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Our country’s Gini coefficient, a popular measure of income 
inequality, has significantly worsened since the onset of 
democracy. Not only has the indicator been moving in the 
wrong direction, it also compares poorly to South Africa’s 
global peers. The most recent estimate of our Gini 
coefficient stands at 63.1, contrasting strongly with 
countries such as Mexico (48.3), Turkey (39), India (33.4), 
and the DRC (44.4). 

It is easy to conclude from the above data that South Africa 
is on a negative path. However, a fair conclusion can only be 
drawn from a balanced analysis. If we consider the 
migration of South Africa’s Living Standards Measure (LSM) 
profile over the years, tangible improvements in the lives of 
the poorest become more evident. According to data compiled 
by the South African Audience Research Foundation, the 
concentration of South African citizens living in the lowest three 
LSM categories declined sharply from 36% to 12% of the 
population between 2004 and 2012. As a result, the proportion 
of the population in the middle income and higher income LSM 
categories has increased quite materially over the past eight 
years.

The migration of our LSM profile is not the only indication of 
progress. Referring to World Bank data, the proportion of 
South Africa’s population living on an income below the 
equivalent of $2 per day declined from about 40% in 1994 to 
just above 30% in the most recent observation, further 
supporting the idea that life is better now than it was then for 
much of the country’s poor. 

Undoubtedly, government’s role as the administrator of a 
progressive tax system and a distributor of income to those in 
need has been important in ensuring the relative social stability 
that we have seen over the past two decades. In the 2013/14 
national budget, transfers and subsidies to households make 
up a sizable 16% of consolidated government expenditure. 
Additionally, social grants expenditure is now equivalent to 
3.4% of the national economy, providing a major boost to 
overall consumption. The demand for goods and services 
created by higher levels of consumption feeds naturally into 
lower unemployment and faster growth than otherwise would 
occur, as multiple rounds of new spending are generated.

Considering the more balanced view of South Africa’s 
economic and social progress since 1994, the value of the 
sacrifices made by those who were part of the struggle 
becomes abundantly clear. While development has been 
slower than what the country has hoped for, South Africa has 
certainly not moved backwards.The robust political debate 
amongst diverse members of society through the various 
media platforms gives us a striking reminder of the extent of 
progress made in issues such as freedom of speech and 
association. The substantial growth of a new black middle 
class also shines light on positive changes for many of those 
whose incomes were previously stagnant or declining.
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It is sometimes said that South Africa’s social and economic progress has been too slow and too 
concentrated since 1994. 

Note: * Most recent observation; 0 indicates perfect equality, 100 indicates perfect inequality  
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However, if our country is to reach its full potential, we will 
need to become active on a number of fronts. Evidently, the 
South African economy is heavily reliant on the social safety 
net of government’s welfare system. While this method of 
stimulating the economy has been important to maintaining 
social cohesion and income growth, it cannot continue on 
the same scale forever. South Africa’s long term prospects 
therefore rest on the implementation of more sustainable 
supply-side policies, aimed at improving the competitiveness 
and capacity of our industries while slowly but methodically 
reducing the burden on government to keep the economy 

afloat.  In this regard, we have seen policy migrate towards 
an emphasis on global competitiveness, infrastructure 
development, and cost control in key network industries. 
With sufficient political buy-in from all levels of government 
and society, the deliberate and consistent implementation of 
these supply-side policies have the potential to move the 
South African economy into the territory of true emerging 
market growth. The full value of those sacrifices made during 
the struggle will be felt when South Africa reaches this state. 


