that has explicitly taken on the task of addressing this Iegacy.”

“ . . . . . . .
South Africa’s socio-economic dynamics still contain considerable

inequality-generating momentum, despite a post-apartheid policy milieu
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In the opening contribution to this chapter, Ingrid Woolard,

Murray Leibbrandt and Hayley McEwen present their latest
research findings pertaining to inequality patterns. Their
study, based on comparative data from the 1993 Project
for Statistics of Living Standards and Development
(PSLSD) and the 2008 National Income Dynamics Study
(NIDS) confirms that high aggregate inequality between
these two measurement points has not declined over the
past 15 years, and that there are still entrenched factors
in our economy that provide ‘considerable inequality-
generating momentum’. Both inter-group and intra-group
inequality have grown during this period. While this does
not suggest a trend of gradual decline of the country’s
‘racial footprint’, its demographic implication, particularly
as it relates to the black African component of the
population, is significant. Exponential growth of inequality
levels within this section of the population, combined with
its large numerical majority, will ensure that the material
attributes of this group exert growing influence over
aggregate inequality trends.

In the next article, Vusi Gumede documents the
government’s search for a comprehensive South African
anti-poverty strategy. He articulates the need for an
approach that spans the broad range of interactions
between the different structural and temporal variables
that impact on poverty levels, and outlines the conceptual
and practical considerations that have to be taken into
account in its development. In its current form, the strategy
is based on nine key pillars that have been informed
by broad consultations across the policy stakeholder
spectrum. According to Gumede, the recommendations

and insights gained from these interactions have not
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been taken lightly, and the process has sought to identify
specific opportunities for these stakeholders and the state.
For its part, it is important for the state to consider how
it would scale up its capacity for implementation, and
ensure that this is done in unison. Gumede concludes that
state cohesion will be the decisive factor in the successful

implementation of the strategy.

In the final article in this chapter, Andries du Toit
states that, by and large, land reform policy has failed.
It has not been able to meet its targets for distribution
and, as a result, most black farmers remain poor and
structurally marginalised. Du Toit locates his discussion
within the reality of this structural marginalisation, and
explores the ways in which it can be challenged by
means of agriculture and agrarian policy. He contends
that much of the failure can be attributed to the untested
assumptions that have informed the post-apartheid state’s
agrarian vision. By means of examples, he highlights how
this vision was premised on unrealistic and mistaken
beliefs about the likely consequences and impacts of
‘inclusion’” and ‘integration’ into commercial markets.
He concludes that the situation will be perpetuated if
policy continues to be informed disproportionately by
narrow ideological commitments to commercialisation.
In this regard, he points to the recent return of support
for the idea that subsistence food production should be
valued and supported in terms of its contribution to social
protection. In conclusion, Du Toit proposes that much
greater emphasis should be placed on an appreciation of
the downstream links that connect small farmers to the
markets, as well as on the power relations involved in

these interactions.
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Income poverty and inequality scorecard

Transformation g

Reduced income poverty and inequality

. . Status Status Status Status Positive
Desired outcome Indicator 19901994 2007 2008 2009  development
_Reducmg Percentage of the populatlon 50.3% 45.5%¢ 43.1% 41.6% *
income poverty below the poverty line
Creating wealth Flegsiiizge o Ui (2oL illon - R 9.6% 10.5% 10.4% 3

above an ‘affluence’ line
African per capita income
as a percentage of white 10.2% 13.0% 12.9% 15.4%** f
per capita income
Earnings of female formal
86.1% 83.7% 80.9%
_ 0,
secto; g]orkersfas a| peircent 74.8% (2006) (2007) (2008) *
Reducing inequality Gl O Mo O miles
Gini coefficient for overall
SA population 0.67 0.68 0.68 0.66 4
Gini coefficient for black 0.55 0.62 0.59 0.59 ‘ '

population

Source: Calculations by S van der Berg and D Yu using All Media Products Survey (AMPS) data, except for earnings of females, which are derived from the Labour Force Survey.

Notes: The poverty line is set at R3 000 per person per year in 2000 rands. The line of ‘affluence’ is set at
R25 000 per person per year in 2000 rands. AMPS2005 shows a sharp increase in total income in 2005

(to derive a conservative estimate, the actual income increase was adjusted downwards to be in line with growth
according to the national accounts, before poverty and affluence rates were calculated). AMPS2006 shows a sharp
increase in total income in 2006 (to derive a conservative estimate, the actual income increase was adjusted
downwards to be in line with growth according to the national accounts, before poverty and affluence rates were

calculated). Note that ‘Status Year' reports on the availability of the most recent data. Status Year 2009,

for example, reports on data that has been gathered in 2007.

* This indicator has been incorporated, as the AMPS-based gender income indicator is no longer available.
** This large shift may be indicative of comparability problems in AMPS
income data between 2006 and 2007.

The Income Poverty and Inequality Scorecard and
Star provide a snapshot impression of changes in
key indicators of poverty and inequality.

Desired direction
of change

INTERPRETATION GUIDE

Score early
1990s (=100)

— Status 2007
Status 2008
—— Status 2009
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Population share above affluence line

180
160 __

Reduced
income
poverty and
inequality

Population share
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Access poverty scorecard

Reduced poverty through better access to services

Transformation goal

Positive

Desired outcome Indicator Status 1995  Status 2007  Status 2008  Status 2009 development

Percentage of households

T o 74.2% 73.9% 75.8%

LTS I EllPanETEn: 77.6% (2006) (2007) (2008) +
Reduced Percentage of households 62.9% 80.2% 81.5% 82.7% *
access poverty with access to electricity? e (2006) (2007) (2008)

Percentage of households

: 69.9% 71.5% 70.9%

with access to clean 48.9% *

drinking water in the home! ) e (k)
Reduced Percentage of children 95.3% 94.1% 94.7% 94.4% *
education poverty 7 to 18 in school! = (2006) (2007) (2008)

) 45 45.2 45.7
2,3

feduced Infant mortality rate (1990) (2006) n.a. (2008) *
health poverty .

Estimated HIV prevalence 11.1% 11.0% 10.6% *

rate for population®

1. Sources: Stats SA, October Household Survey 1995; General Household Survey 2006, 2007, 2008
2. Sources: 1990 from UNDP Human Development Index (1990); 2005 & 2007 from Stats SA, Statistical Release PO302 Mid-year Estimates <www.statssa.gov.za>
3. Sources: Stats SA, Statistical Release PO302 Mid-year Estimates <www.statssa.gov.za>

The Access Poverty Scorecard and Star
provide a snapshot impression of changes in
popular access to services that are important
for human well-being.

Increasing
access to
services

.
)
\
INTERPRETATION GUIDE Desired direction
of change
Score early

1990s (=100)
—— Status 2007

Status 2008
— Status 2009

Proportion of households with access
to electricity
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THE PERSISTENCE OF HIGH INCOME INEQUALITY
IN SOUTH AFRICA: SOME RECENT EVIDENCE

Ingrid Woolard, Murray Leibbrandt and Haylry McEwen

INTRODUCTION

It is well known that South Africa’s inequality levels are
among the highest in the world. In this article, we consider
some recent evidence, which adds to the body of work
suggesting that aggregate inequality has not changed
significantly in post-apartheid South Africa, but that the
racial picture of inequality is slowly changing (Leibbrandt,
Woolard, Finn & Argent forthcoming). The emergence of the
black middle class has increased within-race inequality,
which has not been offset completely by the decrease in
between-race inequality.

We find that the rapid expansion of social assistance grants
over the last 15 years has made a significant contribution
to reducing poverty but has done little to reduce inequality.
This emphasises the importance of distinguishing between
poverty-reduction and inequality-reduction policies. While
these policies are often mutually reinforcing, the impact on
both outcomes may be of different magnitudes. Thus, the
fact that social grants have not reduced inequality should
not detract from the massively important role that they have
played in providing income support to the poor. There is
also an argument to be made that the success of the grants
in helping to break the intergenerational transmission of
poverty (through enhanced child nutrition, health and
education) will have a long-run effect on income inequality
that will only be realised in decades to come. Our analysis
of the role of the labour market leads us to the conclusion
that a significant reduction in the level of inequality can be
achieved only through employment growth or reduced wage
inequality. Both of these have proved to be very difficult to
effect over the post-apartheid period.

POVERTY TRENDS IN SOUTH AFRICA, 1993-2008

In this article, we use data from two largely comparable
household surveys undertaken in 1993 and 2008.The 1993
data come from the Southern Africa Labour and Development
Research Unit (SALDRU) Project for Statistics of Living
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Standards and Development (PSLSD) of that year. The 2008
data come from the base wave of the National Income
Dynamics Study (NIDS) conducted by SALDRU on behalf of
the South African Presidency.! We supplement this with a
data point from the somewhat less comparable 2000 Income
and Expenditure Survey (IES) conducted by Stats SA.

A significant reduction in the level of
inequality can be achieved only
through employment growth or
reduced wage inequality.

While the focus of the article is on inequality, this needs
to be viewed alongside the dynamic picture of poverty in
contemporary South Africa. Table 4.1.1 shows the simplest
measure of poverty, the headcount index, at two different
poverty lines. The headcount index is simply the percentage of
the population that falls below a specified poverty line. The two
poverty lines used here as those first employed by Hoogeveen
and Ozler (2006) but now in common use in South African
poverty analysis. Table 4.1.1 shows a gradual reduction in
the poverty rate (using both poverty lines) in post-apartheid
South Africa. Over the period, however, the population grew
faster than poverty fell; therefore, the number of poor people
grew in absolute terms. Using the lower poverty line, there
were approximately 22 million poor people in South Africa in
1993, compared with 26 million in 2008.

Poverty rates differ dramatically by race and gender.
Table 4.1.2 shows that Africans are much more likely to be
poor than any other race group, and that African females
are significantly more likely to be poor than African males.
The table suggests that poverty rates among coloured males

Table 4.1.1: Percentage of population classified

as poor at two poverty lines

Upper poverty line Lower poverty line

1993 72% 56%
2000 71% 54%
2008 70% 54%

Note: The upper poverty line is at R949 per capita per month, while the lower poverty
line stands at R515 per capita per month, both in constant 2008 rands.

Sources: SALDRU (1993) Project for Statistics on Living Standards and Development;
Stats SA (2000) Income and Expenditure Survey; National Income Dynamics Study
(2008) (conducted by SALDRU for the Presidency)
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Table 4.1.2: Poverty headcount index at lower
poverty line

1993 2000 2008

African female 72% 66% 68%
African male 66% 61% 60%
Coloured female 32% 32% 36%
Coloured male 29% 30% 35%
Indian/Asian female 12% 11% -

Indian/Asian male 12% 9% -

White female 5% 6% 4%
White male 6% 8% 3%

Note: The sample size for Indians/Asians in the 2008 NIDS data is too small to compute
reliable poverty estimates by gender. The poverty lines are the same as for Table 4.1.1.
Sources: SALDRU (1993) Project for Statistics on Living Standards and Development;
Stats SA (2000) Income and Expenditure Survey; National Income Dynamics Study
(2008) (conducted by SALDRU for the Presidency)

and females have risen in recent years, while declining for all
other groups.

INEQUALITY TRENDS IN SOUTH AFRICA, 1993-2008

Figure 4.1.1 presents the shares of total income accruing to
each decile for the three years under discussion. Each decile
represents 10 per cent of the population ranked according
to income, with the first decile representing the poorest
10 per cent and the tenth decile representing the richest
10 per cent of the population. This is useful in showing which
parts of the distribution have benefited or lost income share
over time. We see that income has become concentrated
increasingly in the top decile, with this group accruing
54 per cent of total income in 1993 and rising to 58 per cent
in 2008. Average household per capita income for those in
the richest decile was 26 times that of those in the poorest
decile in 2008. The poorest 40 per cent of households (i.e.
the first four deciles) accrued a meagre 5 per cent of total
national income in each of the three years.

Inequality by race group increased across the time period,
with the Gini coefficient being particularly high for Africans
(see Table 4.1.3). The Gini coefficient measures the degree of
inequality present in society, on a scale of 0, representing

Chapter 4

Figure 4.1.1: Income shares by decile,
1993, 2000 and 2008
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Sources: SALDRU (1993) Project for Statistics on Living Standards and Development;
Stats SA (2000) Income and Expenditure Survey; National Income Dynamics Study
(2008) (conducted by SALDRU for the Presidency)

Table 4.1.3: Gini coefficients for per capita income

by race and rural/urban

1993 2000 2008
African 0.54 0.60 0.62
Coloured 0.44 0.53 0.54
Asian/Indian 0.47 0.51 -
White 0.43 0.47 0.50
Rural 0.58 0.62 0.56
Urban 0.61 0.64 0.67
Overall 0.66 0.68 0.70

Note: The small size of the Asian/Indian sample in the 2008 NIDS data makes it
impossible to calculate an accurate Gini coefficient for this group.

Sources: SALDRU (1993) Project for Statistics on Living Standards and Development;
Stats SA (2000) Income and Expenditure Survey; National Income Dynamics Study
(2008) (conducted by SALDRU for the Presidency)

perfect equality (i.e. everyone has an equal income), to 1,
representing perfect inequality (i.e. one person accrues all
the income. Some would describe the coefficient as a measure
of the extent to which a socially just distribution of income
occurs within a society. In South Africa, this measurement
holds particular relevance, due to the role that apartheid
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played in skewing the distribution of the country’s income.
South Africa’s Gini coefficient has been increasing steadily
since 1993, and the figure of 0.70 for 2008 is very high by
international standards. One has to be cautious with
international comparisons, as it is hard to ensure that data
are comparable across countries. The World Development
Indicators derived by the World Bank offer a cross-country
series that is carefully put together for this purpose. The
figures in the 2009 report (World Bank 2009) indicate South
Africa is the eighth most unequal country out of the 140
countries for which data were available. It has overtaken
Brazil, which now lies in tenth position.

There is also stark inequality difference by spatial area,
with inequality in urban and rural areas being measured
at 0.56 and 0.67 respectively in 2008. Rural inequality
decreased between 2000 and 2008. This is probably a result
of increased migration to urban areas.

A RACIAL ANALYSIS OF INEQUALITY

Table 4.1.4 provides a broad breakdown of income and
expenditure measures for each of the four race groups for
2008, highlighting significant differences between the
population and income shares. While Africans accounted for
79 per cent of the population in 2008, they captured only
44 per cent of income and 41 per cent of total expenditure.

Table 4.1.5 shows the position of the different race groups
in the income distribution. Africans are spread relatively
evenly across the lower deciles (which helps explain high
within-group African inequality), while the other racial
groups are concentrated around the upper deciles. Almost
60 per cent of Asians/Indians are in the top two deciles and

South Africa is the eighth most
unequal country out of the 140
countries for which data were
available.

the corresponding share for the white population stands at
over 80 per cent.

Given the findings discussed so far, our a priori expectation
should be that measured African inequality would be
higher than white and coloured inequality for any method
of measurement. Lorenz curve analysis offers a visual
corroboration of this expectation by graphing curves for each
racial group that represent their relative degree of inequality.
The closer the curve is to the 45° line of perfect equality, the
more equal the income distribution within that group. Figure
4.1.2 shows the Lorenz curves for all the racial groups, and
it confirms that income is more evenly distributed among
whites than among coloureds and Africans. Due to the fact
that the Asian/Indian curve crosses the African and coloured
curves, we cannot infer anything about overall Asian/Indian
inequality dominance based on these curves alone.

Another popular measure of inequality is the Theil
measure, a useful property of which is that it is decomposable
into a share of the total measured inequality that is
attributable to inequality within each of the racial groups
and a share that is attributable to inequality between racial
groups. Table 4.1.6 shows the Theil decomposition by race
for 2008. It can be seen that 59 per cent of overall income
inequality is driven by differences within races, while the
remaining 41 per cent is driven by income inequality
between racial groups.

Table 4.1.4: Income and expenditure shares and means by race, 2008

Population Income Expenditure P.er [Pl e caplta
share share share income expenditure
(R/p.m.) (R/p.m.)

African 79.3% 43.5% 41.8% 934 775
Coloured 8.9% 8.6% 9.9% 1657 1633
Asian/Indian 2.6% 7.6% 7.4% 5057 4239
White 9.2% 40.3% 40.9% 7 461 6 572
Overall 100% 100% 100% 1705 1479

Sources: National Income Dynamics Study (2008) (conducted by SALDRU for the Presidency)
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Table 4.1.5: Income decile composition of each race, 2008

Decile African Coloured Asian/Indian White
1 12.4% 2.0% 0.5% 0.7%
2 12.0% 5.7% 0.0% 0.0%
3 11.9% 4.9% 2.7% 0.5%
4 11.5% 10.1% 0.5% 0.1%
5 11.5% 7.3% 6.1% 0.2%
6 10.9% 12.4% 1.4% 2.2%
7 10.3% 11.3% 17.9% 4.1%
8 8.7% 21.6% 12.0% 9.5%
9 7.4% 17.4% 21.9% 21.6%
10 3.4% 7.3% 37.0% 61.1%

100% 100% 100% 100%

Source: National Income Dynamics Study (2008) (conducted by SALDRU for the Presidency)

Figure 4.1.2: Income Lorenz curves by race
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Source: National Income Dynamics Study (2008) (conducted by SALDRU for the
Presidency)
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Table 4.1.6: Theil decomposition of income into

between-race and within-race

components
Theil decomposition

Overall 0.99
African 0.75
Coloured 0.52
Asian/Indian 0.65
White 0.39
Within 0.58

58.6%
Between 0.41

41.4%

Source: National Income Dynamics Study (2008) (conducted by SALDRU for the
Presidency)
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Using a method pioneered by Elbers, Lanjouw, Mistiaen
and Ozler (2008), it is possible to measure the extent of
between-group inequality in a way that ‘strips out’ the effect
of changes in demographic shares. The key idea of their
method is that total inequality is effectively a measure of
between-group inequality that would be observed if every
household in the population constituted a separate group.
They, therefore, propose a measure that calculates the
observed between-group inequality as a percentage of the
maximum possible between-group inequality. Using this
method, South African inequality between racial groups
stood at almost 69 per cent of its maximum possible level in
1993. By 2000, this figure had fallen to about 50 per cent
and by 2008 to 48 per cent. Thus, the change in the racial
dynamics of inequality was most significant in the period
between the democratic transition and 2000, while the
changes between 2000 and 2008 were more muted.

INCOME SOURCE INEQUALITY

Figures 4.1.3, 4.1.4 and 4.1.5 illustrate the changing
importance of the different components of income for each
decile in 1993, 2000 and 2008. Earnings from the labour
market make up the bulk of total income for the higher
deciles, while the contribution of government grants is
particularly important for poor households. It is interesting
to note the growing contribution of government grants to
these households — for the bottom decile the figure grows

Figure 4.1.3: Income components by decile, 1993
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Source: SALDRU (1993) Project for Statistics on Living Standards and Development
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from 15 per cent to 29 per cent to 73 per cent, and this
reflects the increasing number of social assistance grants
that have been rolled out over the past 15 years. Indeed, by
April 2009, 13.4 million people were benefiting from social
grants. Of these, 2.3 million were receiving old age pensions,
1.4 million were receiving disability grants and 9.1 million
children were benefiting from child support grants.

The contribution of remittances to total income has
steadily decreased for the lower deciles, suggesting that there
may have been a crowding out of private transfers by public
transfers. Capital income (e.g. dividends and interest) is
small for all except the top decile, where its contribution rose
from 4 per cent in 1993 to 11 per cent in 2008.

By decomposing the contributions of the various income
sources to overall inequality, Tables 4.1.7, 4.1.8 and 4.1.9
provide a more detailed analysis of the dynamics influencing
inequality. Income is decomposed into four sources:
remittances, wage income (including self-employment), social
assistance (‘grants’) and capital income (such as dividends,
interest, rental income and private pensions). Across all
three years, wage income has a dominant share of income
(around 70 per cent) but makes an even larger contribution
to inequality (around 85 per cent). Thus, the labour market
is shown to sit centre-stage as the driver of South African
income inequality.

A useful extension to this decomposition, suggested by
Lerman and Yitzhaki (1994), allows the contribution to
inequality of wage income (or any income source) to be

Figure 4.1.4: Income components by decile, 2000
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further disaggregated into a contribution due to inequality
among those earning income from that source and the
proportion of households who have no access to a particular
income source. Thus, labour market inequality is divided
into two parts: the inequality amongst those who earn a
labour market income, and the inequality between those
with a labour market income and those without. From such
exercises, it appears that at least one-third of wage inequality
is attributable to the large percentage of households with
zero wage income (Leibbrandt, Woolard & Woolard 2000).
Thus, low labour force participation and lack of access to
employment are an important component of the dominance
of the labour market in driving South African inequality.

In contrast to wages, state transfers are shown to account
for up to 10 per cent of income, but make almost no
contribution to inequality (i.e. they neither increase nor
decrease inequality). This result may seem counter-intuitive;
given the means-tested nature of many social grants, one
might expect them to reduce inequality. However, these
grants target significant income support at specific groups:
the elderly, the disabled and households with children. Thus,
those households with eligible individuals are moved up into
the lower-middle sections of the income distribution, leaving
those households without eligible recipients at the very
bottom. This result highlights both the importance of the
support coming from these grants and the fact that there are
gaps in this support structure. It is those who are healthy, of
working age but unemployed that are ‘missed’ by the grants.

Figure 4.1.5: Income components by decile, 2008
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Source: National Income Dynamics Study (2008) (conducted by SALDRU for the
Presidency)
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Ideally, this group should be drawing income from productive
employment in the labour market. As it is, there are tricky
sustainability issues involved in discussions around the
extension of the grants to this group, which should be
economically active and able to generate the tax revenue
with which to fund grants.

THE ROLE OF THE LABOUR MARKET

The preceding section pointed to the significant role that
labour market income plays in determining the level of
income inequality. It is important to recognise that an
individual’s labour market earnings depend on: (a) whether
he or she is economically active (i.e. participates in the labour
market); (b) whether he or she is able to find a job (conditional
on being economically active); and (c) the wage he or she is
able to command in the job market (conditional on finding a
job).

In Figure 4.1.6, the labour force participation rates by
decile show a generally increasing trend for all deciles from
1993 to 2008. Amongst some of the low income deciles,
there is a peak in the rate of labour force participation in
2000 followed by a drop-off in 2008. As expected, the top
income deciles display the highest rates of labour force
participation, while participation rates are well below 50 per
cent in the bottom three deciles.

Figure 4.1.7 shows the unemployment rate by income
decile. In South Africa, two unemployment rates enjoy wide
usage — a narrow rate that requires active job search in the
previous 14 days, and a broad definition that includes
individuals who say that they want a job but who have not
actively searched for work in the previous 14 days. We use
the narrow (official) definition here. The unemployment rate
is shown to be decreasing as we move up the income deciles.
The unemployment rate is higher in 2008 than in 1993 for
every decile, and is particularly severe amongst the bottom
five deciles. In 2008, the unemployment rate in the bottom
decile was measured at 69 per cent (compared with 5 per
cent in the top decile).

In order for a person to be employed, he or she must
both participate in the labour market and find a job.
The combination of low participation rates and high
unemployment rates at the bottom end of the income
distribution implies that very few individuals in the lower
deciles are employed. Figure 4.1.8 bears this out, showing
that the labour absorption rate (the percentage of the
working-age population who are employed) in 2008 was a
mere 10 per cent in the bottom decile and less than one-third
in all of the bottom five deciles. The labour absorption rate
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Table 4.1.7: Inequality decomposition by income source, 1993

104

Income source

Percentage of households

Mean household monthly

Percentage share in overall

receiving income (R) Gini
Remittances 24.2 157 -0.5
Capital income 9.7 437 11.6
State transfers 21.9 273 0.2
Labour market 73.4 4 156 88.3
Other 1.4 21 0.3
Total 100 5 044 100.0

Source: SALDRU (1993) Project for Statistics on Living Standards and Development

Table 4.1.8: Inequality decomposition by income source, 2000

Income source

Percentage of households

Mean household monthly

Percentage share in overall

receiving income (R) Gini
Remittances 36.4 370 2.1
Capital income 5.6 233 4.8
State transfers 24.7 259 0.7
Labour market 71.8 4438 90.9
Other 4.6 80 1.5
Total 100 5372 100.0

Source: Stats SA (2000) Income and Expenditure Survey

Table 4.1.9: Inequality decomposition by income source, 2008

Income source

Percentage of households

Mean household monthly

Percentage share in overall

receiving income (R) Gini
Remittances 14.0 282 5.1
Capital income 7.8 414 9.7
State transfers 47.8 412 0.3
Labour market 71.9 4128 85.0
Total 100 5236 100.0

Source: National Income Dynamics Study (2008) (conducted by SALDRU for the Presidency)
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Figure 4.1.6: Labour force participation rates
by decile, 1993, 2000 and 2008

Figure 4.1.7: Unemployment rates by decile,
1993, 2000 and 2008
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Sources: SALDRU (1993) Project for Statistics on Living Standards and Development;
Stats SA (2000) Income and Expenditure Survey; National Income Dynamics Study
(2008) (conducted by SALDRU for the Presidency)

Figure 4.1.8: Labour absorption rates by decile,

1993, 2000 and 2008
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Sources: SALDRU (1993) Project for Statistics on Living Standards and Development;
Stats SA (2000) Income and Expenditure Survey; National Income Dynamics Study
(2008) (conducted by SALDRU for the Presidency)

has shown different trends across the income distribution
over time. Among the poorest decile, the labour absorption
rate peaked at about 25 per cent in 2000 before falling to
just above 10 per cent in 2008. The top decile had a labour
absorption rate that peaked at 78 per cent in 1993 before
falling to 63 per cent in 2008.
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The previous three figures show clearly that in the
initial post-apartheid period participation rates increased
faster than absorption rates, with a consequent increase
in unemployment rates across all deciles. Since 2000, the
aggregate unemployment rate has declined marginally,
driven by increased absorption of those individuals in the
top six deciles. In the lower deciles, the early post-apartheid
trend continued into 2008. Indeed, this lack of successful
integration into the labour market is the reason for many
of these households finding themselves at the bottom of the
income distribution.

CONCLUSION

The long-run development trajectory in South Africa
resulted in a society defined by very high inequality with a
strong racial component. Direct racial privileging in state
policy towards human capital intersected with a growing
private sector economy to generate a prototypical model
of inequality-perpetuating growth. Unfortunately, such
inequities leave very long-run legacies and these processes
are hard to reverse.

The evidence presented in this article shows that South
Africa’s high aggregate inequality has not fallen. Clearly, 15
years of post-apartheid transition has not been sufficient for
these factors to work their way out of South African society.
Indeed, South Africa’s socio-economic dynamics still contain
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South Africa’s changing population
shares imply that a policy focus on
race-based redistribution will become
increasingly limited as the foundation
for further broad-based social
development.

considerable inequality-generating momentum, despite a
post-apartheid policy milieu that has explicitly taken on the
task of addressing this legacy.

The article further shows that this inequality is being
driven by labour market dynamics. Moreover, the lack of
unskilled and semi-skilled job creation has effectively
removed any poverty-alleviation impetus from the labour
market. In contrast to this, it is shown that the increased
expenditure by the state on social grants has played a
dominant role in the reduction in poverty over the post-
apartheid years.

A demographic trend that will have a bearing on these
dynamics going into the future is the fact that the African
group accounts for 80 per cent of the population (and is
rising). Thus, intra-African inequality and poverty trends
are already characterising, and will increasingly dominate,
aggregate inequality and poverty trends. This is not to say
that the country’s racial footprint has disappeared, as
evidenced by the fact that the between-race component of
income inequality remains remarkably high by international
norms and its decline has slowed since the mid-1990s.
Moreover, the bottom deciles of the income distribution and
the poverty profile are still dominated by Africans, and racial
income shares are far from proportionate with population
shares. Nonetheless, South Africa’s changing population
shares imply that a policy focus on race-based redistribution
will become increasingly limited as the foundation for further
broad-based social development. Rather, it would seem that
a more dynamically sustainable direction lies in addressing
seriously the increasing inequality within each race group.

NOTES

1. For more information about this survey, see www.nids.uct.ac.za.
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POVERTY IN SOUTH AFRICAN: GOVERNMENT
ATTEMPTS TO INCLUDE THE EXCLUDED IN
DESIGNING POLICIES AND PROGRAMMES
AIMED AT REDUCING POVERTY

Vusi Gumede

INTRODUCTION

Since 1994, the South African government has pursued its
poverty alleviation mandate consistently through strategies
intended to deal with income, human capital, social capital,
service poverty and asset poverty. As a consequence, its
interrogation of the challenges has related to overall poverty
trends and the scale of the so-called ‘second economy’, and
has placed a strong emphasis on the nexus between access to
income, services and assets (see, for instance, Gumede
2008a).

Over the past two years, the government has invested
significant time and resources in the development of a com-
prehensive anti-poverty strategy (the Strategy, hence-forth)
that encompasses the interactions of a variety of structural
and temporal variables within this nexus. This article sheds
some light on the Strategy and points to some of its major
challenges. The Strategy’s development was not an overnight
process. Consultation with a broad array of social actors was
necessary, and a significant amount of reflection was required
to think through some of the conceptual and practical issues
that would be involved in the Strategy’s implementation. It
was, forinstance, importanttoreach consensus on conceptual
issues relating to the link between poverty and inequality,
and to answer strategic questions relating to the action or
implementation plan (the Plan, henceforth) accompanying
it. As would be expected, agreeing on targets, time lines and
indicators for the Plan was a tall order, particularly in the case
of critical poverty-alleviating sectors, such as education and
healthcare. Added to this, there were important analytical
questions relating to the analysis of existing policies and
programmes aimed at eradicating poverty and inequality, as
well as issues that needed to be resolved regarding the scope
of the Strategy.!

While the intricacies of the Strategy and its accompanying
Plan were being debated, the government launched its
War-on-Poverty Campaign (the Campaign, henceforth), in
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order to ensure that poor South Africans did not fall victim
to inaction resulting from the interim planning phases. In
essence, the Campaign was meant to mobilise all the spheres
of government towards providing the necessary services
for those classified as poor. In addition, 