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South African kids at a garbage dump

South Africa: inequality is
extreme and still Rising
*A new report says that South Africa’s dual economy is among the most unequal in the world.

S

outh Africa is one of the most
unequal countries in the world.
In 2014, the top 10% of earners
captured two thirds of total income.
This contrasts with other high-income
inequality countries such as Brazil, the
United States and India where the top
10% is closer to 50–55% of national income. However, unlike other highly unequal countries, the divide between the

top 1% and the following 9% in South
Africa is much less pronounced than the
gap between the top 10% and the bottom 90%. The average income among
the top 1% was about four times greater
than that of the following 9% in 2014
(for comparative purposes, the top 1% in
the United States earn seven times more
than the following 9%), while average income among the top 10% was more than
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seventeen times greater than the average
income of the bottom 90% (it is eight
times more in the United States). It is
then only logical that the income share
of the top 1% is high, capturing 20% of
national income, though this is not the
largest share in the world.
The South African “dual economy”
can be further illustrated by comparing
South African income levels to that of
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European countries. In 2014, the average national income per adult among the
richest 10% was €94 600, at purchasing
power parity, that is, comparable to the
average for the same group in France,
Spain or Italy. But average national income of the bottom 90% in South Africa
is close to the average national income
of the bottom 16% in France. In light
of these statistics, the recently debated
emergence of a so-called middle class is
still very elusive. Rather, two societies
seem to coexist in South Africa, one enjoying living standards close to the rich
or upper middle class in advanced economies, the other left behind.
South Africa is an exception in
terms of data availability in comparison
with other African countries. The period
for which fiscal data are available starts in
1903 for the Cape Colony, seven years
before the Union of South Africa was
established as a dominion of the British
Empire, and ends in 2014, with some
years sporadically missing, and noticeably an eight- year interruption following the end of apartheid in 1994. As is
often the case with historical tax data series, only a very small share of the total
adult population was eligible to pay tax
in the first half of the twentieth century.
Therefore, the fiscal data from which we
can estimate top-income shares allows us
to track the top 1% income share since
1913, but only cover the top 10% of the
population from 1963 (with a long interruption between 1971 and 2008).
With important short run variations, the evolution of income concentration over the 1913–1993 period seems
to follow a very clear long-term trend.
The income share of the richest 1% was
more than halved between 1913 and
1993, falling from 22% to approximately 10%. Not only did the income share
attributable to the top 1% decrease, but
inequality within this upper group was
also reduced. Indeed, the share of the top
0.5% fell more quickly than the share
of the next 0.5% (from percentile 99 to
percentile 99.5). Consequently, while the
top 0.5% represented about 75% of the
top 1% in 1914, by the end of the 1980s,
their representative proportion fell to
60%.
Despite the extreme social impli22
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cations of the first segregationist measures that were implemented in the early 1910s, these policies did not lead to
large increases in income concentration
among the top 1%. This was also a time
in which South Africa progressively developed its industrial and manufacturing
sector, enjoying notable accelerations in
the 1930s that were to the benefit of the
large majority of the population. Aside
from a brief fall during the Great Depression, average real income per adult then
increased steadily.
During the Second World War,
national average continued to follow
its previous trend, but the average real
income of the richest 1% took off. As
a consequence of the demand shock
during the war, the agricultural export
prices boomed, the manufacturing sector more than doubled its output between 1939 and 1945, and profits for
the foundry and engineering industries
increased by more than 400%. However, the wage differential between skilled/
white and unskilled/black workers remained extremely large. As C.H. Feinstein described, “black workers [were]
denied any share of the growing income
in the new economy they were creating.”
In contrast, income growth in the
1950s was more inclusive, as average real
income per adult increased by 29% between 1949 and 1961, while the average
real income of the top 1% slightly decreased. By 1961 the income share of the
top 1% had fallen to around 14%. In the
1960s, both averages grew approximately at the same rate such that inequality
remained relatively constant. Following
60 years of successive increases, national average income was almost four times
greater by the early 1970s than in 1913.
Inequality resumed its downward sloping
trend from 1973, but this also marked a
period of overall income growth stagnation in South Africa until 1990 that culminated in a three-year recession.
For the first time in the previous 90
years, gold output started falling. Richer seams were exhausted and extraction
costs increased rapidly. The industry that
was once the engine of the economy
started to weaken. Increases in oil prices
and other commodities accelerated inflation dramatically, averaging about 14%
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per year between 1975 and 1992. In the
1980s, international sanctions and boycotts were placed on South African trade
as a response to the apartheid regime,
adding further pressure to that created
by domestic protests and revolts, and
contributed to the destabilization of the
regime in place. White dominance was
challenged on both economic and political grounds, to which the ruling government progressively made concessions,
recognizing trade unions and the right
to bargain for wages and conditions;
this could partly explain why the average
real income per adult of the top 1% decreased faster than the national average.
There are no fiscal data to estimate
top-income shares for the eight years that
followed 1993. However, joining up the
data points to the next available figure
in 2002 suggests that income inequality
has increased sharply between the end
of apartheid and the present, even if the
magnitude of the increase must be taken with caution, as the estimates in these
two periods may not be totally comparable.
The income share of the top 1%
increased by 11 percentage points from
1993 to 2014. Part of the increase from
1993 to 2002 should come from changes in the tax code. In particular, before
2002, capital gains were totally excluded, which is very likely to downward bias
the share of top-income groups. Also, the
tax collection capabilities seem to have
increased substantially in the last years.
That being said, household survey data
for the years 1993, 2000 and 2008 research has demonstrated that inequality
increased significantly during the period
for which we have no fiscal data.
At first, it might seem puzzling that
the abolishment of a segregationist regime was followed by an aggravation of
economic inequality. The establishment
of a multiracial democracy, with a new
constitution and a president of the same
ethnic origin as the majority of the population, did not automatically transform
the inherited socio-economic structure
of a profoundly unequal country. Interracial inequality did fall throughout
the eighties and nineties, but inequality
within race groups increased: rising black
per capita incomes over the past three
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Income inequality in South Africa
• South Africa stands out as one of the most unequal countries in the world.
In 2014, the top 10% received 2/3 of national income, while the top 1%
received 20% of national income.
• During the twentieth century, the top 1% income share was halved between
1914 and 1993, falling from 20% to 10%. Even if these numbers must be
qualified, as they are surrounded by a number of uncertainties, the trajectory
is similar to that of other former dominions of the British Empire, and is partly
explained by the country’s economic and political instability during the 1970s
and 1980s.
• During the early 1970s the previously constant racial shares of income started
to change in favor of the blacks, at the expense of the whites, in a context of
declining per capita incomes. But while interracial inequality fell throughout the
eighties and nineties, inequality within race groups increased.
• Rising black per capita incomes over the past three decades have narrowed the
interracial income gap, although increasing inequality within the black and
Asian/Indian population seems to have prevented any decline in total inequality.
• Since the end of Apartheid in 1994, top-income shares have increased
considerably. In spite of several reforms targeting the poorest and fighting the
segregationist heritage, race is still a key determinant of differences in income
levels, educational attainment, job opportunities and wealth.

“The establishment of a
multiracial democracy, with
a new constitution and a
president of the same ethnic origin as the majority
of the population, did not
automatically transform the
inherited socio-economic
structure of a profoundly
unequal country. Interracial
inequality did fall throughout the eighties and nineties, but inequality within
race groups increased.”
decades have narrowed the black-white
income gap, although increasing inequality within the black and Asian/Indian
population seems to have prevented any
decline in aggregate inequality. In explaining these changes scholars agree in
that the labor market played a dominant
role, where a rise in the number of blacks
employed in skilled jobs (including civil
service and other high-paying govern-

ment positions) coupled with increasing
mean wages for this group of workers.
Since 1994, several redistributive
social policies have been implemented
and/or extended, among which important unconditional cash transfers targeting the most exposed groups (children,
disabled and the elderly). At the same
time, top marginal tax rates on personal income were kept relatively high and
recently increased to 45%. However, in
spite of these redistributive policy efforts,
surveys consistently show that top-income groups are still overwhelmingly
white. Other studies further demonstrate that such dualism is itself salient
along other key dimensions such as unemployment and education. Furthermore wealth, and in particular land, is
still very unequally distributed. In 1913,
the South African parliament passed the
Natives Land Act which restricted land
ownership for Africans to specified area,
amounting to only 8% of the country’s
total land area, and by the early 1990s,
less than 70 000 white farmers owned
about 85% of agriculture land. Some
land reforms have been implemented,
but with seemingly poor results, and it is
likely that the situation has not improved
much since, although precise data about
the recent distribution of land still needs
to be collected.
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Given this socio-economic structure, the interruption of the international boycotts in 1993 might have more directly favored a minority of high skilled
and/or richer individuals who were able
to benefit from the international markets,
which therefore contributed to increase
inequality. Furthermore, the implementation of the Growth, Employment and
Redistribution (GEAR) program in
1996, which consisted of removing trade
barriers, liberalizing capital flows and
reducing fiscal deficit might also have
contributed, at least in the short run, to
enrich the most well off while exposing
the most vulnerable, in part by increasing returns to capital over labor and to
skilled workers over unskilled workers.
The rapid growth experienced from
the early 2000s until the mid-2010s was
essentially driven by the rise in commodity prices and was not accompanied
with significant job creation as the government hoped it would. The income
share of the top 1% grew from just less
than 18% in 2002 to over 21% in 2007,
then decreased by about 1.5 percentage
points and increased again in 2012–2013
as prices reached a second peak. The fact
that these variations closely mirror the
fluctuation in commodity prices suggest
that a minority benefiting from resource
rents could have granted themselves a
more than proportional share of growth.
Lastly, it should be stressed that the
top 1% only represents a small part of the
broader top 10% elite which is mostly
white. While the share of income held by
the top 1% is relatively low as compared
to other high inequality regions such as
Brazil or the Middle East, the income
share of the top 10% group is extreme
in South Africa. The historical trajectory
of the top 10% group may be different
to that of the top 1%--potentially with
less ups and downs throughout the 20th
century. Unfortunately, at this stage, historical data on the top 10% group does
not go as far back in time as for the top
1% group.”
• Culled from AfricaFocus Bulletin an independent electronic publication providing
reposted commentary and analysis on African issues. AfricaFocus Bulletin can be
reached at africafocus@igc.org.
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