Table 1: Sources of variables for remuneration pattern analysis
	Series code
	Series name
	Description
	Source(s)
	Label

	Public-sector wages
	

	LABP110D

	Remuneration per worker in non-agriculture: public sector
	Constant prices index = 2000
	SARB and Stats SA
	LWPU

	LABP110L

	Remuneration per worker in non-agriculture: public sector
	Current prices index = 2000
	SARB and Stats SA
	LRWPU

	Private-sector wages
	

	LABP120L
	Remuneration per worker in non-agriculture: private sector
	Current prices index = 2000
	SARB and Stats SA
	LWPR

	LABP120D
	Remuneration per worker in non-agriculture: private sector
	Constant prices index = 2000
	SARB and Stats SA
	LRWPR

	Consumer price index
	

	GEM(M1, CPI9100B)
	Consumer price index = 2000
	Seasonally adjusted quarterly series
	SARB and Stats SA
	LCPI


Source: Own calculations using data from SARB (2018) and Stats SA (2020).



Table 2: Lag length criteria for VECM with nominal earnings
	 Lag
	LogL
	LR
	FPE
	AIC
	SC
	HQ

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	0
	 109.8961
	n/a 
	 0.000112
	-3.425274
	-3.357238
	-3.398515

	1
	 330.4164
	  420.0387*
	  1.15e-07*
	 -10.29893*
	 -10.09483*
	 -10.21866*

	
	
	
	
	
	
	


Source: Own calculations using data from SARB (2018) and Stats SA (2020).



Table 3: Johansen co-integration tests for VECM of public-private remuneration pattern
	Unrestricted Co-integration Rank Test (Trace)
	

	
	
	
	
	

	
	
	
	
	

	Hypothesized
	
	Trace
	0.05
	

	No. of CE(s)
	Eigenvalue
	Statistic
	Critical Value
	Prob.**

	
	
	
	
	

	
	
	
	
	

	None *
	 0.255042
	 22.65340
	 15.49471
	 0.0035

	At most 1
	 0.042742
	 2.926736
	 3.841466
	 0.0871

	
	
	
	
	

	
	
	
	
	

	 Trace test indicates 1 co-integrating eqn(s) at the 0.05 level

	 * denotes rejection of the hypothesis at the 0.05 level

	 **MacKinnon-Haug-Michelis (1999) p-values
	

	Unrestricted Co-integration Rank Test (Maximum Eigenvalue)

	
	
	
	
	

	
	
	
	
	

	Hypothesized
	
	Max-Eigen
	0.05
	

	No. of CE(s)
	Eigenvalue
	Statistic
	Critical Value
	Prob.**

	
	
	
	
	

	
	
	
	
	

	None *
	 0.255042
	 19.72666
	 14.26460
	 0.0062

	At most 1
	 0.042742
	 2.926736
	 3.841466
	 0.0871

	
	
	
	
	

	
	
	
	
	

	 Max-eigenvalue test indicates 1 co-integrating eqn(s) at the 0.05 level

	 * Rejection of the hypothesis at the 0.05 level

	 **MacKinnon-Haug-Michelis (1999) p-values
	


Source: Own calculations using data from SARB (2018) and Stats SA (2020).



Table 4 : VECM results with one lag confirm nominal public remuneration follows private remuneration
	Co-integrating Eq 
	CointEq1
	

	
	
	

	
	
	

	LWPU(-1)
	 1.000000
	

	LWPR(-1)
	-0.958249
	

	
	 (0.00919)
	

	
	[-104.315]
	

	C
	-0.199012
	

	
	
	

	
	
	

	Error correction
	D(LW9)
	D(LW1)

	
	
	

	
	
	

	CointEq1
	-0.791588
	 0.045309

	
	 (0.17580)
	 (0.09148)

	
	[-4.50277]
	[ 0.49530]

	D(LWPU(-1))
	-0.108295
	 0.002089

	
	 (0.12224)
	 (0.06361)

	
	[-0.88594]
	[ 0.03284]

	D(LWPR(-1))
	-0.046778
	-0.105550

	
	 (0.26391)
	 (0.13733)

	
	[-0.17725]
	[-0.76861]

	C
	 0.023583
	 0.022567

	
	 (0.00610)
	 (0.00318)

	
	[ 3.86331]
	[ 7.10459]

	
	
	

	
	
	

	 R-squared
	 0.449496
	 0.025711

	 Adj. R-squared
	 0.423282
	-0.020684

	 Sum sq. resids
	 0.040886
	 0.011071

	 SE equation
	 0.025475
	 0.013256

	 F-statistic
	 17.14687
	 0.554169

	 Log likelihood
	 152.8871
	 196.6540

	 Akaike AIC
	-4.444391
	-5.750866

	 Schwarz SC
	-4.312768
	-5.619242

	 Mean dependent
	 0.020334
	 0.020460

	 SD dependent
	 0.033545
	 0.013121

	
	
	

	
	
	

	 Determinant resid covariance (dof adj.)
	 1.12E-07

	 Determinant resid covariance
	 9.89E-08

	 Log likelihood
	 350.2053

	 Akaike information criterion
	-10.15538

	 Schwarz criterion
	-9.826322


Source: Own calculations using data from SARB (2018) and Stats SA (2020).



Table 5: Lag length criteria with nominal public earnings and CPI

	 Lag
	LogL
	LR
	FPE
	AIC
	SC
	HQ

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	0
	 109.9578
	NA 
	 0.000111
	-3.427232
	-3.359196
	-3.400473

	1
	 343.4355
	 444.7194
	 7.64e-08
	-10.71224
	-10.50813
	-10.63196

	2
	 362.0315
	  34.24034*
	 4.81e-08
	-11.17560
	 -10.83542*
	 -11.04181*

	3
	 366.2497
	 7.498885
	  4.78e-08*
	 -11.18253*
	-10.70628
	-10.99522


Source: Own calculations using data from SARB (2018) and Stats SA (2020).



Table 6: Johansen co-integration test for a VECM with public sector earnings and cpi inflation
	Unrestricted Co-integration Rank Test (Trace)
	

	
	
	
	
	

	
	
	
	
	

	Hypothesized
	
	Trace
	0.05
	

	No. of CE(s)
	Eigenvalue
	Statistic
	Critical Value
	Prob.**

	
	
	
	
	

	
	
	
	
	

	None
	 0.115792
	 8.237914
	 15.49471
	 0.4403

	At most 1
	 0.001752
	 0.115743
	 3.841466
	 0.7337

	
	
	
	
	

	
	
	
	
	

	 Trace test indicates no co-integration at the 0.05 level

	 * denotes rejection of the hypothesis at the 0.05 level

	 **MacKinnon-Haug-Michelis (1999) p-values
	

	
	
	
	
	

	Unrestricted Co-integration Rank Test (Maximum Eigenvalue)

	
	
	
	
	

	
	
	
	
	

	Hypothesized
	
	Max-eigenvalue
	0.05
	

	no. of CE(s)
	Eigenvalue
	statistic
	critical value
	Prob.**

	
	
	
	
	

	
	
	
	
	

	None*
	 0.115792
	 8.122171
	 14.26460
	 0.3664

	At most 1
	 0.001752
	 0.115743
	 3.841466
	 0.7337

	
	
	
	
	

	
	
	
	
	

	 Max-eigenvalue test indicates no co-integration at the 0.05 level

	 * Rejection of the hypothesis at the 0.05 level

	 ** MacKinnon–Haug–Michelis (1999) p-values
	


Source: Own calculations using data from SARB (2018) and Stats SA (2020).



Table 7: Lag length criteria with nominal private earnings and CPI
	 Lag
	LogL
	LR
	FPE
	AIC
	SC
	HQ

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	0
	 112.2129
	NA 
	 0.000104
	-3.498824
	-3.430788
	-3.472065

	1
	 400.7880
	 549.6668
	 1.24e-08
	-12.53295
	-12.32885
	-12.45268

	2
	 416.8556
	  29.58477*
	  8.43e-09*
	 -12.91605*
	 -12.57587*
	 -12.78226*


Source: Own calculations using data from SARB (2018) and Stats SA (2020).




Table 8: Johansen co-integration test for a VECM with nominal sector earnings and cpi inflation
	Unrestricted Co-integration Rank Test (Trace)
	

	
	
	
	
	

	
	
	
	
	

	Hypothesized
	
	Trace
	0.05
	

	No. of CE(s)
	Eigenvalue
	Statistic
	Critical Value
	Prob.**

	
	
	
	
	

	
	
	
	
	

	None
	 0.098584
	 8.079216
	 15.49471
	 0.4570

	At most 1
	 0.018451
	 1.229148
	 3.841466
	 0.2676

	
	
	
	
	

	
	
	
	
	

	 Trace test indicates no co-integration at the 0.05 level

	 * denotes rejection of the hypothesis at the 0.05 level

	 **MacKinnon-Haug-Michelis (1999) p-values
	

	
	
	
	
	

	Unrestricted Co-integration Rank Test (Maximum Eigenvalue)

	
	
	
	
	

	
	
	
	
	

	Hypothesized
	
	Max-Eigen
	0.05
	

	No. of CE(s)
	Eigenvalue
	Statistic
	Critical Value
	Prob.**

	
	
	
	
	

	
	
	
	
	

	None*
	 0.098584
	 6.850067
	 14.26460
	 0.5070

	At most 1
	 0.018451
	 1.229148
	 3.841466
	 0.2676

	
	
	
	
	

	
	
	
	
	

	 Max-eigenvalue test indicates no co-integration at the 0.05 level

	 * Rejection of the hypothesis at the 0.05 level

	 ** MacKinnon–Haug–Michelis (1999) p-values
	


Source: Own calculations using data from SARB (2018) and Stats SA (2020).




Table 9: Lag length criteria for a VECM with real earnings
	 Lag
	LogL
	LR
	FPE
	AIC
	SC
	HQ

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	0
	 198.7969
	NA 
	 6.63e-06
	-6.247520
	-6.179484
	-6.220761

	1
	 325.6920
	  241.7049*
	 1.34e-07
	-10.14895
	 -9.944843*
	 -10.06867*

	2
	 330.6776
	 9.179983
	  1.30e-07*
	 -10.18024*
	-9.840063
	-10.04645


Source: Own calculations using data from SARB (2018) and Stats SA (2020).




Table 10: Johansen co-integration tests to determine the number of co-integrating relationships for the real earnings VECM

	Unrestricted Co-integration Rank Test (Trace)
	

	
	
	
	
	

	
	
	
	
	

	Hypothesized
	
	Trace
	0.05
	

	No. of CE(s)
	Eigenvalue
	Statistic
	Critical Value
	Prob.**

	
	
	
	
	

	
	
	
	
	

	None *
	 0.246004
	 19.25885
	 15.49471
	 0.0129

	At most 1
	 0.005064
	 0.340146
	 3.841466
	 0.5597

	
	
	
	
	

	
	
	
	
	

	 Trace test indicates 1 co-integrating eqn(s) at the 0.05 level

	 * denotes rejection of the hypothesis at the 0.05 level

	 **MacKinnon-Haug-Michelis (1999) p-values
	

	
	
	
	
	

	Unrestricted Co-integration Rank Test (Maximum Eigenvalue)

	
	
	
	
	

	
	
	
	
	

	Hypothesized
	
	Max-Eigen
	0.05
	

	No. of CE(s)
	Eigenvalue
	Statistic
	Critical Value
	Prob.**

	
	
	
	
	

	
	
	
	
	

	None *
	 0.246004
	 18.91870
	 14.26460
	 0.0085

	At most 1
	 0.005064
	 0.340146
	 3.841466
	 0.5597

	
	
	
	
	

	
	
	
	
	

	 Max-eigenvalue test indicates 1 co-integrating eqn(s) at the 0.05 level

	 * Rejection of the hypothesis at the 0.05 level

	 ** MacKinnon–Haug–Michelis (1999) p-values
	


Source: Own calculations using data from SARB (2018) and Stats SA (2020).



Table 11: VECM results with one lag for real public-private earnings pattern
	Co-integrating Eq 
	CointEq1
	

	
	
	

	
	
	

	LRWPU(-1)
	 1.000000
	

	
	
	

	LRWPR(-1)
	-0.843923
	

	
	 (0.03844)
	

	
	[-21.9547]
	

	
	
	

	C
	-0.720068
	

	
	
	

	
	
	

	Error correction
	D(LW23)
	D(LW22)

	
	
	

	
	
	

	CointEq1
	-0.710340
	 0.115808

	
	 (0.17358)
	 (0.09555)

	
	[-4.09221]
	[ 1.21200]

	
	
	

	D(LRWPU(-1))
	-0.113081
	-0.053763

	
	 (0.12550)
	 (0.06909)

	
	[-0.90102]
	[-0.77822]

	
	
	

	D(LRWPR(-1))
	 0.166086
	-0.220959

	
	 (0.22970)
	 (0.12644)

	
	[ 0.72307]
	[-1.74754]

	
	
	

	C
	 0.003851
	 0.005185

	
	 (0.00324)
	 (0.00178)

	
	[ 1.18921]
	[ 2.90842]

	
	
	

	
	
	

	 R-squared
	 0.426250
	 0.099567

	 Adj. R-squared
	 0.398929
	 0.056689

	 Sum sq. resids
	 0.040501
	 0.012272

	 SE equation
	 0.025355
	 0.013957

	 F-statistic
	 15.60131
	 2.322104

	 Log likelihood
	 153.2035
	 193.2020

	 Akaike AIC
	-4.453837
	-5.647821

	 Schwarz SC
	-4.322213
	-5.516198

	 Mean dependent
	 0.003963
	 0.004089

	 SD dependent
	 0.032704
	 0.014370

	
	
	

	
	
	

	 Determinant resid covariance (dof adj.)
	 1.21E-07

	 Determinant resid covariance
	 1.07E-07

	 Log likelihood
	 347.4294

	 Akaike information criterion
	-10.07252

	 Schwarz criterion
	-9.743462


Note: Bolded coefficients are significant at the 5% level. Source: Own calculations using data from SARB (2018) and Stats SA (2020).




Table 12: Inputs for impulse responses to public- and private-earnings shocks in Figures 4 and 5
	
	LWPU
	LWPR
	
	
	
	
	

	
	
	
	
	
	
	
	

	
	4,989
	5
	
	
	
	DLWPR
	DLWPU

	0
	4,989
	5,01
	0,01
	0
	0
	1
	0

	0,007117
	4,996117
	5,008509
	0,008509
	0,007117
	1
	0,85089
	0,711736

	0,007238
	4,996238
	5,008635
	0,008635
	0,007238
	2
	0,863465
	0,723783

	0,008038
	4,997038
	5,008575
	0,008575
	0,008038
	3
	0,857503
	0,803797

	0,008094
	4,997094
	5,008575
	0,008575
	0,008094
	4
	0,857499
	0,809447

	0,008184
	4,997184
	5,00857
	0,00857
	0,008184
	5
	0,856969
	0,81837

	0,008195
	4,997195
	5,008569
	0,008569
	0,008195
	6
	0,856926
	0,819495

	0,008205
	4,997205
	5,008569
	0,008569
	0,008205
	7
	0,856868
	0,820516

	0,008207
	4,997207
	5,008569
	0,008569
	0,008207
	8
	0,856859
	0,820696

	0,008208
	4,997208
	5,008569
	0,008569
	0,008208
	9
	0,856853
	0,820816

	0,008208
	4,997208
	5,008569
	0,008569
	0,008208
	9
	0,856851
	0,820842

	
	4,989
	5
	
	
	
	DLWPR
	DLWPU

	0,01
	4,999
	5
	0
	0,01
	0
	0
	1

	0,001
	4,99
	5,00047
	0,00047
	0,001
	1
	0,047
	0,1

	0,001515
	4,990515
	5,000427
	0,000427
	0,001515
	2
	0,042692
	0,151452

	0,000585
	4,989585
	5,000482
	0,000482
	0,000585
	3
	0,048226
	0,058539

	0,000585
	4,989585
	5,00048
	0,00048
	0,000585
	4
	0,048009
	0,058542

	0,000486
	4,989486
	5,000486
	0,000486
	0,000486
	5
	0,048597
	0,048613

	0,00048
	4,98948
	5,000486
	0,000486
	0,00048
	6
	0,048607
	0,048028

	0,000469
	4,989469
	5,000487
	0,000487
	0,000469
	7
	0,048671
	0,046933

	0,000468
	4,989468
	5,000487
	0,000487
	0,000468
	8
	0,048676
	0,046806

	0,000467
	4,989467
	
	
	
	9
	
	


Source: Own calculations using data from SARB (2018) and Stats SA (2020)
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