 h per week. Poor workers were found to be predominantly African
urban residents working in the tertiary sector, in particular the trade industry. The
author also derived a working poverty line based on workers who lived in poor households
and the mean wage that they earned. This line was estimated at R4 125 per month, inter-
preted as the minimum wage required for the working poor to escape poverty. Using this
working poverty line, the author found that the working poverty rate exceeded 80% for
agricultural (89.6%) and domestic (95.2%) workers.

Lastly, Vermaak (2010) conducted sequential regression multivariate imputation
(SRMI) to impute missing values for the 2000 and 2006 LFS earnings data, before using
the R150 and R500 per capita per month (in 2000 prices) thresholds to examine
working poverty. After the SRMI, the working poverty rate dropped from 5% to 3%
and from 25% to 18% at each threshold, respectively.

Table A1 in the Appendix summarises the key empirical findings of the above reviewed
past local studies. It can be seen that the NIDS data was seriously under-utilised to
examine LWE and working poverty over time, not to say low-wage poverty was not exam-
ined at all locally.

3. Method and data

3.1. Method

In the first part of the empirical analysis, we present descriptive statistics on the incidence
of LWE and working poverty. Regarding the former, we employ both the absolute and
relative approaches to measuring LWE. First, an absolute threshold is set in accordance
with the proposed national minimum wage legislation, that is, R3 500 per month in

3There are four population groups in South Africa, namely Africans, Coloureds, Indians and Whites. The first three groups of
people are collectively known as ‘Blacks’.
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nominal terms at the time of 2017 May (Republic of South Africa, 2017; Bhorat & Stanwix,
2018). Regarding the relative approach, we calculate the low-wage threshold at two-thirds
of the median hourly wage in the base year. Since existing literature provides great uncer-
tainty as to which year should be the base year, we derive three relative thresholds. To sum
up, the four low-wage thresholds in 2016 December prices are:

. Threshold [A]: the proposed national minimum wage of R3 264.93 per month – this
amount is used in all four waves of NIDS data to identify the low-wage employed;

. Threshold [B]: Two-thirds of the monthly median earnings with the earliest survey as
the base year (wave 1 in 2008) which amounts to R1 465.20, before we use this amount
to distinguish the low-wage employed in all four waves;

. Threshold [C]: Two-thirds of the monthly median earnings with the latest survey as the
base year (wave 4 in 2014–15) which amounts to R1 798.56, and we use this amount in
all four waves to classify the low-wage employed;

. Threshold [D]: Two-thirds of the monthly median earnings for each wave of NIDS, that
is, wave 1: R1 465.20; wave 2: R1 893.94; wave 3: R2 040.82; wave 4: R1 798.56.

Threshold [D] is the focus of the forthcoming empirical analysis unless stated other-
wise. Also, whilst this study utilises the term ‘low-wage’ rather than ‘low-earnings’,
LWE is estimated using monthly earnings.

Next, descriptive statistics on the incidence of working poverty are determined, with the
aid of the upper bound poverty line of R779 per capita, per month in 2011 prices, as
derived by Statistics South Africa (2015). This is equivalent to R1 071 in 2016 December
prices. An individual is considered working poor if he or she is employed and resides in a
household whose monthly per capita income falls below the poverty threshold (Streng-
mann-Kuhn, 2004; Rogan & Reynolds, 2015). Thus, the working poor definition incorpor-
ates ‘two statistical units’, namely the individual and household. The individual forms the
basis for determining the working classification while the household forms the basis for
determining the poor classification (Majid, 2001:272–73). The study also estimates the
incidence and probability of being both low-wage employed and working poor, that is,
low-wage poor. Table 1 summarises how the three groups of workers are distinguished.

With regard to the econometric model, Table 1 suggests that the two outcomes, LWE
and working poverty, are not independent of each other in that an individual may be
working poor because he or she is low-wage employed. Moreover, the severity of his
working poverty status may increase as his LWE status persists. ‘In such an instance
bivariate probit models would be appropriate as they allow for the interdependence of out-
comes’ (Chisadza, 2015:12).

Table 1. Summary of employed population groups.
Poor Not poor

Low-wage A B
Not low-wage C D

Low-wage employment rate: (A + B)/(A + B + C + D).
Working poverty rate: (A + C)/(A + B + C + D).
Low-wage poverty rate: (A)/(A + B + C + D).
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This model contains two binary dependent variables, namely LWE and working
poverty status. Two separate equations, each with its own error term, are jointly modelled.
There may be a correlation between the error terms of the two equations, however. That is,
both equations may have unobserved variables in common which impact both outcomes
(Cotei & Farhat, 2011). If the error terms in the two equations are correlated, the model
would yield more efficient parameters than when modelling the two dependent variables
separately with univariate probit models (Meng & Schmidt, 1985).

The bivariate probit model estimates correlation between the error terms of the two
equations, represented by correlation coefficient (rho). If rho is positive, the error terms
of the two equations are correlated and the two outcomes are best modelled jointly
(Oyekale, 2015). One shortcoming of this model is that it only derives coefficients and
not marginal effects, making detailed interpretation challenging. The coefficients only
express the direction of the impact the explanatory variable has on the dependent variable,
and not the magnitude of the impact (Chisadza, 2015).

The bivariate probit models include demographic (age, gender, population group and
geographic location), education (years of educational attainment), work (employment
type, occupation, industry and sector) and household-level (number of children, elderly,
employed members and unemployed members) explanatory variables to control for the
impact that these characteristics may have on LWE and working poverty probabilities.

For the final part of the empirical analysis, we only include those who were employed in
all four waves (4.26 million in weighted terms) to examine the changes in LWE status over
time. We distinguish three categories of low-wage employed: chronically (three to four
waves), transitorily (one to two waves) and never low-wage employed, before we investi-
gate the profile of each category. We also conduct the same analysis on the working poor
and low-wage poor by classifying them into three groups.

3.2. Data

Data from the first four waves of NIDS is utilised. NIDS is South Africa’s first national
panel study, conducted by the Southern Africa Labour and Development Research Unit
at the University of Cape Town. The sample size is 28 226, 34 085, 37 397 and 42 337
individuals for waves 1, 2, 3 and 4 respectively (Chinhema et al., 2016). The empirical
analysis in Sections 4.1 and 4.2 utilises the full NIDS samples with post-stratified
weights, whereas only the balanced panel component is analysed with the results
weighted with the panel data weight (which is available when the wave 4 data was
released) in Section 4.3.

We use NIDS data for the study because it contains information on both person-level
labour income (necessary for analysing LWE) and household income (necessary for ana-
lysing working poverty). There is only limited information on work activities despite the
availability of both personal and household income data in the Income and Expenditure
Survey, whereas the Quarterly Labour Force Survey only captures personal income. The
GHS collects both person-level labour income and household expenditure, but the latter
is captured in bands with only 10 intervals provided.

Finally, NIDS allows for the capture of multiple labour income sources, with total
labour income being the sum of income earned from these sources: primary and secondary
jobs; casual work; self-employment; 13th cheque; profit share; extra payment on a piece-
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rate basis; other bonuses from the primary job; other sources; and helping a friend with
their business.

4. Empirical findings

4.1. Descriptive statistics

Table A2 in the Appendix shows that, despite some fluctuations during the 7-year period,
LWE probability decreased between waves 1 and 4 across all four low-wage thresholds. A
similar downward trend was observed by Valodia et al. (2006) and Oosthuizen (2012) for
the 2000–04 and 2001–07 periods, respectively. In all four waves, LWE probability was the
highest using the absolute threshold [A]. In fact, the estimates were 20–30 percentage
points higher than those derived using the three relative thresholds [B]-[D].

Figure 1 shows that of the total employed population, the working poverty rate
decreased continuously from 35.3% to 25.8% between waves 1 and 4. This coincides
with the general downward trend in poverty incidence as found by the recent South
African studies (Leibbrandt et al., 2010; Bhorat et al., 2014; Van der Berg, 2014). Nonethe-
less, there was still one quarter of workers being distinguished as poor in wave 4. The odds
of someone being both low-wage employed and working poor is also shown in the figure
as well as Table A3 in the Appendix – the probability dropped from 25.9% to 18.8%.

The demographic characteristics of the low-wage employed, working poor and low-
wage poor in waves 1 and 4 are presented in Table 2. These three groups share a
similar profile: they were predominantly females (slightly above 50% share), Africans
(90%), aged 38 years on average, without Matric (this share was approximately 80%),

Figure 1. Low-wage employment, working poverty and low-wage poverty probabilities.
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and residing in urban areas in the KwaZulu-Natal and Gauteng provinces. On average,
there were five household members, with two of them being employed.

In terms of labour market characteristics, Table 3 shows that for all three groups, the
majority of them were employees (about 50%) involved in elementary occupations
(40% share in wave 4), the private households, community, social and personal (CSP) ser-
vices as well as the wholesale and retail trade industries (about 20% share in each broad
industry category). Finally, the low-wage employed, working poor and low-wage poor
mainly worked in the informal sector (the respective shares being 72%, 63% and 73% at
the time of wave 4).

Table 2. Demographic characteristics of low-wage employed, working poor and low-wage poor, wave
1 versus wave 4 (%).

Low-wage employed Working poor Low-wage poor

Wave 1 Wave 4 Wave 1 Wave 4 Wave 1 Wave 4

Gender
Female 55.26 54.00 51.05 52.90 56.77 56.03
Male 44.74 46.00 48.95 47.10 43.23 43.97
Race
African 86.27 83.50 90.05 86.37 91.02 87.14
Coloured 8.87 11.25 8.53 10.14 7.84 9.16
Indian 2.02 0.80 0.37 0.78 0.28 0.68
White 2.84 4.45 1.06 2.71 0.87 3.02
Age cohort
Age 15–24 years 19.42 15.28 18.01 14.29 19.29 14.18
Age 25–34 years 29.14 29.12 29.23 31.71 27.97 28.17
Age 35–44 years 24.96 25.49 25.01 27.33 24.87 27.70
Age 45–54 years 17.03 20.95 19.23 19.29 18.73 21.66
Age 55–65 years 9.45 9.15 8.52 7.37 9.13 8.28
Mean age in years 37.48 38.10 37.42 37.29 37.62 38.16
Education
None 12.17 5.04 10.34 5.09 12.90 5.86
Incomplete primary 20.17 15.48 20.82 14.25 23.32 16.94
Incomplete secondary 50.35 56.82 51.13 58.22 49.26 57.84
Matric 13.62 14.68 13.99 15.37 11.80 13.10
Matric + Cert./Dip. 3.13 7.46 3.15 6.93 2.37 6.23
Degree 0.24 0.48 0.03 0.08 0.01 0.01
Other/unspecified 0.33 0.03 0.55 0.07 0.33 0.02
Mean years of education 7.44 8.83 7.59 8.88 7.07 8.51
Area type
Traditional 34.44 32.45 38.33 37.85 41.61 40.81
Urban 51.36 61.93 50.09 56.72 46.19 54.17
Farms 14.20 5.62 11.58 5.43 12.20 5.01
Province
Western Cape 9.98 12.32 9.96 10.87 8.86 9.13
Eastern Cape 9.87 13.90 10.90 14.76 10.94 17.34
Northern Cape 2.82 2.30 2.59 2.11 2.67 2.10
Free State 6.36 6.34 6.28 6.63 6.61 6.92
KwaZulu-Natal 29.31 18.30 29.92 20.29 32.39 19.03
North West 6.86 3.82 6.05 3.87 5.73 3.50
Gauteng 18.95 24.72 18.71 20.70 16.49 20.27
Mpumalanga 7.39 7.82 7.91 9.46 8.04 9.14
Limpopo 8.46 10.48 7.67 11.31 8.26 12.57
Total 100.00 100.00 100.00 100.00 100.00 100.00
Household composition
Mean household size 4.85 4.32 5.67 5.68 5.50 5.16
Mean number of children 1.62 1.37 2.07 2.10 2.00 1.88
Mean number of elderly 0.27 0.22 0.26 0.23 0.28 0.23
Mean number of employed 1.89 1.75 1.84 1.76 1.89 1.71
Mean number of unemployed 0.43 0.26 0.62 0.42 0.54 0.36
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4.2. Econometric analysis

Table 4 presents the results of the bivariate probit regressions in waves 1 and 4. Females
were significantly more likely to be both low-wage employed and working poor in both
waves. With regard to population group, coloured, Indian and white workers were signifi-
cantly less likely to be low-wage employed and working poor in wave 1 only. These two
probabilities significantly declined as the worker became older, as indicated by the nega-
tive coefficient which increased in absolute terms across the older age cohorts. The results
on the province dummies are somewhat mixed. Nonetheless, the general finding is that
Gauteng workers were significantly less likely to be low-wage employed and working
poor, whereas the opposite took place for the Northern Cape and KwaZulu-Natal
workers, compared to Western Cape (reference province category). There was also a sig-
nificant but concave relationship between education years and these two probabilities, that
is, LWE and working poverty probabilities declined at an increasing rate as the years of
educational attainment of the worker increased.

Table 3.Work characteristics of low-wage employed, working poor and low-wage poor, wave 1 versus
wave 4 (%).

Low-wage employed Working poor Low-wage poor

Wave 1 Wave 4 Wave 1 Wave 4 Wave 1 Wave 4

Employment type
Employee 44.49 48.83 53.22 58.25 41.73 48.04
Self-employed 21.94 22.10 18.51 17.97 22.26 22.11
Casual worker 15.78 22.66 14.13 18.67 16.75 22.88
Unclassified 17.79 6.41 14.14 5.11 19.27 6.96
Total 100.00 100.00 100.00 100.00 100.00 100.00
Occupation
Managers 1.04 0.98 1.06 1.32 0.96 0.73
Professionals 1.79 2.87 2.35 2.89 1.60 2.93
Technicians 0.81 1.69 1.60 1.69 0.90 1.33
Clerks 2.58 1.46 3.21 1.90 2.32 0.92
Services workers 6.77 24.05 9.26 22.88 5.93 22.75
Skilled agriculture 8.15 0.51 5.62 0.43 6.62 0.53
Traders 9.43 15.46 12.25 15.76 8.46 15.01
Operators 4.67 6.06 6.95 7.57 4.72 6.10
Elementary occupation 32.27 39.53 31.20 39.25 34.70 41.54
Other/unspecified 32.49 7.40 26.52 6.32 33.80 8.15
Total 100.00 100.00 100.00 100.00 100.00 100.00
Industry
Agriculture 9.01 7.68 7.24 7.93 7.85 8.18
Mining 0.72 0.39 0.91 0.92 0.17 0.52
Manufacturing 5.56 7.91 7.36 8.67 4.60 8.45
Utilities 0.06 0.87 0.21 0.85 0.09 0.97
Construction 3.54 10.81 4.49 10.70 3.15 10.38
Wholesale and retail 5.55 17.27 8.28 19.91 5.40 16.69
Transport and storage 1.16 4.05 1.81 3.61 1.36 3.28
Finance 2.47 3.18 3.26 4.68 1.87 2.40
CSP services 4.15 17.64 6.53 17.94 4.43 18.61
Private household 9.70 23.00 9.29 18.72 10.02 22.43
Other/unspecified 58.08 7.20 50.61 6.07 61.07 8.10
Total 100.00 100.00 100.00 100.00 100.00 100.00
Sector
Informal 59.53 72.44 54.89 62.80 61.09 72.76
Formal 22.67 21.15 30.97 32.09 19.64 20.28
Unclassified 17.79 6.41 14.14 5.11 19.27 6.96
Total 100.00 100.00 100.00 100.00 100.00 100.00
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Table 4. Bivariate probit regressions on low-wage employment and working poverty likelihoods, waves
1 and 4.

Coefficient

Low-wage employed Working poverty

Wave 1 Wave 4 Wave 1 Wave 4

Female 0.5685*** 0.3961*** 0.1960*** 0.1180**
Coloured −0.2302** 0.1238 −0.4636*** 0.2534
Indian −0.5419** 0.1492 −2.1832*** 0.2892
White −0.6683*** −0.2986 −1.0462*** −0.3694
Age 25–34 years −0.3311*** −0.2657*** −0.2965*** −0.2094**
Age 35–44 years −0.4962*** −0.3113*** −0.5120*** −0.1972**
Age 45–54 years −0.6921*** −0.2658*** −0.4070*** −0.3254***
Age 55–65 years −0.7174*** −0.5962*** −0.5318*** −0.7081***
Urban −0.1545** −0.3664*** −0.3544*** −0.3951***
Western Cape −0.0979 N/A† 0.0556 N/A†

Northern Cape 0.1291 0.3826*** −0.0309 0.4048***
Free State 0.2218 0.0895 0.0552 −0.1462
KwaZulu-Natal 0.1409 0.3114*** 0.2183** 0.3099***
North West 0.0417 0.2079*** −0.2727* 0.0649
Gauteng −0.3355*** −0.1771* −0.3251*** −0.2319**
Mpumalanga −0.1008 0.0934 −0.2599** −0.0083
Limpopo −0.2334 −0.0607 −0.5505*** 0.0216
Years of education 0.0349 0.0666** 0.1313*** 0.0940***
Years of education-squared −0.0106*** −0.0107*** −0.0161*** −0.0122***
Occupation: Professionals −0.0364 0.1091 0.0475 0.0124
Occupation: Technicians −0.1706 0.2199 0.4876* 0.0182
Occupation: Clerks −0.0388 0.0862 0.2387 −0.0760
Occupation: Service workers 0.1298 0.5882*** 0.3630 0.3569*
Occupation: Skilled agricultural workers 0.8707*** 0.4278 0.5276** 0.2699
Occupation: Traders 0.0664 0.3870* 0.3436 0.3352
Occupation: Operators −0.0143 0.5725** 0.2762 0.5484**
Occupation: Elementary occupations 0.4615** 0.9091*** 0.5819*** 0.6855***
Occupation: Other 0.5155** 0.2552 0.5875** 0.2778
Industry: Agriculture 0.5449** 0.8396*** 0.4965*** 0.8147***
Industry: Manufacturing 0.3238 1.0430*** 0.4702*** 0.9671***
Industry: Utilities −0.6273 0.5040 0.1070 0.6858**
Industry: Construction 0.6504** 0.9723*** 0.7356*** 0.9006***
Industry: Wholesale and retail 0.3524 1.0154*** 0.7501*** 1.1090***
Industry: Transport, storage and communication 0.1592 0.7752*** 0.2873 0.5614**
Industry: Finance 0.2763 0.8046*** 0.3595* 0.9232***
Industry: Community, social and personal services 0.0496 1.1610*** 0.3250* 1.0330***
Industry: Private household 0.2871 0.9586*** 0.4585** 0.8775***
Industry: Other 0.2201 1.0014** 0.4120** 1.1999***
Informal 0.5162*** 0.7596*** 0.4169*** 0.4633***
Self-employed 0.9061*** 0.8138*** 0.5158*** 0.3162***
Casual worker 0.7917*** 0.9821*** 0.4092*** 0.5847***
Unclassified employed 2.3080*** 3.3248*** 0.6458*** 1.1656***
Children 0.0730* 0.0062 0.2442*** 0.1070***
Elderly 0.1636** −0.0012 −0.2306*** −0.2473***
Household size −0.0350 0.0194 0.1900*** 0.2567***
Employed household members 0.0843* −0.0659 −0.4457*** −0.5184***
Unemployed household members 0.0432 0.0348 0.2908*** 0.1652***
Constant −0.3786 −1.9165*** −0.7326** −2.0745***
Number of observations 6 518 9 124 6 518 9 124
Prob > Chi-squared 0.0000 0.0000 0.0000 0.0000
Rho 0.6870 0.6502 0.6870 0.6502

***Significant at 1%; **Significant at 5%; *Significant at 10%.
†Omitted due to collinearity.
Note: Reference categories: gender – male, race – African, age cohort – 15–24 years, area type – rural, province – Eastern
Cape, broad occupation category – managers, broad industry category – mining, sector – formal; employment type –
employees.
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Moving onto the coefficients of the explanatory variables in connection with work
characteristics, compared to the reference occupation category (i.e. managers), workers
involved in elementary occupations suffered significantly greater odds of LWE and
working poverty in both waves. These probabilities were only positive and significant
for skilled agricultural workers in wave 1, as well as service workers and operators in
wave 4. With regard to the industry dummy variables, compared to the mining workers
(reference category), in general, workers from other broad industry categories were signifi-
cantly more likely to be low-wage employed (wave 1) and working poor (both waves). Fur-
thermore, LWE and working poverty probabilities were significantly higher for informal
sector workers, self-employed and casual workers.

Finally, for the household-level explanatory variables, the empirical findings suggest
that LWE and working poverty probabilities significantly increased for workers coming
from large-sized households with the presence of more children. However, these odds
decreased significantly for workers living in households with the presence of more
elderly and employed adult members.

4.3. Further analysis

In this section, only those who were employed in all four waves are included for the analy-
sis. First, Table 5 shows that more than half of workers in the balanced panel were never
low-wage employed (56%), working poor (58%) and low-wage poor (70%), during the 7-
year period. In contrast, 17%, 18% and 9% were chronically low-wage employed, working
poor and low-wage poor respectively.

Table 6 presents findings for the transitions in LWE, working poverty and low-wage
poverty respectively, between waves 1 and 4. Starting with LWE, 55% of low-wage
employed in wave 1 no longer suffered this status in wave 4. Next, about 60% of
working poor individuals in wave 1 exited this status at the time of wave 4, whereas
62% of those who were initially low-wage poor no longer suffered this inferior status in
wave 4.

Lastly, Tables A4 and A5 in the Appendix presents the profile of the three groups at the
time of wave 4. The majority of chronically low-wage employed are lowly-educated
(without Matric), middle-aged (35–45 years) female Africans who resided in urban
areas and the Gauteng and KwaZulu-Natal provinces, and worked as informal sector
employees in elementary occupations as well as private household, wholesale and retail
industries. The respective profiles of the chronically working poor and chronically low-
wage poor are highly similar, except that for the former group it was rather the male
share being dominant.

Table 5. Different groups of low-wage employed, working poor and low-wage poor workers, in the
balanced panel.

Low-wage employment Working poverty Low-wage poverty

Frequency Percentage Frequency Percentage Frequency Percentage

Never 2 404 902 56.47 2 479 543 58.23 2 997 330 70.38
Transitory 1 151 044 27.03 1 031 160 24.21 892 219 20.95
Chronic 702 567 16.50 747 810 17.56 368 964 8.66
Total 4 258 513 100.00 4 258 513 100.00 4 258 513 100.00
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5. Conclusion

This study examined LWE, working poverty and low-wage poverty by examining the first
four waves of the NIDS data. The LWE, working poverty and low-wage poverty rates, as
percentage of total employment, decreased between waves 1 and 4. These three socio-
economic conditions are largely experienced by female, African, middle-aged and
urban-resident workers, as well as informal sector workers and workers employed in
elementary occupations and in the private household industry. Moreover, findings
revealed that, on average, all three groups of workers resided in households with five
household members, only two of which were employed. The balanced panel component
analysis also found that the chronically low-waged employed, working poor and low-
wage poor shared almost the same characteristics as discussed above.

It is evident that previously disadvantaged workers (women and African) still face a
greater risk of earning low wages and being poor. This may be linked to low educational
attainment, a factor revealed to also increase the probability of LWE and working poverty.
Past discriminatory laws in South Africa limited access to quality education by African and
female citizens; whilst over 20 years has passed since the abolishment of such laws, the
effects of its initial existence are still felt. Government should focus on policy aimed at pro-
viding affordable (if not free) quality education and skills training to previously disadvan-
taged communities. Moreover, the education and training programmes should focus on
skills and competencies demanded by the labour market (Festus et al., 2016; Lilenstein
et al., 2016).

Similarly, LWE and working poverty are highly associated with unstable work environ-
ments and security such as those experienced by workers in the informal sector and
workers with low-skilled occupations (for example, workers in elementary occupations
such as domestic workers, street vendors and those who perform simple construction
tasks). Policy prescriptions should aim to promote economic growth and infrastructure
development within the informal sector, and increase awareness and enforcement of
labour regulations with respect to workers in low-skilled or elementary occupations
(Valodia et al., 2006; Oosthuizen, 2012; Murahwa, 2016). Focus should be placed on creat-
ing quality jobs and transforming existing unstable, low-paying jobs to more stable work

Table 6. Low-wage employment, working poverty and low-wage poverty transition matrices (row
totals): wave 1 versus wave 4.

Low-wage employment

Wave 4

Not low-wage employed Low-wage employed

Wave 1 Not low-wage employed 91.85 8.15
Low-wage employed 55.02 44.98

Working poverty
Wave 4
Not working poor Working poor

Wave 1 Not working poor 92.75 7.25
Working poor 59.47 40.53

Low-wage poverty
Wave 4
Not low-wage poor Low-wage poor

Wave 1 Not low-wage poor 95.86 4.14
Low-wage poor 61.72 38.28
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environments that pay workers higher earnings (Rogan & Reynolds, 2015). Government
and the private sector should provide small and informal business owners with easy access
to financial and organisational support. That is, to provide them with the skills and knowl-
edge on how to manage and grow their businesses in terms of finances, supply chain pro-
cesses, employees, customer service and its responsibility to the community and
environment (Jiyane et al., 2013; Policy, Strategy, Information and Research Department,
2016). Furthermore, there should be an increase in the awareness of minimum statutory
employment conditions among elementary occupation workers and employers, together
with the implementation of effective mechanisms to monitor and enforce compliance
(Murahwa, 2016).

Increasing the national minimum wage for all sectors may be somewhat contentious.
Households cannot meet their basic needs with the current minimumwage, while employ-
ers cannot afford an increased minimum wage without running the risk of having to let
workers go. The level of minimum wage also does not assist self-employed persons (Lilen-
stein et al., 2016). In this case, the state may assist businesses with special taxation benefits,
wage subsidies and training opportunities for workers (Levinsohn et al., 2014; Ruzek,
2014; Makgalemele, 2017).

Also, workers with similar occupations should be encouraged, informed and assisted
with the unionisation and formation of their own companies. For example, the number
of household cleaning service companies has seen rapid growth over the years (Du
Toit, 2013). With the formation and proper management of such outsourced companies,
elementary occupation workers such as domestic workers, gardeners and labourers can
also access financial assistance, tax and wage benefits, and training opportunities
through their companies. Moreover, the creation of such companies allows for collective
representation, which in turn allows for better monitoring and compliance of employment
regulations, consequently increasing job security (Murahwa, 2016). The provision of these
aids will require consistent monitoring to ensure that businesses are regularly up-skilling
their staff and legally taking advantage of tax and wage benefits, to alleviate LWE and
working poverty.

The composition of households also plays a significant role in the increased probability
of earning low wages and being poor. Results show that larger households with many chil-
dren not only increase the odds of LWE and working poverty, but it also increases the dur-
ation in which these socio-economic conditions are experienced. The additional financial
responsibility brought on by children, coupled with low educational attainment and work
experience, exacerbates working poverty. Thus, the public and private sectors, non-profit
organisations and community members themselves should set up campaigns which
increase awareness around effective family planning and the importance of education.
These initiatives are particularly important at institutions where many young people are
situated, such as schools, universities, libraries and malls (Program for Appropriate Tech-
nology in Health (PATH) and United Nations Population Fund, (UNFPA) 2006; Longwe
et al., 2012).
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Appendix

Table A1. Summary of the results of past local studies on low-wage employment and working poverty.
Study Data Threshold(s) Key findings
Low-wage employment (LWE)
Valodia et al.
(2006)

2000 and 2004
LFS

R1 000
R2 500
(2000 prices)

LWE rate increased from 47% to 50%
LWE rate increased from 22% to 27%

Altman (2007) 2004 LFS R2 500
(2004 prices)

LWE rate was 80% in agriculture and private household
industries, and unskilled occupation categories

Oosthuizen
(2012)

2001 and 2007
LFS

R6.14 in 2001
R8.33 in 2007
(2007 prices,
hourly wage)

LWE rate decreased from 38% to 32%

Working poverty
Rogan & Reynolds
(2015)

1997–99 OHS &
2004–2012 GHS

R323
(2000 prices)

Working poverty rate decreased from 29% to 21% between
1997 and 2012

Lilenstein et al.
(2016)

2012 NIDS R649
(2012 prices)

Working poverty rate was 17% amongst employed and 19%
amongst households with at least one employed member

Finn (2015) 2012 NIDS R1 319
(2015 prices)

The majority of working poor individuals was African urban
residents working in the tertiary sector.

Vermaak (2010) 2000 and 2006
LFS

R150
R500
(2000 prices)

Working poverty rate dropped from 5% to 3%
Working poverty rate dropped from 25% to 18%

Table A2. Low-wage employed as percentage of the total employed population, using different
thresholds.

Threshold [A] Threshold [B] Threshold [C] Threshold [D]
Wave 1 61.03 36.02 43.15 36.02
Wave 2 52.75 27.63 34.92 36.25
Wave 3 54.66 25.30 31.14 35.22
Wave 4 56.02 27.12 32.21 32.21

Table A3. Low-wage employment versus working poverty (%) in each wave.
Wave 1

Not poor Poor Total
Not low-wage 54.51 9.47 63.98
Low-wage 10.18 25.85 36.02
Total 64.69 35.31 100.00

Wave 2
Not low-wage 55.07 8.69 63.75
Low-wage 13.23 23.02 36.25
Total 68.30 31.70 100.00

Wave 3
Not low-wage 57.81 6.97 64.78
Low-wage 14.14 21.08 35.22
Total 71.95 28.05 100.00

Wave 4
Not low-wage 60.88 6.91 67.79
Low-wage 13.37 18.84 32.21
Total 74.25 25.75 100.00
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Table A4. Demographic characteristics of low-wage, working poor and low-wage poor workers in
wave 4, balanced panel (%).

Low-wage employment
frequency Working poverty frequency Low-wage poverty frequency

Never Transitory Chronic Never Transitory Chronic Never Transitory Chronic
Gender
Female 34.48 36.73 54.95 36.21 38.72 45.58 35.35 39.45 61.34
Male 65.52 63.27 45.05 63.79 61.28 54.42 64.65 60.55 38.66
Race
African 65.58 84.13 86.03 65.07 85.63 87.41 68.25 88.91 84.33
Coloured 9.39 10.57 10.36 9.10 10.72 11.25 10.12 7.71 13.09
Asian 5.19 0.97 3.41 5.11 2.22 1.35 4.50 1.74 2.58
White 19.85 4.33 0.19 20.72 1.42 0.00 17.14 1.64 0.00
Age cohort
Age 15–24 years 0.08 0.84 1.53 0.00 1.13 1.44 0.07 1.08 2.91
Age 25–34 years 12.97 21.25 16.40 13.83 19.14 17.57 14.21 21.18 15.41
Age 35–44 years 38.34 41.56 35.44 39.53 38.96 35.77 39.33 38.53 34.40
Age 45–54 years 33.56 21.86 34.83 32.29 26.80 30.25 31.52 25.14 36.44
Age 55–65 years 15.05 14.48 11.80 14.34 13.97 14.97 14.88 14.08 10.84
Mean age in years 44.73 42.40 43.43 44.39 42.87 43.58 44.33 42.58 43.43
Education
None 0.89 4.36 10.47 1.54 3.93 8.88 1.55 7.46 8.69
Incomplete primary 4.39 10.94 22.01 5.51 10.11 19.42 5.54 13.44 27.17
Incomplete secondary 30.31 47.97 55.46 29.25 47.88 60.42 33.40 51.46 57.06
Matric 17.95 18.75 8.38 18.73 17.31 8.49 17.85 16.69 6.13
Matric + Cert,/Dip, 31.15 15.84 3.67 30.69 17.01 2.78 28.82 10.07 0.94
Degree 15.01 2.13 0.00 13.98 3.77 0.00 12.60 0.86 0.00
Other/unspecified 0.30 0.01 0.00 0.29 0.00 0.02 0.24 0.02 0.00
Mean years of education 11.74 9.89 7.59 11.57 9.93 8.08 11.39 9.01 7.51
Area type
Traditional 11.74 20.29 21.05 9.56 22.59 25.92 11.92 25.60 21.17
Urban 84.02 70.91 62.04 83.88 69.73 63.37 81.70 66.88 61.58
Farms 4.24 8.76 16.90 6.54 7.69 10.71 6.36 7.52 17.24
Province
Western Cape 11.95 12.40 13.82 11.81 13.52 12.72 12.11 10.90 18.14
Eastern Cape 7.23 7.74 10.50 6.18 11.12 9.19 7.21 8.84 11.32
Northern Cape 2.57 2.43 4.33 2.47 3.06 3.68 2.54 2.76 5.28
Free State 5.55 6.63 7.22 6.34 5.29 6.50 6.29 5.09 7.16
KwaZulu-Natal 10.72 11.76 18.25 10.94 11.87 17.08 10.63 14.14 20.82
North West 5.91 5.58 4.52 5.85 6.56 3.40 5.83 4.94 5.23
Gauteng 42.56 33.61 22.39 43.22 27.89 27.86 41.43 29.60 16.76
Mpumalanga 7.40 13.17 8.41 6.51 13.03 12.41 7.24 14.90 10.43
Limpopo 6.11 6.65 10.55 6.66 7.66 7.16 6.70 8.83 4.86
Household-level variables
Mean household size 3.55 4.04 4.34 3.24 3.80 5.73 3.49 4.24 5.37
Mean number of children 0.98 1.21 1.28 0.84 1.08 1.97 0.96 1.23 1.80
Mean number of elderly 0.21 0.18 0.14 0.19 0.21 0.17 0.20 0.17 0.16
Mean number of
employed

1.67 1.75 1.74 1.68 1.68 1.82 1.69 1.72 1.80

Mean number of
unemployed

0.16 0.23 0.26 0.12 0.27 0.35 0.16 0.24 0.38
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Table A5. Work characteristics of low-wage, working poor and low-wage poor workers in wave 4,
balanced panel (%).

Low-wage employment
frequency Working poverty frequency Low-wage poverty frequency

Never Transitory Chronic Never Transitory Chronic Never Transitory Chronic
Employment type
Employee 94.31 86.61 64.82 91.76 84.49 76.76 91.71 83.28 61.97
Self-employed 4.90 10.55 22.51 7.25 10.67 14.39 6.84 11.71 23.84
Casual worker 0.79 2.26 12.04 0.89 4.20 8.62 1.37 4.15 14.02
Unclassified 0.00 0.58 0.63 0.11 0.64 0.23 0.09 0.86 0.17
Occupation
Managers 11.01 5.34 2.10 11.87 1.99 3.50 10.43 1.77 3.41
Professionals 18.68 4.95 0.75 16.61 8.57 1.51 15.80 3.77 1.17
Technicians 9.27 2.58 1.62 8.32 5.02 0.82 7.99 2.77 0.00
Clerks 11.51 4.39 1.12 11.07 4.93 1.34 10.09 3.57 0.24
Services workers 12.58 19.42 22.62 13.46 16.81 23.79 14.36 16.71 28.61
Skilled agriculture 0.34 0.68 1.00 0.43 0.81 0.52 0.54 0.49 0.63
Traders 12.74 17.33 16.01 11.88 17.08 19.75 12.96 19.92 14.16
Operators 14.56 17.54 9.45 14.04 17.17 12.47 15.04 16.60 5.27
Elementary occupation 7.68 26.74 44.13 10.74 26.35 35.38 11.37 33.05 45.28
Other/unspecified 1.62 1.04 1.18 1.59 1.27 0.92 1.43 1.35 1.23
Industry
Agriculture 2.49 7.99 14.69 3.58 8.05 11.17 3.89 10.79 11.51
Mining 8.10 2.45 0.12 6.88 2.67 3.46 6.89 1.94 0.00
Manufacturing 9.94 13.81 11.81 9.94 15.00 10.67 10.62 13.58 11.19
Utilities 1.56 0.34 1.87 1.57 1.30 0.29 1.30 1.55 0.46
Construction 5.15 8.80 6.49 4.60 7.87 10.09 5.48 8.95 7.22
Wholesale and retail 11.57 16.69 18.82 11.54 19.13 15.93 12.18 18.18 20.43
Transport and storage 7.44 6.51 4.41 8.83 3.20 4.41 8.00 3.24 4.35
Finance 11.94 9.74 5.27 11.85 6.65 9.91 11.48 7.67 6.47
CSP services 39.27 23.74 9.75 36.99 25.17 14.64 35.82 20.32 8.46
Private household 1.40 8.90 25.07 3.34 9.53 17.54 3.33 12.36 27.71
Other/unspecified 1.14 1.01 1.70 0.88 1.44 1.89 1.00 1.42 2.20
Sector
Informal 7.49 30.06 64.72 11.56 32.14 48.50 12.98 37.13 70.57
Formal 92.51 69.36 34.66 88.33 67.21 51.27 86.93 62.01 29.26
Unclassified 0.00 0.58 0.63 0.11 0.64 0.23 0.09 0.86 0.17
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