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Abstract
In many developing countries, lower-level employees are working in workplaces that 
pay them poverty wages. The need for workers to earn a living wage has long been 
argued, both within the trade union movement, employers and society, along with 
the link with job satisfaction and employee engagement. The present study aims to 
explore the relationship between living wage, job satisfaction and employee engage-
ment, as well as union membership as a moderator in these relationships. A quanti-
tative research approach was employed in this study, and Loess curves were used to 
graphically predict the relationship between study variables. There were significant 
relationships between a living wage, job satisfaction and employee engagement. The 
results indicated that the relationships between the variables were cubic and not lin-
ear. Union membership was the moderator in the relationship between living wages 
and employee involvement. Union membership moderated the cubic relationship 
between living wages and employee engagement. Union membership also moder-
ated the cubic relationship between living wages and job satisfaction.
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1 Introduction

Across both developed and developing economies, there seems to be a disjunc-
tion between what is set as a minimum wage and what is needed as a living wage 
(Prowse et  al. 2017). Certain economics literature suggests that indicators like 
food poverty lines should be used to determine wages (Mohr et  al. 2016). This 
economic argument states that a lower wage is better than nothing and that more 
employees would be hired when wages are low (Bendix 2015). Current research 
shows that deindustrialisation, union power reduction and minimum wage imple-
mentation increase inequality (Maleka 2018). To a large extent, the literature on 
the concepts and practices associated with the living wage has focused on devel-
oped rather than developing countries (Ford and Gillan 2017). Potential benefits 
for employers associated with living wage policies include reduced turnover and 
increased consumer satisfaction (Zuberi 2013). The relationship between union 
membership and job satisfaction is still disputed vigorously among scholars 
(Laroche 2017). The need for a current understanding of the dynamics between 
union membership, living wage, job satisfaction and employee engagement led to 
the research gap addressed by this study.

The need for workers to earn a living wage has long been argued, both within 
the trade union movement, employers and society (Sellers 2017). Within its remit, 
the UK’s statutory minimum wage has been a success, but trade unions argue 
that the rates should be higher, with some also tending towards the view that the 
minimum wage should increase to become a genuine statutory living wage (TUC 
2016). The idea of a regional living wage as a long-term aspiration is compatible 
with local trade union agendas in Asia (Ford and Gillan 2017). There is contra-
dicting evidence about the role of unions in enhancing employees’ satisfaction. 
It has been reported that unionised employees have lower job satisfaction than 
non-unionised employees (Renaud 2002; Hammer and Avgar 2005; Green and 
Heywood 2015). Conversely, Maleka’s (2018) study conducted in South Africa 
used logistic regression to reveal that union employees were more likely to be 
unionised as compared to non-unionised employees. Another South African study 
using linear regression found that unionised employees were more engaged than 
non-unionised employees (Maleka et al. 2017).

Thus far, no study has been conducted in South Africa to measure the rela-
tionships between living wage, employee engagement and job satisfaction, with 
union membership moderating these relationships. At the time this study was 
conducted, it had not been tested which line (i.e. linear, logarithmic or cubic) best 
fitted the data when measuring the relationships between living wage, job satis-
faction and employee engagement with unions as a moderator. In South Africa, 
unions are known to negotiate for salary increases that are above inflation rates. 
Over the past 3 years (2017–2019), the inflation rate has averaged 5%. The gross 
domestic product (GDP) per capita for South Africa was $5596 in 2017, which 
was the highest in the Southern African Development Community (Maleka et al. 
2019). Plecher (2019) established that the GDP per capita was $9928 for Brazil, 
$10,961.99 for Russia, $2014.01 for India and $8677.40 for China. South Africa, 
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Brazil, Russia, India and China are known as BRICS, and South Africa is a trade 
partner with the other member countries. There is no legislation on living wages 
in these countries.

Unions promote wage equity among employees (Cowherd and Levine 1992; 
Leete 2000; Western and Rosenfeld 2011), and employees who perceive inequal-
ity are more likely to join unions for support. Chang et  al. (2017, p. 656) found 
that “unionized employees perceived less manager–employee consultation, health 
and safety, dispensability, time flexibility, workload flexibility, managerial trust, fair 
treatment and pay equity”. Sellers (2017, p. 797) is of the opinion that “the real 
living wage will continue to have moral authority and very likely that it will con-
tinue to have success. In these circumstances, it is also very likely to continue to 
appeal to trade unions as a useful standard that can be used in recruitment and pay 
bargaining”.

2  Theoretical Background and Hypotheses

The living wage, therefore, relates to people’s subsistence and needs and can be 
defined as the amount of remuneration that is sufficient to provide a decent standard 
of living for workers and their families (Ryan 1912).

A living wage should support a basic living standard that is considered decent. 
Anker (2011, p. 22) gives a modern definition of a living wage:

“remuneration received for a standard work week by a worker in a particular 
place sufficient to afford a decent standard of living for the worker and her 
or his family. Elements of a decent standard of living include food, water, 
housing, education, health care, transport, clothing, and other essential needs, 
including provision for unexpected events”.

The term living wage is used to express the idea that wages should adhere to social 
norms (Figart 2001).

According to Anker and Anker (2013), the living wage methodology has two 
main components, each of which is described in more detail in the following. The 
first component estimates the cost of a basic but decent lifestyle for workers and 
their families in a particular place. The second component determines whether the 
estimated living wage is being paid to workers. Estimates of what constitutes a liv-
ing wage necessarily vary by location and household type.

Living wage London (2014) suggests that there are two steps to calculate living 
wages:

a. Step 1 Calculating living expenses (the Canadian Living Wage Framework guided 
London’s living expense calculation. The framework identifies eight general 
expense categories: food, clothing, rental housing, transportation, childcare, med-
ical expenses, one parent taking courses at a local college and other expenses).

b. Step 2 Income calculation (in order to calculate the living wage, it is necessary to 
calculate the total household employment income needed to cover expenses, after 
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taking into account government benefits and credits, taxes, payroll deductions and 
subsidies).

The Anker method argues that the estimation of living costs should focus on 
particular locations rather than using flat national living wage estimates in order to 
improve the accuracy and credibility of living wage calculations, and consequently 
their uptake and impact (Anker and Anker 2017).

Kumar (2018) mentions three approaches to wages:

a. Subsistence theory of wages The level of wages is just sufficient to meet the neces-
sities of life. The classical economists called this the neutral level of wages, and 
proponents of this theory believed in the bargaining power of the workers. In such 
a situation, trade unions play an important role in increasing wages.

b. Marginal productivity theory of wages In equilibrium, each labourer will be 
rewarded in accordance with marginal productivity.

c. Modern theory of wages Wages are determined by the interaction of market forces 
of demand and supply.

The living wage theories discussed thus far are from economics and do not cover 
how wages relate to psychological outcomes or human capabilities such as employee 
engagement and job satisfaction.

2.1  Relationship Between Living Wage and Human Capabilities

Initially developed by the Indian economist and Nobel Prize winner Amartya Sen, 
the capability approach has contributed to renewing the debates worldwide on 
inequality and poverty (Sen 1992). The specificity of the capability approach is to 
emphasise people’s real freedom to choose the life they value (Sen 1999). Capabili-
ties can be thought of as the set of options from which people can choose their way 
of being and doing (Subramanian et  al. 2013). Sen’s approach provides a specific 
informational basis of judgement in justice for measuring equality between people, 
and social arrangements should be primarily evaluated according to the freedom 
they provide to people to do and be what they value (Sen 1987).

In terms of our study, Fig. 1 shows three opposing living wage theoretical frame-
works, i.e. linear, poverty trap and law of diminishing returns. Carr et  al. (2018) 
developed this figure. The black solid lines represent linear theory, which states that 
the relationship between a living wage and human capability (i.e. job satisfaction) is 
linear, and this was developed by George (1989) and was validated by Judge et al. 
(2010). The blue solid line represents a poverty trap and states that there is a living 
wage threshold (Carr et al. 2018). Employees who earn below the threshold are in 
poverty, and there is a tendency among them to apply for loans on which they pay 
exorbitant interest rates (Maleka 2017). The blue dotted or dashed line represents a 
diminishing returns theory, which says that any wage is better than earning nothing. 
This theory has been criticised for entrapping employees by what is known as pov-
erty work or earning salaries are below the poverty line (Maleka et al. 2018).
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2.2  Wages and Employee Engagement

Work engagement is a widely researched construct that has significant links 
to work motivation and motivational behaviour, and it is an important concept 
for organisations due to its positive impact on performance outcomes (Chris-
tian et  al. 2011). Studies by both practitioners and academics have shown that 
a disengaged workforce is costly (Rayton et  al. 2012). Bakker et  al. (2008, p. 
187) describe engagement as “a positive, fulfilling affective-motivational state 
of work-related well-being that is characterized by vigour, dedication, and 
absorption”. According to Schaufeli and Bakker (2004), work engagement has 
three dimensions: vigour, dedication and absorption. Vigour refers to working 
with a high level of energy and inclination to invest efforts. Dedication refers to 
working with active involvement and great enthusiasm. Absorption is defined 
as being fully concentrated and happily engrossed in one’s work. In the same 
way, Kahn (1990, p. 694) notes that “in engagement, people employ and express 
themselves physically, cognitively and emotionally during role performance”. 
However, work engagement has been defined both attitudinally and behaviour-
ally (Macey and Schneider 2008), and there is still some debate as to whether 
it is best viewed as attitude or behaviour. There is no evidence that there is a 
relationship between living wages and employee engagement. Therefore, the fol-
lowing hypothesis was brought forward:

Hypothesis H1 The relationship between living wages and employee engagement is 
cubic.

Fig. 1  Living wages and human capabilities. Source: Carr et al. (2018)
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2.3  Wages and Job Satisfaction

Job satisfaction has been defined as a positive emotional state resulting from the 
pleasure a worker derives from the job (Spector 1997). It includes the affective 
and cognitive attitudes held by employees about various aspects of their work 
(Mercer 1997). The latter implies that satisfaction is related to the component 
facets rather than the whole job, which is consistent with Spector’s (1997) view. 
Judge et al. (2010) found a nexus between pay and job satisfaction. The relation-
ship between pay and job satisfaction: employees who are satisfied with their job 
will normally demonstrate a high commitment to their organisation (Bai et  al. 
2006). Job satisfaction is the fairly stable, affective evaluation of the global job 
or of various aspects of the job by the employee (Spector 1997), determined to an 
important extent by work contextual factors (Elovainio et al. 2000). This makes 
job satisfaction a relevant dependent variable for this study.

Some research has shown a linear relationship between wages and capabilities 
like job satisfaction, and that employees who earn lower wages are not satisfied 
(Barnes and Collier 2013; Robbins and Judge 2017; Yalabik et al. 2017). On the 
contrary, a study conducted in New Zealand and South Africa showed a cubic 
relationship between a living wage and fairness, which is a dimension of job sat-
isfaction, and that employees who earned below a certain threshold were disaf-
fected (Carr et al. 2018). There is no evidence that there is a relationship between 
living wages and job satisfaction. Therefore, we hypothesised that:

H2 The relationship between living wages and job satisfaction is cubic.

2.4  Relationship Between Living Wage, Employee Engagement and Job 
Satisfaction, with Union Membership as the Moderator

Section 23 of the Constitution of South Africa of 1996 states that it is fair labour 
practice for employees to be unionised, and Section 18 further states that employ-
ees have the right to associate with any union of their choice (Van Niekerk et al. 
2016). Trade unions are independent organisations that represent workers to 
their employers. Rights of joining the union and fairness are also enshrined in 
the Labour Relations Act, No. 55 of 1995 (Bendix 2015). Trade unions are an 
important force in South Africa, with 3.1 million members representing 25% of 
the formal workforce (Mywage 2019). There is consensus in South African and 
international research that unionised employees are engaged and satisfied because 
they are paid living and decent wages (Charman and Owen 2014; Venter and 
Levy 2015; Laroche 2016; Maiorescu 2016; Nienaber and Martins 2016; Maleka 
2018). The need for workers to earn a wage that they can live on can emerge from 
unions (Prowse et al. 2017). Missing in the South African literature is a study that 
measures whether the relationships between living wage, employee engagement 
and job satisfaction, as well as union membership as the moderating variable, are 
cubic. We hypothesised that:
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H3 Union membership moderates the cubic relationship between living wages and 
employee engagement.

H4 Union membership moderates the cubic relationship between living wages and 
job satisfaction.

The next section presents the research methods followed in this study to address 
the study hypotheses.

3  Research Methodology

3.1  Participants

The research design applicable for this study was descriptive, exploratory and a 
cross-sectional survey (Babbie 2013; Bless et  al. 2013). The participants, who 
earned a low wage (i.e. the majority earning around R2400), were approached and 
purposive sampling was used (Maleka et  al. 2017) at a Mall in Tshwane, which 
is in line with a study conducted in Canada (Phillips and Wong 2017). One thou-
sand (N = 1000) questionnaires were printed and given to the field workers. Only 
877 (n = 877) participants completed the questionnaires, giving a response rate of 
87.70%. Since participants were selected through purposive sampling outside the 
mall and the sampling was not representative, the results cannot be generalised to 
the population (Christensen et al. 2013). Data on the histogram, not displayed in this 
paper, showed that the participants earned R7063.06 on average, and the outliers 
were employees who earned between R20,000.00 and R40,000.00.

In this study, there were 877 respondents, of whom 47.90% (n = 420) were male, 
51.80% (n = 454) were female and 0.3% (n = 3) did not disclose their gender. The 
majority of the respondents (n = 729) were aged between 18 and 44  years, while 
16.88% (n = 148) were aged between 44 and 65  years. Two hundred and sixteen 
(n = 216) respondents indicated that they received bonuses, and 269 indicated that 
they were paid for working overtime. Most of the respondents (n = 516) had between 
one and four persons in their household, while 41.05% (n = 361) had five or more 
persons in their household.

3.2  Measures

3.2.1  Employee Engagement

The questionnaire of Schaufeli et al. (2002) on employee engagement, comprising 
three items about vigour, three items about dedication and three items about absorp-
tion, was used. Employee engagement was measured on a seven-point scale, where 
0 was never, 1 was almost never, 2 was rarely, 3 was sometimes, 4 was often, 5 was 
very often and 6 was always. Examples of the items are: “At my work, I feel burst-
ing with energy”, “I am enthusiastic about my job” and “I feel happy when I am 
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working intensely”. The mean score was 3.16 and standard deviation was 1.34, sug-
gesting that respondents were not engaged. The Cronbach’s alpha was 0.92.

3.2.2  Job Satisfaction

Nine items (three items about supervision satisfaction, three items about co-worker 
satisfaction and three items about rewards satisfaction) were taken from a job satis-
faction scale developed by Spector (1985). Examples of the items are: “My supervi-
sor is not quite competent in doing his/her job”, “I don’t feel like the work I do is 
appreciated” and “There is too much fighting at work”. The Cronbach’s alpha was 
0.82. The mean score (M = 2.47) and standard deviation (SD = 1.01) were below 
the mid-point of 3, suggesting that the respondents were not satisfied. Maree (2016) 
argues that constructs with a Cronbach’s alpha between 0.60 and 0.90 are reliable. 
The questionnaire was also presented to the faculty’s research ethics committee for 
ethical clearance.

3.3  Validity

Face validity was achieved by  pretesting  the questionnaire  on 20 respondents 
(Kumar 2014; Leedy and Ormrod 2015), and content validity was achieved by pre-
senting the questionnaire to human resource management experts (Spector 2012). 
Exploratory factory analysis was conducted to achieve construct validity (Struwig 
and Stead 2013).

3.4  Data Analysis

The data were coded in Excel and exported into Statistical Package for the Social 
Sciences (SPSS) version 25 for analysis (Field 2018). The descriptive statistics com-
prised frequencies, means and standard deviation (Hair et al. 2014). As in Carr et al. 
(2018), curve estimations (i.e. linear, quadratics and S-shaped) were conducted to 
address the study hypotheses. Loess curves were used in this current study to graph-
ically show the relationship between the living wage, employee engagement and 
job satisfaction. A Loess curve is a nonparametric statistic used to display the data 
graphically, and it is more effective than other curve estimations because “Loess” is 
derived from “local regression”, and the entire procedure is a fairly direct generali-
sation of traditional least-squares methods for data analysis (Jacoby 2000).

4  Results

4.1  Factor Analysis

Discussed in this section are the results, which comprise factor analysis and curve 
estimation. The data are displayed using Loess curves. Displayed in Table 1 are 



629

1 3

The Indian Journal of Labour Economics (2021) 64:621–640 

ISLE

the 18 items of employee engagement and job satisfaction that were subjected to 
principal components analysis in SPSS version 25. As suggested by Field (2018), 
the suitability of conducting factor analysis was assessed and 0.3 was used as 
a cut-off to include coefficient or factor loadings. The Kaiser–Meyer–Olkin result 
of 0.91 was meritorious (Hair et  al. 2014), and Bartlett’s test of sphericity was 
statistically significant (p = 0.00) (Pallant 2016). The two-factor model explained 
an overall variance of 51.25%, with Factor 1 (employee engagement) contribut-
ing 38.37% and Factor 2 (job satisfaction) contributing 12.88% of the variance. 
The employee engagement item or variable with the highest loading was “My 
job inspires me”, and the job satisfaction item or variable with the highest load-
ing was “When I do a good job, I don’t receive the recognition for it that I should 
receive”. There was a moderate positive correlation between employee engage-
ment and job satisfaction (r = 0.41). The data in Table 1 showed that the two fac-
tors (employee engagement and job satisfaction) were unidimensional, in line 
with the literature (Spector 1985; Schaufeli et al. 2002).

Table 1  Factor analysis

Extraction method: principal component analysis
Rotation method: oblimin with Kaiser normalisation
a. Rotation converged in four iterations

Items Employee 
engagement

Job satisfaction

My job inspires me 0.843
I am enthusiastic about my job 0.826
I am proud of the work that I do 0.821
When I get up in the morning, I feel like going to work 0.795
When I am working, I forget everything else around me 0.778
At my work, I feel bursting with energy 0.733
I can continue working for very long periods at a time 0.706
I feel happy when I am working intensely 0.696
Time flies when I’m working 0.691
When I do a good job, I don’t receive the recognition for it that I should 

receive
0.783

My supervisor is unfair to me 0.750
My supervisor shows little interest in the feelings of subordinates 0.737
I don’t feel like the work I do is appreciated 0.723
My supervisor is not quite competent in doing his/her job 0.660
I find I have to work harder at my work than I should because of the 

incompetence of the people I work with
0.546

There are few rewards for those who work here 0.508
I don’t like the people I work with 0.465
There is too much fighting at work 0.389
Variance % 38.37 12.88
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4.2  Curve Estimation

4.2.1  Living Wage and Employee Engagement

A summary of the curve estimation model is displayed in Table  2. Since the cubic 
R-squared was the highest, it can be argued that this was the line that fitted the data the 
best.

Figure 2 shows the relationship between a living wage and employee engagement. 
The data of the relationship between the living and job satisfaction are displayed in 
Fig. 2. A Loess curve was used, represented by a red line. Figure 2 shows a spike or 
upward trend between R0.00 and R10,000. It can be observed that the data reached a 
threshold or 4-mid-point at around R7000, suggesting that the employees earning less 
than R7000 were not engaged. There was slight downward diminishing engagement 
from R7000 to R12,500, but the Loess curve did not go below the 4-mid-point.

Table 2  Relationship between 
a living wage and employee 
engagement

Equation R-squared F df Sig

Linear 0.05 36.47 1 0.00
Quadric 0.08 31.73 2 0.00
Cubic 0.12 32.54 3 0.00

Fig. 2  Living wage and employee engagement
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4.2.2  Relationship Between Living Wage and Job Satisfaction

Table  3 displays a summary of a curve estimation model. Since the cubic 
R-squared was the highest, it can be argued that it fitted the data the best.

In Fig. 3, the data of the relationship between the living wage and job satis-
faction are displayed. A Loess curve was used, represented by a red line. The 
figure shows an upward trend between R0.00 and R10,000. It can be observed 
that the data reached a threshold or 3-mid-point at R10,000, suggesting that the 
employees earning less than R10,000 were dissatisfied with their wages. Between 
R10,000 and R20,000, the employees’ level of job satisfaction diminished, but 
was still above the mid-point of 3—which suggests that employees earning 
R10,000 and above were satisfied with their wages.

Table 3  Model summary of a 
living wage and job satisfaction

Equation R-squared F df Sig

Linear 0.12 106.44 1 0.00
Quadric 0.20 91.13 2 0.00
Cubic 0.21 67.62 3 0.00

Fig. 3  Relationship between a living wage and job satisfaction
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4.2.3  Union Membership Moderates Living Wages and Engagement

A summary of a curve estimation model is displayed in Table 4. Since the cubic 
R-squared was the highest for employees who were unionised and not unionised, 
it can be argued that it was the line that fitted the data the best.

The data of the relationship between the living wage and employee engagement 
moderating for union membership are displayed in Fig. 4. A Loess curve was used, 
represented by a red line. The figure shows a spike or upward trend between R0.00 
and R10,000. It can be observed that the data reached a threshold or 3-mid-point at 
R10,000, suggesting that the employees earning less than R10,000 were dissatisfied 
with their wages. Between R10,000 and R20,000, the employees’ job satisfaction 
diminished, but remained above the mid-point of 3—which suggests that employees 
earning R10,000 and above were satisfied with their wages.

The data of the relationship between a living wage and employee engagement, 
moderating for union members, are displayed in Fig.  5. A Loess curve was used, 

Table 4  Union membership 
moderates living wage and 
employee engagement

Union mem-
bership

Equation R-squared F df Sig

Yes Linear 0.04 9.38 1 0.02
Quadric 0.03 4.86 2 0.00
Cubic 0.06 4.80 3 0.00

No Linear 0.04 22.11 1 0.00
Quadric 0.10 22.34 2 0.00
Cubic 0.17 32.39 3 0.00

Fig. 4  Living wage and employee engagement, controlling for unionised members
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represented by a red line. The figure shows a spike or upward trend between R0.00 
and R10,000. It can be observed that the data reached a threshold or 3-mid-point at 
R10,000, suggesting that the employees earning less than R10,000 were dissatisfied 
with their wages. Between R10,000 and R20,000, the employees’ job satisfaction 
diminished, but it remained above the mid-point of 3—which suggests that employ-
ees earning R10,000 and above were satisfied with their wages.

4.2.4  Union Membership as a Moderator Between Living Wages and Job Satisfaction

The data in Table 5 showed that the cubic R-squared was the highest for employees 
who were unionised and not unionised; therefore, it can be argued that it was the line 
that fitted the data best.

Since there were few employees who earned over R20,000, they were excluded 
during the analysis of how union membership moderated the relationship between a 
living wage and job satisfaction.

Fig. 5  Living wage and employee engagement, controlling for non-unionised members

Table 5  Model summary for 
trade union as a control variable

Union mem-
bership

Equation R-squared F df Sig

Yes Linear 0.32 25.72 1 0.00
Quadric 0.15 20.74 2 0.00
Cubic 0.39 13.78 3 0.00

No Linear 0.38 78.41 1 0.00
Quadric 0.20 54.54 2 0.00
Cubic 0.43 36.59 3 0.00
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A summary of the tested hypotheses is presented in Table 6.

5  Discussion

This paper explored the relationship between a living wage, job satisfaction and 
employee engagement, with union membership as the moderator. Sellers (2017) also 
found a link between union membership and living wages. Unionised employees are 
engaged and satisfied because they are paid living and decent wages (Charman and 
Owen 2014; Venter and Levy 2015; Laroche 2016; Maiorescu 2016; Nienaber and 
Martins 2016; Maleka 2018), which concurs with the findings in this study. How-
ever, in the current study, the relationships between living wage, employee engage-
ment and job satisfaction, with union membership as the moderating variable, were 
cubic. Some research has shown a linear relationship between wages and capabili-
ties like job satisfaction, and that employees who earn lower wages are not satis-
fied (Barnes and Collier 2013; Robbins and Judge 2017; Yalabik et  al. 2017). On 
the contrary, a study conducted in New Zealand and South Africa showed a cubic 
relationship between a living wage and fairness, which is a dimension of job satis-
faction, and that employees who earned below a certain threshold were disaffected 
(Carr et al. 2018). This finding of Carr et al. (2018) concurs with the cubic relation-
ships between the variables in this study.

This study made both theoretical and practical contributions. In terms of the 
former, this was a pioneering study within BRICS that confirmed the poverty trap 
and diminishing returns theories. It showed that employees who earned below the 
threshold of R10,000 had lower engagement and satisfaction levels. The poverty 
theory states that employees who are earning below a threshold are impoverished 
(Carr et al. 2018) because they earn less than $1.90 per day (Maleka et al. 2019). It 
has been found that employees who earn poverty wages embark on counterproduc-
tive activities like taking out unsecured loans, on which they are charged exorbitant 
interest rates (Maleka 2016). As in another study conducted in New Zealand and 
South Africa that measured the relationship between living and pay fairness (Carr 
et al. 2018), a diminishing trend was experienced after R10,000.

Practically, this study showed that union membership had a moderating effect 
on employees’ satisfaction and engagement levels. The data (refer to Figs. 6, 7) 
showed that the relationship between living wages and satisfaction was higher 

Table 6  Summary of the tested hypotheses

Hypotheses Accepted/rejected

H1: The relationship between living wages and employee engagement is cubic Accepted
H2: The relationship between living wages and job satisfaction is cubic Accepted
H3: Union membership moderates the cubic relationship between living wages and 

employee engagement
Accepted

H4: Union membership moderates the cubic relationship between living wages and 
job satisfaction

Accepted
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for unionised employees as compared to non-unionised employees. This seems to 
suggest that unions negotiate for higher wages, which ultimately leads to higher 
job satisfaction. This might pose challenges for employers who cannot afford 
the salary increase jump from R2400 to R10,000, and previously in the min-
ing sector in South Africa, this ultimately led to a broken employer–employee 
relationship where employees embarked on long strikes that adversely impacted 
the production schedule (Dlangamandla et al. 2013) and GDP. With the excep-
tion of Fig. 4, the data showed that, after the Loess curve passed the mid-point, 

Fig. 6  Living wage and employee job satisfaction, controlling for unionised members

Fig. 7  Living wage and job satisfaction, controlling for non-unionised members
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the living wages did not increase employees’ engagement and satisfaction levels. 
This finding is significant for managers and trade union representatives.

A practical managerial implication is that employers can now develop a sense 
of awareness of the relationship between employee engagement, job satisfaction 
and living wages in order to effectively manage low-income workers. The role 
of union membership should be taken into consideration when strategising in 
the work environment of low-income workers. Kurucz et al. (2008) describe the 
ability of organisations that pay living wages as a means to brand themselves as 
living wage employers. These organisations have a competitive advantage over 
industry rivals, fitting the competitive advantage model. Some of the benefits 
derived from earning a living wage include more time and money for family, a 
decreased need to hold multiple jobs, and more time and finances to support edu-
cation upgrades as well as to participate in community organisations (Luce 2004). 
Prowse et al. (2017) found a link between wage and union membership. Carr et al. 
(2018) found that the relationship between a living wage and fairness, which is a 
dimension of job satisfaction, was cubic and that employees who earned below a 
certain threshold were disaffected. It is important to note that the relationships in 
this study were cubic and not linear.

Even though this study made theoretical and practical contributions, it had its 
limitations. Firstly, a non-probability sampling technique was used to select par-
ticipants; hence, its results cannot be generalised. Also, the research instrument 
did not include economic sectors. This would have given a clear picture as to 
where the majority of the respondents came from. Previous research has revealed 
that employees in Tshwane work precarious jobs or jobs that are not permanent 
in the domestic, retail and financial sectors where they are paid lower wages 
(Maleka et  al. 2019). Conducting a cross-sectional study gives only a snapshot 
picture of the results.

For future research, it is suggested that a study be conducted on the demo-
graphic differences (e.g. gender, employment status, educational level, tenure, 
age, household number and income before and after wage deductions) of how 
low-income workers perceive living wage, job satisfaction and employee engage-
ment. It is also recommended that future research measure how additional pay 
like overtime affects the relationship between employee engagement and job sat-
isfaction. Another study should focus on how living wages influence productivity. 
The role of union membership can be investigated by conducting  a qualitative 
study among low-income workers.

The following are the recommendations for employers and trade union 
members:

a. The living wage established in this study should be implemented, based on the 
affordability of the employers.

b. Awareness campaigns of the link between union membership, living wage, job 
satisfaction and employee engagement should be further explored in different 
kinds of originations in another big city in South Africa.

c. The role of union membership must also be incorporated in strategies for improv-
ing effectiveness and harmony in relationships in the workplace.
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6  Conclusions

There is a need for a current understanding of the dynamics between union member-
ship, living wage, job satisfaction and employee engagement. This paper addressed 
this research gap by examining the relationship between living wages and employee 
engagement, which was found to be cubic, with union membership as the modera-
tor. This finding can help management to predict behavioural responses by paying 
attention to job satisfaction, employee engagement, living wages and union member-
ship. This also has the potential to influence collective bargaining processes. There-
fore, it is essential that management develop a sense of awareness of the relationship 
between employee engagement, job satisfaction and living wages, and the influence 
of union membership. This will enable a better understanding of low-income work-
ers and facilitate the “how to” of effectively managing and relating to these workers. 
The findings of this study make an important contribution to the limited existing 
literature on living wages.
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