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Abstract: Based on the methodology of Ravallion and Ch&032, Kakwani and Pernia (2000)
and Kakwani, Khandker and Son (2003) and using éfmld survey data, we analyze poverty,
inequality and pro-poor changes in South Africaroee period 1995-2005 and in Mauritius
over the period 2001-2006. Conditions are veryeddit in these two countries. South Africa is
one of the least equal countries in the developiayld while inequality in Mauritius is
relatively low in comparison to other African coties. Similarly, using a reference threshold of
USD 3 a day, we find that poverty headcount watsalty around 42% in South Africa and 6%
in Mauritius. Moreover, in addition to these initidifferences, the two countries have
experienced very different pro-poor growth pathsmporal differences reveal that inequalities
have increased significantly in South Africa oviee fperiod and that the poverty headcount in
2005 would have been around 10 percentage point&rlavithout this strong adverse
redistribution effect. South African growth has bemti-poor relatively speaking. Conversely,
growth was absolutely pro-poor in Mauritius ovee theriod 2001-2006. Deeper analysis is
conducted across areas of residence (urban anjl anchaccording to educational achievements
(some schooling versus no schooling) and gendexorAparison between Mauritius and South
Africa allows for a better understanding of botlwth and redistribution effects on poverty and
for drawing some policy recommendations towardsicedy poverty in these countries.
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1. INTRODUCTION

The recent years have witnessed an increasinglgginterest in the impact of economic growth
on poverty. An important reason for this has bémnestablishment of the so-called Millennium
Development Goals, which have set poverty reductasn a fundamental objective of

development. In the literature on the linkages leetwgrowth, poverty and inequality, there is
often a tension between macro and microanalysighodbh a search for general conclusions
may seem natural at a macro level, it is incredgiagknowledged that careful micro work is

needed to deal adequately with poverty issues (8tks and van der Hoeven, 2004). The
objective of this paper is thus to conduct a mienel analysis of inequality and poverty

changes in two Southern African countries.

Using two household survey data separated by 5l@ngkar intervals, we are able to conduct a
pro-poor growth analysis in Mauritius over the pdr2001-2006 and in South Africa over the
period 1995-2005. The poverty line is set at aregfee threshold of USD 3 per day (to reflect
Mauritius’ and South Africa’s status of middle-imse countries), and sensitivity tests are
performed to check for the robustness of resulte. We the FGT class of poverty indices
(Foster, Greer and Thorbecke, 1984) to measure riyowecidence and intensity, growth
incidence curves (Ravallion and Chen, 2003) to sttevgrowth rates of income over different
parts of the population, and Gini indices and Lareurves to assess inequality. Growth-
redistribution decompositions and indices of proypess also enable to evaluate the recent
effects of growth and inequality on poverty in Miius and South Africa. The analysis further
discerns the development disparities across rmaluaban areas, across districts and provinces,
and across schooling achievements and gender ofidbsehold head. In the case of South
Africa, we are also able to monitor the evolutidnracial disparities. A major finding is that
Mauritius and South Africa have experienced veiffjedent effects of growth on poverty and
inequality, and this is suggestive of policy recoamualations towards reducing poverty and
inequality.

Section 2 introduces the conceptual and analytieahework for assessing the pro-poorness of
growth. Section 3 presents the results of the sagkes for Mauritius and South Africa. Section
4 concludes with some policy recommendations basdatie paper’s findings.

2. FRAMEWORK FOR PRO-POOR GROWTH ANALYSIS

Addressing whether growth is pro-poor first reqgsiarifying the concept of pro-poorness,
which is usually related to the idea that the pgmt more from growth than some predefined
benchmark”. This has generated considerable debatiee scientific and policy community.

Both a relative and an absolute approach have jpegaosed to defined growth pro-poorness. In
the absolute approach, growth is defined as pro-paaeduces absolute poverty. In the relative
approach, growth is pro-poor if reduces inequadity relative poverty, meaning that growth
must benefit the poor proportionately more than nbe-poor. Although the most frequently
advocated manner to achieve absolute poverty rieduis through economic growth, whether
growth can be deemed to be “pro-poor” can thus nigga the impact of growth on inequality
and on how much this impact on inequality feed® ipbverty — see among many others



Bourguignon (2003), Bruno, Ravallion and Squire9@)Q Dollar and Kraay (2002), Eastwood
and Lipton (2001), Ravallion (2001), United Natid2600), and World Bank (2002).

2.1 Overview of the debate on absolute or relativero-poor growth

A central question in the growth pro-poorness dehat therefore whether we should be
interested in the impact of growth on “absolutegrty’ or on “relative poverty” and inequality.
To assess whether growth has been pro-poor, #rigcplarly important to distinguish between
growth that changes the incomes of the poor eblyea positive absolute amount (for absolute
poverty) and growth that changes the incomes optite by the same proportional amount as in
the rest of the population (for relative povertgan relative inequality). The first type of growth
is deemed pro-poor by the view that a change igldoo the poor if it increases the poor's
absolute living standards (see for instance Raralind Chen, 2003). The second type of growth
is deemed pro-poor by the view that “promoting pom+ growth requires a strategy that is
deliberately biased in favor of the poor so tha ploor benefit proportionately more than the
rich” (Kakwani and Pernia (2000), p.3).

Assessing the pro-poorness of growth under an atesadrsus a relative view can lead to very
different descriptive and policy conclusions. Thaimreason is that the impact of growth on
absolute poverty is often quite different fromiitgpact on relative inequality. The two leading
views of pro-poorness indeed attach completely sppaveights to whether growth should be
expected to change the incomes of the poor byaat Bome absolute amount — for absolute pro-
poor views — or by at least some proportional ameduior relative pro-poor views. The tension
between advocates of the absolute and relativerierifor assessing the impact of growth has
also been evident in the agenda of internationghmirations. Perhaps the most prominent
example (Meth, 2007) of this is in the “Eradicatdreme poverty and hunger” Millennium
Development Goal. This goal mixes a criterion falving absolute poverty (defined as the
proportion of the population below either USD 1 pay or an absolute national poverty line)
and a criterion for reducing inequality set in teraf increasing the share of the poorest quintile
in total consumption.

Given that poverty reduction has become a fundaahebiective of development, it is important
to ask whether growth is a necessary and/or sefficcondition to achieve that objective. The
consensual answer in the scientific and policy comiy is “no”. Growth is not enough for
poverty reduction since episodes of growth are siomes associated with increasing absolute
and/or relative poverty. Even for those episodewlich growth reduces poverty, “it is found
that not all growth is equally good” (Thurlow ancWsét, 2006).

The impact of growth on poverty is heterogeneousvio main reasons. First, it depends on the
existing level of inequality. One way to check tlsthe literature has been to compute a
“distribution-corrected rate of growth in averageome”, given by initial equality times the rate
of growth. For a given rate of growth, the disttibn-corrected rate of growth is then larger in
more equal societies than in less equal ones (agall®n, 2004a). Everything else being the
same, a given level of growth also achieves a highwact on poverty the greater the
distribution-corrected rate of growth. Second, timpact of growth depends on the “type” of
growth that is experienced. For instance, is itsidy-driven growth? Is it export-driven growth?



Is average growth driven by growth in rural/agriatel areas? This matters since growth
differentiation across areas and sectors is bonadféct inequality, and thus poverty, in addition
to the poverty impact that is expected to be geedray average growth. And what drives the
changes in inequality is also bound to affect ptywer

It is also advisable to focus on existing ineqyadtiecause it can be an obstacle to growth. The
link between growth, inequality and poverty is iadeparticularly important from a dynamic
perspective. The recent literature has indeed drthat too much poverty and/or inequality may
be detrimental to the growth prospects of an ecgnobhere might even exist poverty and
inequality “traps”: an economy with a high levelmdverty and/or inequality may fail to grow,
or may grow very slowly (see Banerjee and DufldQ2@nd World Bank, 2005). This is indeed
the main message of the 2006rld Devel opment Report on “Equity and Development” (World
Bank, 2005). Inequality may be self-reinforcingndering growth, and hampering poverty
reduction in the longer term.

This suggests that it may be appropriate to loothateffect of policy on absolute poverty and
inequality even if we are normatively concerned yomlith long-term absolute poverty
alleviation. Indeed, there does not seem to benergdly acceptable solution to the pro-poor
debate other than saying that both absolute amdivelpro-poorness should be of concern to
analysts interested in the impact of growth. Beearfghis, we will consider below the impact of
growth both on absolute poverty and on inequality.

2.2 Methodology and data

Details of the methodology are presented in theefdppx. For both Mauritius and South Africa,
two recent household surveys are used to assesvttution of poverty and inequality and to
evaluate the pro-poorness of growth (absolutelyratadively speaking).

To compare poverty across countries and across timeeed to measure consumption in units
that are comparable in terms of purchasing powersaandividuals, space and time. To do this,
we first compute dailyper capita expenditures from the micro-data records and véheen
according to 2005 price levels using the consumee pndices published by the statistical office
of each countryy Theseper capita expenditures, expressed in 2005 national-urbare peivels,
are then converted into 2005 US dollars using @b 2urchasing power parities (PPP) that can
be found in World Bank (2008). PPP are commonlyduse comparisons of absolute levels of
living standards, although it is well-known suchmarisons can be sensitive to the choice of
PPP that is madeHowever, this choice does not affect the distidubf income shares within

a country at a given time period. A poverty lineu8D 3 per day is used as a reference poverty
line®, but sensitivity tests are systematically perfairteecheck for the robustness of results.

! For some countries, rurpkr capita expenditures are transformed into urban valuembliplying them by the
ratio of urban/rural poverty lines, this ratio thieeing used as a proxy for the price differences pinevail between
the urban and the rural areas in those countrieis. i§ not done for Mauritius and South Africa €nwo readily
available information on spatial price variatiorultbbe found.

See for example Chen, Datt and Ravallion (1994xfdiscussion of the use of PPP for internationedgarisons
of poverty.

% If we set a poverty line under USD 3, the numigramr in Mauritius is quasi nil.
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Sampling weights are applied to all computationsusthold sizes are also used to weight the
household observations, so that all estimates @rguated on the implicit (and usual) basis that
individuals are the appropriate units of analy$ise computation of the standard errors is done
taking into account (when available) the stratiiima and the clustering of the household
surveys. Most of the estimation of the indices an/es is carried out using the DASP package
- see Araar and Duclos (2007a). The household atatslauritius used in this report have been
collected by Mauritius' Central Statistics Officeventh and eightkousehold Budget Surveys
(2001/2002 and 2005/2006) - see http://www.gov.mogd/site/. The sample size is respectively
of 6,710 and 6,720 households in 2001 and 2006 hdhsehold data on South Africa have been
collected into theSurveys on the income and expenditure of households (1995/1996 and
2005/2006) by Statistics South Africa - see hitywM.statssa.gov for more information. They
concern 29,582 households in 1995 and 21,144 holdseim 2005.

3. CASE STUDIES OFMAURITIUS AND SOUTH AFRICA

Using those datasets and the standard methodokxyyided above and in the Appendix, a pro-
poor growth analysis was conducted for Mauritiugro2001-2006 and for South Africa over
1995-2005. The following describes the initial ciieths of those countries, including the levels
of poverty and inequality. Indices of pro-poornass thereafter presented along with growth-
redistribution decompositions. As we shall see, bsults from the two countries are very
different.

3.1 Initial conditions and policy environments in the tvo countries

Mauritius is a small country of less than 2,000 ksg with a little more than 1 million
inhabitants; it is also the most densely populatahtry in Africa. It includes the isolated island
of Rodrigues and several smaller islands. Around tme population lives in urban areas.
Despite its density and relatively small size, gapgical and social diversity in living standards
does exist in Mauritius. Pockets of both urban amdl poverty exist, the latter notably on the
Rodrigues island. Disparity in incomes in urbaraares usually considered to be greater than in
semi-urban and rural ones. Although various cuiwaed traditions live in peace in Mauritius,
Mauritian Creoles, who make up a third of the papah, live in relatively greater poverty.
There is also evidence that the prevalence of lomeomes is mostly explained by
unemployment (officially modest, at less than 1@&ppposed to low wages.

Since its independence in 1968, Mauritius has dgesl from a low-income economy based on
agriculture to a middle income economy increasirgjiersified into industrial, financial and
touristic sectors (services accounting for twoekiof the economy). Mauritius' rapid economic
progress over the last four decades has set it @axample of an African success story in terms
of economic and social development. The institwiosource of Mauritius' success has
traditionally been attributed to the provision oktble and competitive regulatory and fiscal
(including relatively low income and corporate taxenvironment that favors labor-intensive
activities in sectors such as sugar, textiles anoligm. Such policies have tended to reduce
unemployment and increase labor force participatioparticular that of women.



Mauritius' poverty reduction strategy has been kpaed employment opportunities and

modernize its economy, while maintaining an elatosacial safety net. It has been hoped that
what remains of extreme poverty after several desaaf strong economic growth would be

alleviated by skills acquisition programs for urigld and uneducated individuals and nutritional

and medical assistance for the others. Mauritissdiso had a policy of allocating significant

public resources to education and health. Adwtdity and life expectancy are well above the
sub-Saharan African average. Health care is frekheralth facilities are of reasonably good

quality and accessibility throughout the countrizeToenefits of Mauritius's educational system
have also become more universally distributed e l8st 15 years, with a move away from a
strongly elitist system to one with greater acdsbsi to secondary and higher education.

Mauritius' economic success has largely been basila sugar and clothing exporter as well an
upmarket touristic destination. The government'settpment strategy has recently largely
centered on attracting foreign investment. This d¢rasted a large number of offshore entities,
many of which in direct commercial links with Indiad South Africa. Mauritian exports have,

however, recently been hit by fierce competitiaanirlower-cost textile producers as well as by
the loss of European sugar subsidies. Recent ppblicy challenges have consequently dealt
with decline of Mauritius' traditional textile arsigar industries, and attempts to diversify the
economy towards sectors such as information teogyol financial services, business

outsourcing, and greater growth potential for aisrism industry. The latter is being stimulated

in part by reducing duties on products such asiigt food, jewelry and electronic equipment.

Mauritius’ government has recently set up an ambgipackage of social measures to mitigate
the negative impacts of the recent global financraédis. This has included large increases in
subsidies for rice, flour and cooking gas, incompp®rt for close to 100,000 beneficiaries, the
restoration of a universal old-age pension andparcent increase in social assistance. Further
measures have aimed at promoting inclusive growth fall employment. Some 9,300 small
entrepreneurs (such as planters, breeders, fishematailers and hawkers) who experienced
difficulties in repaying their loans were targetedreceive support. The Eradication of Absolute
Poverty (EAP) program is set to assist 7,200 fawsiliving in extreme poverty with the payment
of school fees and health spending. EAP will alsovigdle public housing and training to the
unemployed. Mauritius’ program also contains prowvis to address the problem of female
unemployment, as women make up only 20 per cettteopaid workforce. The Empowerment
Programme targets women over 45 and contributgsersent of their wages as opposed to 50
per cent for men. In addition, a new credit schésnieeing created to meet 100 per cent of the
financing requirements of projects implemented loyngn.

South Africa's successful transition from aparttei€ull democracy in 1994 has given the world
a powerful demonstration that a peaceful shift figotitical conflict to cooperation was possible.
Since then, South Africa has also displayed renfdekaocio-political stability, which has
resulted in a strong influence in Africa and inedfanally. South Africa also has the most
advanced economy in Africa. Its geographical posigjrants it a privileged role as gateway to
Sub-Saharan Africa, and its economy has grown hagidice the 1994 democratic transition.
South Africa’s main economic sectors include minifigs largest industrial sector),
manufacturing and services. Agriculture contribuégeund 4% to South Africa's GDP and
provides mostly cattle and sheep farming. The agimfinancial infrastructure is also well



developed. Real GDP growth, of about 4% per annuen the last 15 years, has been bolstered
mostly by strong domestic demand in housing, sesvand manufacturing, and by strong private
investment. The national government's fiscal stdraebeen prudent, leading to relatively low
levels of total and external debt. Consumer pridation has also been modest at about 5%
since the 1994 transition.

South Africa's economy has also gone through alrapéning to the rest of the world. Exchange
controls have been relaxed and import tariffs hbeen reduced. This has led to a greater
diversity in exports, with a decrease in the re@atmportance of mining. It also has stimulated a
significant increase in productivity over the |48t years. Robust economic growth in the post-
apartheid period has made possible a decline inlatiesincome poverty. But South Africa's
relatively sophisticated formal economy still cagiwith a large informal economy on which a
substantial part of the population depends fowvendi through near-subsistence agriculture or
dependence on the informal sector.

The country further suffers from the presence afdasocio-economic inequalities in incomes
and wealth, mostly resulting from the apartheidmeg These manifest themselves in the form
of a high unemployment rate, wide areas of poveatysignificant prevalence of crime and
insecurity, and a high degree of economic infortyallhese disparities also reflect themselves
geographically. The country's climate varies sigaiftly from region to region, with the
Western Cape experiencing a Mediterranean climate raost of the interior having a semi-
desert one. Most of the economic activity takeselaround the province of Gauteng where
Johannesburg and Pretoria are also located.

The country's official unemployment rate has remdimery high at around 30% between 1995
and 2005. Given the importance of labor incomeoialthousehold income, the distribution of
the incidence of unemployment across regions affdreint socio-economic groups is strongly
correlated with the geographic and socio-econonstribution of income and poverty. This is
particularly important for understanding the diéfeces in the incidence of poverty across racial
groups. Unemployment has a particularly strong rhpa the young, the uneducated, and those
living in homelands and in remote areas. Rural ypleyment rates are higher than urban ones, a
feature that seems to suggest that mobility habeen as strong as in other developing countries
where the incidence of unemployment is strongaurban areas. As in many other developing
countries, however, most of the unemployed are gpand this raises the challenge of coping
with a labor force whose growth is fuelled by demagdpic pressures.

The more deprived population in terms of income am@lth also has more limited access to
economic opportunities and basic services. HIV/Aj@8valence is high in South Africa, with
an estimated 17 percent of South Africans betwlenages of 15 and 49 living with HIV in
2009, one of the highest rates in the world. Alltloit poses important challenges for South
Africa's economic and social development. Many @it Africa's challenges for economic and
social development are further correlated withldgacy of South Africa’'s history of apartheid.
The political and economic oppression of the blasas indeed skewed the country's poverty
profile along racial lines.



To accelerate growth and share more evenly itsfil@ngovernment initiatives to meet these
challenges have tended to take various forms. @61%he government's plan to alleviate poverty
relied prominently on a market-based approach tstefogrowth and create jobs. Trade
liberalization has in particular been at the fasefrof the country's post-Apartheid economic
strategy, reflecting a commitment to outward-stiatedl development. Government has also tried
to boost productivity, long-run employment and griowhrough privatisation, despite short-term
costs. More recent official policy has tried to nieat government spending to fight deprivation
in areas such access to improved health care aaldygeducation, provision of decent work,
sustainability of livelihoods, and development obeomic and social infrastructure.

Land redistribution is an ongoing issue. Most famnal is still owned by the white population.
Land transfers have so far been mutually agreeoulygrs and sellers, but they have been hints
of possible expropriations to attain the officibjexctive of transferring 30% of farmland to black
South Africans by 2014. As of 2008, however, onigween 5 and 7 per cent of land had been
transferred, raising doubts on the achievabilityhef target.

While significant achievements have already beederia areas such as access to basic water
supply, improvement in service delivery remaingiarfly in South Africa. The quality of health
care and education is extremely heterogeneoussaprosinces. Primary and secondary schools
too often fail to provide useful employment skillsence prolonging the severe skill gap
inherited from Apartheid and hampering economic eltgwment and the reduction of
unemployment. The gap between disadvantaged (btackjpdvantaged (white) schools persists,
with dramatic differences in repetition and drog-oates. In addition, important provincial
disparities persist in terms of the availability medical staff and the quality of services. A
further problem is that most urban black South &sinis are highly concentrated in suburban
townships, far from economic opportunities; higlngport costs and crime inhibit job searching
in townships. Development of skills is a high pitir

3.2 Analysis of poverty incidence and intensity
3.21 Reduction of poverty incidence and intensity in Mauritius

Mauritius' development model seems to account mesextent for the distributive change that
the country has experienced in the first half & 2000s. Mauritius started with a relatively low
level of national poverty in comparison to otherrigédn countries of similar average
consumption levels. Its development process of ngpfriom an economy based on agriculture to
one increasingly oriented towards manufacturingiises and exports appears to provide part of
the explanation for the fall in its national heaalcbrate at USD 3 from 5.8% in 2001 to 4.1% in
2006 (see Table 1). This fall is also statisticalnificant at a 95% level.

Mauritius' development has also had important ggagcal and socio-economic impacts on the
distribution and the incidence of poverty. The niistilevel headcounts were in 2001 slightly
higher (at around 10%) in urban Port Louis thatha Southern districts of Savanne and Plaines
Wilhems (which were at around 3%). The isolatedrnidl of Rodrigues stood alone in exhibiting
a large headcount of 30%. The estimates of theggsaim poverty indicate, however, that it is in
those districts where poverty was more prevaleat the poverty fall between 2001 and 2006



was also greater. The largest statistical changeoiwrerty occurred in Port Louis, where the

headcount estimate decreased from almost 10% ifh 0@ss than 5% in 2006. The estimates
for the island of Rodrigues also suggest an impredall in the poverty headcount from around

30.3% to 22.8%, an important change in only 5 yeBable 3 presents a similar decomposition
to Table 1, but this time based on the average rpowmp index. In 2001, Rodrigues again

exhibits a much larger degree of poverty, eighenthat of the national level, and its relative

contribution (24%) to total poverty is now alsolgigjmes that of its population share (3%). This

suggests that the intensity of poverty in Rodriguelative to the national average, is even larger
than its incidence. Nationally, the average povedp has fallen from 1.2% to 0.9%, a change
that is almost statistically significant at a 5%de

Tables 2 and 4 decompose headcount poverty (incé)emd the average poverty gap (intensity)
across areas of residence (urban and rural), solgoachievements (some schooling no
schooling), and gender of the household head inritiasi From a geographic perspective, in
2001, poverty is smallest among the 34% of houskshiblat live in urban areas, and it is largest
among the 66% of households that live in rural @r&ecause of this, both the absolute and the
relative contributions of rural households to tqiaVverty are large. Around 72% of total poverty
(incidence or intensity) comes from rural househoBetween 2001 and 2006, for both urban
(from 4.8% to 2.8%) and rural (from 6.3% to 4.9%hes, the estimate of headcount poverty has
fallen, and in both cases by a statistically sigaiit amount. The average poverty gap has also
fallen in the two areas, but more so for the urlosme. A slight trend towards a greater
ruralization of poverty is therefore apparent ia thovement from 2001 to 2006.

Mauritius has apparently not succeeded in provigwgeased opportunities for employment and
salaries to its uneducated population. Poverty grastest in 2001 among individuals (about
10% of the population) living in households whoseadh had no schooling. The poverty
headcount for such households has not changed éet2@1 and 2006 and has remained at
around 9%. This suggests that Mauritius' develogrhas been most beneficial for the skilled
and educated population and has not succeedecki2dB1-2006 period in lifting the living
standards of the others. Table 2 shows that therpolieadcount has fallen (from 5.4% to 3.8%)
statistically and numerically for those living inuseholds whose head has some schooling.

In 2001, the incidence of poverty is also greaéesbng individuals who live in female-headed
households (9.2%s. 5.3% for male-headed households). Those househmepissent around
13% of the population of individuals. The averagegrty gap among those living in female-
headed households (2.6%) is twice as large ashimset living in male-headed households
(1.1%). Table 2 also shows that the poverty heautdoas fallen statistically and numerically for
those living in male-headed and in female-headaddéioolds in Mauritius. The fall in poverty
incidence has been proportionally greater for tHvégg in male-headed households (from 5.3%
to 3.5%) than for the others (from 9.2% to 7.9%gbl€ 4 suggests the same results for poverty
intensity.

Figure 1 show the sensitivity of the headcounth® ¢thoice of the poverty line in 2006. The
incidence of poverty below USD 2 a day is negligiblThe headcount rises rapidly at poverty
lines higher than USD 4, which also indicates ihas at this point that Mauritius' density of

consumption starts being important. 35% of the petmn lives on less that USD 6 a day in



2006. Figure 2 shows how the difference in headcbetween 2001 and 2006 varies with the
choice of poverty lines. The differences are evémsmng statistically significant, except for
poverty lines less than around USD 2.4. The latigerpoverty line, the greater the difference
between the headcounts of the two years. In otleedsy in 2006, for larger poverty lines up to
USD 6, the number of poor was systematically lotlian it was in 2001.

3.2.2 Digparities of poverty incidence and intensity in South Africa

Africa's most advanced economy has grown rapidigesits 1994 democratic transition from
apartheid, with a real GDP growth of about 4% peruen over the last 15 years. It has also gone
through a rapid opening to the rest of the worlithwncreased diversity in exports and a
decrease in the relative economic importance diittemal sectors such as mining. Given South
Africa's relative affluence, it may seem surpristhgt 42 per cent of its citizens lived between
1995 and 2005 on less than USD 3 per day (see Bablehis was nevertheless the case since
South Africa's relatively sophisticated formal esory has coexisted and still coexists with a
large informal economy and near-subsistence agui@llsector, on which a substantial part of
the population depends for a living. The countigoaduffers from the presence of large socio-
economic inequalities in incomes and wealth. Thessparities also reflect themselves
geographically in the data discussed above. Mosh@feconomic activity takes place around
Gauteng and Western Cape. The province-level ppveradcounts (at USD 3 a day) are also
lowest in those provinces (less than 20%), anccansiderably higher in all of the other (often
above 50%) provinces. An example of a consequehitesas that, because of its higher poverty
rate, the relative contribution of the Eastern Cépecontribution of 24%) to total national
poverty is much larger than its share (16%) in B@\ftica's total population.

The national poverty headcount has remained bsigathanged between 1995 and 2005 and
was still in 2005 at around 41% at USD 3. The pmogilevel headcounts have been
continuously lower between 1995 and 2005 in Gaugemgin the Western Cape. In spite of this,
the middle and central provinces of Eastern Capeg State, and North West have registered
during that period important falls in poverty. Io more than ten years, the Free State province
has for instance moved from the province with teeosd-highest poverty headcount to the
province with the third-lowest poverty headcountoagn the nine provinces. Conversely,
KwaZulu Natal has moved between 1995 and 2005 fiilmenprovince with the sixth-highest
poverty headcount to the province with the secagtiést poverty headcount among the same
nine provinces.

Poverty incidence is least among those living ipanr areas, and is by far larger among those
living in rural areas (see Table 10). This geogiegdhdivide is even larger for the intensity of
poverty in both periods: the average poverty gapase than three times as large in rural areas
as it is in urban areas (see Table 11). The rusplijation share has fallen significantly from
52% to 41% in ten years, a change plausibly duenéisdly to migration from rural to urban
areas. Rural poverty has essentially remained ungeth but urban poverty has registered an
important increase from 21% to 26%, again proballg to the urban migration of individuals
that have not been able to escape poverty in tigeation process. The relative contribution of
the urban areas to national poverty has therefameased importantly, from 24% to 38%. In ten
years, the proportion of South Africa's poor livimgurban areas has thus increased from less
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than a quarter to almost two-fifths. This suggestsimportant urbanization of South African
poverty. South Africa's pattern of economic devaiept has therefore significantly affected the
urban/rural distribution of poverty.

Poverty incidence is also considerably larger amodiyiduals living in households whose head
has no schooling than among those living in housishwhose head has some schooling. Given
the importance of labor income in the total incoaieSouth African households, this is also
indicative of a strong geographical and socio-denayolgic divide in access to employment and
production markets. In 2005, the poverty headcasirigain considerably larger (70%) among
individuals living in households whose head hassobooling than among those living in
households whose head has some schooling (35%@rtydoy level of education (no schooling,
some schooling) has remained statistically unchénget the share in the population of those
living in households whose head has no schoolirggfalden from 23% to 19%. South African
poverty has thus become increasingly associatddpaiterty among more educated households.
Again, this supports the view that poverty allelgatpolicies must increasingly ponder issues of
migration and rural/urban demographic pressurgedisas integration of the young and of urban
migrants to labor markets.

In 1995, the incidence of poverty is also consibdirgreater (54%s 36%) among individuals
who live in female-headed households compared tte-hmaded households. Compared to
Mauritius (13%), the share of individuals who limefemale-headed households is also large, at
around 33%. Because of this, almost half (42%hefgoor in South Africa are found in female-
headed households. Table 10 also shows that thertgdwadcount has changed numerically by
little in South Africa between 1995 and 2005, fottbthose living in male-headed and for those
living in female-headed households. The populasbare of those living in female-headed
households has, however, increased substantiatiyy 83% to 43%. This now means that the
majority (56%) of South Africa's poor in 2005 arewnfound in female-headed households.
Table 11 suggests the same results for povertysiite except for the fact that the average
poverty gap has fallen statistically for both greup

Table 10 also decomposes South Africa's inciderfigeowgerty across four racial groups. The
largest incidence of poverty (52%) is found amamg African/Black group, with the Coloured
group exhibiting considerably less (almost lessithalf, at 27%). The Indian/Asian and White
groups have a negligible incidence of poverty (glsvat USD 3 per day). The share of
African/Black individuals in the total populatios also large, at 76%. Because of this, the vast
majority of South Africa’'s poor are found in Afrie8lack households. In 2005, the incidence of
poverty among individuals living in African/Blackobseholds has fallen statistically, with
estimates down from 52% to 49%. Poverty in the otip@ups has remained statistically
unchanged. The share of African/Black individuaisthe total population has moved up from
76% to 80%. Conversely, the share of individualgg in White households has moved down
from 13% to 9%. The share of South Africa's poaunid in African/Black households has
remained statistically unchanged at about 94%.

Figure 7 shows the sensitivity of South Africa'satheount to the choice of the poverty line in

2006. South African pockets of poverty emerge atsamption levels as low as USD 0.5 a day.
The incidence of poverty rises rapidly for povelityes between USD 1 and USD 3. Sixty
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percent of the population lives with less that USB day. Figure 8 shows how the difference in
headcount between the two years varies with thecehad poverty lines. The differences are not
statistically significant, except for poverty linbestween USD 0.6 and USD 2.

3.3 Analysis of inequality
3.3.1 Slight deterioration in inequality in Mauritius

With a national Gini of around 0.34, Mauritius' &wof inequality is also relatively low in
comparison to other African countries of similavdes of development, especially Southern
African countries. Mauritius' development experenno the early 2000s has not altered this
substantially, although there is evidence that ulaity has worsened slightly between 2001 and
2006. Table 5 shows the national Gini index andgtisegates it according to districts, zones of
residence, and education types. The only disteietll Gini index that has shown a statistically
significant change between the two years is thh@Eastern district of Flacq.

Figures 3 shows the Lorenz curve for 2006 Maurijtarel Figure 4 shows the difference in the
two Lorenz curves (2006 minus 2001). The eviderere s more informative than above. The
Lorenz curve for Mauritius is indicative of a greatdegree of equality than in many other
developing countries, especially Southern Africaardries. The bottom half enjoys around 28%
of total consumption, and the bottom 20% is resjbd@gor around 8% of total consumption.
Figure 4 shows, however, that Mauritius' Lorenzveudeteriorated slightly between 2001 and
2006. The bottom half of the population lost arbdre than 1% of total national consumption.
This estimate is statistically greater than zero.fdct, the confidence intervals around the
differences in consumption shares lie above zerafaide range of middle percentiles. For a
wide range of Mauritius' Lorenz curves, therefanequality has statistically worsened between
2001 and 2006. Although the change in the Ginifc@enht is not statistically significant, there is
therefore evidence that the distribution of constiomphas become more unequal in the first half
of the 2000s.

3.3.2 Significant increase in inequality in South Africa

South Africa's national Gini of around 0.62 posiat in 1995 among the least equal countries
in the world. Within-province inequality is stroragmost everywhere across the country (see
Table 12). No province has seen a statisticallgiBgant fall between 1995 and 2005 in its Gini
index, and four provinces have seen a significaoteiase in it - namely, those provinces whose
Gini estimate was among the lowest in 1995. TheséWestern Cape (Gini estimate up from
0.55 to 0.67), KwaZulu Natal (from 0.58 to 0.66)auBeng (0.54 to 0.64) and Mpumalanga
(from 0.55 to 0.65). There has therefore been alily up of provincial Ginis between 1995 and
2005: those provinces that were more equal havenbedess so. This has led to an important
and significant increase in national inequality.

The urban Gini has also considerably increased 0dsh to 0.65, but rural inequality has fallen
from 0.58 to 0.53. This is consistent with the vithat migration from rural to urban areas has
been associated with difficulties of the urban m@igs to integrate in labor markets and to
generate adequate income. South African individliailsg in households with some education

12



have also become more unequal with time, suggeatwagn that labor market participation has
not been made equally accessible to the increasintper of educated South Africans.

Figure 9 shows the Lorenz curves for 2005 SoutlicAfrand Figure 10 shows the difference in
the two Lorenz curves (2005 minus 1995). The ewddesonfirms the finding that South Africa
displays a considerable degree of inequality. Tdi#oln half enjoys little less than around 10%
of total consumption; the top half enjoys aroundo96f it. The bottom 10% has a negligible
share of total consumption. The bottom half of ffepulation has lost around 2% of total
national consumption to the top half. The top 100the population has seen its share in total
consumption rise by 8% in only 10 years. Inequdlayg statistically worsened between 1995 and
2005, consistent with the strong increase in the @dex mentioned above.

3.4 Growth redistribution decomposition
34.1 Strong effect of Growth on Poverty in Mauritius

Table 6 decomposes the change in Mauritius' headlgooverty between 2001 and 2006 in
terms of the effect of growth and of changes imuadity. The headcount movement can be
explained in large part by a growth effect. 1.9cpatage point of the 1.7 percentage point fall
from 5.8% to 4.1% can indeed be attributed to avtroeffect - theper capita real income
growth rate over the entire 2001-2006 period wasutli1l.2%. The bottom half of Mauritius'
population lost around 1% of total national constiampto the top half. This slight worsening of
inequality was not, however, substantially detritaérto the effect of growth on poverty
reduction. The fall in poverty between 2001 and®0@@®uld have been from 5.8% to 3.9% if
inequality had remained unchanged, instead of tieemwed fall from 5.8% to 4.1%. Hence,
Mauritius's development in the early 2000s did tdygsucceed in reducing poverty through
growth and at a relatively modest poverty costulgioan increase in inequality. For each of the
urban and the rural zones, it is growth that exgglaiumerically and statistically almost all of the
fall in the incidence of poverty. Redistributionsh@ontributed very little to the poverty change.

3.4.2 Cancellation of both effects on poverty in South Africa

The total change in poverty between 1995 and 280Beither numerically nor statistically
significant. The effects of growth and redistriloution poverty have, however, been important
(see Table 13). Growth reduced poverty by arountk riercentage points. The increase in
inequality increased poverty by roughly the sammenical value. Hence, both the growth and
the redistribution effects have been important,tbay have almost exactly cancelled each other.
The headcount in 2005 would have been roughly t€ep¢age points lower (from 42% to 33%)
had it not been of the increase in inequality betw#995 and 2005. Hence, poverty has changed
little in South Africa between 1995 and 2005, Huisinot to say that little else has changed:
average consumption has increased substantialtyinbguality has also risen importantly, and
this has cancelled all of the positive poverty efeof growth. Urban poverty has increased
significantly between the two years, due to a giradverse redistribution effect. The effect is
due to a substantial increase in inequality. Thetupe is reversed for rural poverty, which has
not changed statistically between the two timequyi Rural growth in average consumption has
been negative, and this has increased rural polgrabout 7 percentage points. The fall in rural

13



inequality has fortunately brought down the inciceerof poverty by an estimated level of five
percentage points. The incidence of rural povedyg tended to remain roughly unchanged
between 1995 and 2005.

3.5 Indices of pro-poorness
3.5.1 Absolute Pro-poornessin Mauritius

Table 7 provides estimates and confidence interf@sMauritius' 2001-2006 growth rate
(denoted by the variablg) and for five different pro-poor indices. The Riiea and Chen

(2003) index, the Kakwani, Khandker and Son (2q68)PEGR, or “poverty-equivalent growth
rate”) index, and the Kakwani and Pernia (2000kxdan be used as indices of absolute pro-
poorness. They indicate whether the incomes optwr have grown sufficiently in that period
for absolute poverty indices to have fallen. Thoée¢he indices can also be used as indices of
relative pro-poorness. They help assess whethentioenes of the poor have grown sufficiently
during a time period to follow the overall incregsg) in incomes. The first two indices are

conveniently given by the Ravallion and Chen (20B@)ex minusg and by the Kakwani,
Khandker and Son (2003) index mings The last index of relative pro-poorness is gibagrthe
difference between Kakwani and Pernia (2000)'sxrade 1.

All of the three indices of absolute pro-poorness statistically greater than zero; this means
that the change from 2001 to 2006 has decreasetusdpoverty. Conversely, the estimates of
Ravallion and Chen (2003) index mings and of Kakwani, Khandker and Son (2003) index

minus g are all negative but not statistically differemorh zero. The same is true of the

difference between Kakwani and Pernia (2000)'s xnded 1. From a relative perspective,
therefore, the significant growth in Mauritius'iig standards between 2001 and 2006 has not
been sufficiently pro-poor for that to be empirigalalidated.

It is important to assess whether and how the pa-gvidence provided by the indices
discussed above is supported by a closer lookeatligtributive impact of growth between 2001
and 2006. This can be done by looking at the absalnd the relative impact of growth across
the entire distribution (Figures 5 and 6). Figureh®ws the absolute change in consumption is
everywhere statistically positive, indicating tlggowth has been absolutely pro-poor regardless
of where we look in the distribution. However, theportional changes relative to the growth
rate in mean consumption do not vary much acroesepgles. The growth rates being roughly
proportional across percentiles is also consistigith the evidence discussed above that
inequality in Mauritius has not changed radicakvoeen 2001 and 2006.

3.5.2 Rdative Anti-Poornessin South Africa

For South Africa, only one of the three indicesabGolute pro-poorness is statistically greater
than zero (see Table 14). Thus, there is littlel@vce that growth has been absolutely pro-poor
in South Africa between 1995 and 2005. It implieattthe growth rates of the poor's incomes
have not been high enough to follow the growth rateaverage income. From a relative

perspective, therefore, the significant growth outh Africa's average living standards between
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1995 and 2005 has been relatively anti-poor, sihdeas decreased significantly the poor's
relative shares in total consumption. Figure 1lwshthe absolute change in consumption is
mostly flat and visually rarely statistically difent from zero, except for the very top
percentiles, where it has been significant both enically and statistically. Consumption at the
90th percentile has, for instance, increased bytahtsD6 a day between 1995 and 2005.
Consumption of individuals between the bottom arel80th percentiles has basically remained
unchanged during the same period. Whether growth degen absolutely pro-poor therefore
depends on where in the distribution we look atvdfuse the poverty headcount as a measure of
absolute poverty, then the evidence of Figure 18gssts that the answer is statistically
inconclusive. If, however, we focus more on thewglo experience of the poorest - as the
Ravallion and Chen (2003) index does - then, weccartlude that growth has been (marginally)
absolutely pro-poor. As reported in Table 14, thengh rate in average consumption is around
25%. That is clearly above the growth rates expegd by most South Africans in Figure 12.

South Africa's promotion of market-based growth god creation and its emphasis on
privatization and trade liberalization has therefédrad mixed results. Growth has not been
absolutely pro-poor between 1995 and 2005, andhdt leen anti-poor relatively speaking,
essentially increasing consumption levels and copsion shares only among the top 10% to
30% of the population. Strong domestic demand inshig, services and manufacturing and
strong private investments have apparently not gechao integrate sufficiently the poorer
South Africans, and the urban migrants in partiGuleto productive markets capable of raising
their living standards above poverty, and capalsie af fostering a more inclusive society.

4. PoLicy CONCLUSIONS

Our results are suggestive of several ways thraugibh growth can lead to poverty alleviation
and greater inclusiveness. They also provide somagce as to the type of policies that can
increase the pro-poorness of growth.

The two countries have moved progressively over l#s decades — through policies and
structural change — from economies based largelggoiculture and primary sectors of activity
to economies increasingly based on manufacturexyices, exports and tourism. As described
in paragraph 3.1, in both Mauritius and South Adriprivatization and trade liberalization were
promoted as policies to spur growth. However, gotiboices in the two countries have been
different in terms of employment opportunities dmuinan capital development.

While Mauritius has focused its poverty reductitrategy on education and health services and
has targeted the most vulnerable segment of thelgtgn through improved social safety nets,
South Africa’s policy focus has shifted to fightirdeprivation more recently. It has not
succeeded yet in developing skills and providingliqy health care and education services
across the entire country.

The results in terms of growth pro-poorness hawnlzpiite different. South Africa's promotion
of market-based growth and job creation has hacdnnesults: it has not been absolutely pro-
poor between 1995 and 2005, and it has been aatiqgbatively speaking, improving living
standards only among the top third of the poputatibhe increase in domestic demand for
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housing and services and the rise in manufactlantyprivate investments have not integrated
sufficiently the poorer South Africans (and the ambmigrants in particular) into productive
labor markets. Because of this, South Africa’s grattof economic development between 1995
and 2005 appears to have failed to generate arpattenclusive development. South Africa’s
growth benefitted almost exclusively the higherneas in urban areas. Rural workers gained
very little from it, and the unskilled and lowetban earners often lost from it.

In the two countries, there are important develapnuiésparities across rural and urban areas.
Poverty is initially larger in rural than in urbaneas; it is substantially more so in South Africa.
South Africa's recent pattern of economic develaprhas also affected the urban/rural balance.
The rural population share has fallen significarfitym 52% to 41% in ten years, a change that
can be attributed essentially to migration fromatuo urban areas. Though rural poverty has
remained unchanged, the incidence of urban poversyregistered an important increase from
21% to 26%. The proportion of South Africa's pdeinlg in urban areas has risen from less than
a quarter to almost two-fifths. Again, this is icalive of an important trend towards an
urbanization of poverty in South Africa. South Afis urban Gini has also increased
importantly from 0.55 to 0.65, although rural inatity has fallen from 0.58 to 0.53. This
supports the view that migration from rural to urlzaeas has been associated with difficulties of
the urban migrants to take full part in urban latmarkets and benefit from the urban growth that
is evident in the data.

Hence, although poverty is still by and large mareal than urban, the evidence found in the
report suggests that policy should increasinglytilbed by the fact that poverty is becoming
more urban. That will mean inter alia that policyl want to alleviate the effect of migration and
rural/urban demographic pressure on urban povéhgre are several ways in which this can be
done. One of them is through better social intégmaof rural migrants into their new urban
setting. Another one is through better-functionargl more open labor markets. Another one is
through the provision of training and educationadvices that would enable rural migrants to
participate better in labor markets and partakéénfruits of urban growth, as opposed to being
left out and increasing urban inequality.

A critical insight that emerges is the role of lalmearkets in transforming growth into poverty

alleviation and in spreading its impact in an ische manner. Mauritius' development in the

early 2000’s has led to improved employment opputites and labor market conditions for its

relatively large skilled and educated populationrkvéorce; it has apparently not, however,

succeeded in providing such increased opportunitiets unskilled population. Poverty was

greater in 2001 among uneducated households; deapgolute growth pro-poorness at the
national level, poverty had remained unchanged &&tm2001 and 2006 among uneducated
households.

Mauritius’ pattern of export-based development ted towards manufacturing, services and
exports may not therefore have benefitted mucHdiver-skilled individuals. For development
to benefit also the educated poor, pursuing a ypdlat addresses the issue of social and
economic exclusion of urban and skilled unemployesspecially among the young — is of great
importance. Barriers to labor mobility as well aarriers that prevent individuals to take
advantage of economic opportunities must be remowied would make it easier for the young
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and the newly educated to acquire experience adeimployment. It would also make growth
more inclusive. In short, removing labor market @rfpctions and barriers to employment would
enhance equality of labor market opportunities @arakss to good wages.

In South Africa, informal employment mainly entadabsistence-level activities accomplished
by rural-to-urban migrants who have been unablenter into the modern urban labor markets.
This phenomenon provides short-term support to poaseholds. However, in the longer term,
such segmentation of the labor market can seriogblgllenge South Africa’s economic
development and poverty reduction strategy. Pditiebetter integrate and link informal with
formal labor by encouraging informal firms to regisand formalize their activities would not
only reduce informal employment, but they coulddlsost long-term economic development.

The poverty headcount is almost always considerkbfer among the uneducated than among
the educated population. In Mauritius and Southcafrthe educated population has also been
able to benefit relatively more from growth. It thstrikes as immediately obvious that the
design of growth strategies should incorporatecpesito foster education and training. That will
not only help achieve growth, but also make thatvgin more absolutely pro-poor as well as
more inclusive.

With regards to women, incidence of poverty is tggaamong individuals who live in female-
headed households in Mauritius and in South Afrloathese countries, policies to foster the
participation of women in education and in the lafuwce can make a significant difference in
the distribution of family income and welfare. Emymring women can be one of the most
effective drivers of development.

Mauritius's development in the early 2000s sucogedeeducing poverty through growth, and
at roughly no cost in terms of inequality. The gtiowxperience of Mauritius thus suggests that
growth can be absolutely pro-poor without beincatieely anti-poor. One of most striking
results is the fact that the country with the stiest experience of positive growth has achieved
the least fall in poverty. South Africa's inequglialready in 1995 one of the highest in the
world, was increased considerably by growth. Thitono half of the population, who enjoyed in
1995 around 10% of total consumption, lost 2% dbithe top half. Inequality-neutral growth
would have reduced poverty by 9%; instead, growts vaccompanied by an increase in
inequality that increased poverty by roughly 9%eTgro-poorness of growth can therefore be
quite heterogeneous across countries. If povertipateon is the overriding objective, then
policies designed to spur growth must take intooant the possible impact of growth on
inequality.
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Annexes

Methodology

1. Poverty indices

Let a distribution ofn incomes be given byy,,y,,...,y,), wherey, is the income of individual

i . Average income for that distribution is denotgd/p and the poverty line be given lzy. The

most popular index of poverty is called the povémadcount ratio. It gives the proportion of the
population that is belowe . The next most popular poverty index is the avenagverty gap. To
understand this, it is useful to consider a meastitee extent to which the incomes of the poor
fall below the poverty line. Denote this gy (z) = (z-y,)/z for those whose incomg is below

z, and by g, £ )=0for those whose incomg, is equal to or greater than. Thus, g, €)

indicates by which amount (as a proportion of theqpty line) the incomé of individual would
need to be raised to reach the poverty line. Tlezame poverty gap is then the average gap in
the population. It can be expressed as:

=239 M

These two indices of poverty are members of a Wwadwn class of measures called the FGT
class of poverty indices (Foster, Greer and Thdwet984). The FGT indices are also averages
of poverty indicators across individuals. The irmdars are the same individual poverty gaps as
before, but they are transformed by putting thena tpower @ . Denote the FGT indices by
P(a;z), where thea and thez are two parameters that must be specified foirttlex to be

calculated. These indices can then be computed as:

P@2)==39,(2)" @

When a =0, g,(2)” equals 0O for all those not in poverty, and 1 fibrtlose with a positive
poverty gap. HenceR(a =0;z) gives the poverty headcount. F@r=1, g,(z) equals the usual
poverty gap, andP(a =0;z) is therefore the average poverty gap (normalizedhe poverty
line). The interpretation oP(a;z) becomes slightly more difficult for other values @ (see

Foster, Greer and Thorbecke, 1984). The FGT indaressums of individual measures of
poverty. This makes them “additive” across indidttu and across groups of individuals.
Additive poverty indices have the facilitating pesty that they can be readily decomposable
into sums of subgroup contributions to total poyert

2. Growth curves and Cumulative income curves

To define Ravallion and Chen (2003)'s “growth imride curves”, it is first useful to define what
a “quantile” is. Assume for simplicity that we haaganged then incomes of our population
from the lowest to the highest. A quantile of arilsition is given by the income that is found at
a particular rank in that distribution. The rankasf incomey, is given byi/n. We can then
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compare quantile curves before and after a chamge distribution has taken place. This can
therefore allow us to understand the “incidencegy@iwth in our population. Let the pre-change
distribution be given byy” and the post-change distribution be givenyBy each of equal size

n (for simplicity). We can build quantile curves feach of these distributions; these are given
by the incomesy” and y? found at different ranks/n. We can then assess the incidence of
growth at any particular rankn by comparing the quantile curves at the paint The dollar-

B _ yiA
.A
Chen (2003)'s growth incidence curve is obtaineglbtting this proportional change against all

possible values of rankén. This curve thus shows the growth rates of incatdifferent points
(or ranks) in the population.

Absolute pro-poorness of growth is obtained whee tlollar-value change is everywhere
positive over the range of ranks over which théialtly poor individuals are located. Relative

pro-poorness of growth is obtained when the growtidence curve is everywhere above the
proportional change in mean income.

value change is given by® —y*. The proportional change is given b3 . Ravallion and

One can also wish to aggregate the incomes of tinode lowest ranks of the population. This
gives rise to two well-known curves, the Lorenz ahé Generalized Lorenz curves. The
Generalized Lorenz curve, denoted Gy( j/n) gives the cumulative incomes of those with rank

j/n or lower, divided by total population size. It dlwerefore be expressed as:

GL(j/n) 2%2)4. (3)

Said differently, it gives the average income ofemonomy in which only the incomes of the
poorest proportionj/n are counted. The Lorenz cur\g j/n) is obtained by normalizing the
Generalized Lorenz curve by mean income:

L(jin)= UM (4)
U

It gives the share in total income of the poorespprtion j/n of the population. A shift upward
of the Lorenz curve leads to an unambiguous fahaguality.

3. Indices of pro-poorness

Drawing growth incidence curves provides a pictfréne distributional change across the entire
range of percentiles in a population. However,sitalso useful to “quantify” into a single
measure the degree of pro-poorness of a distributiange. One such measure suggested by the
growth incidence curves would be some sort of aeeiacome growth rate among the lower
percentiles. This averaging can be done in sevaminers but Ravallion and Chen (2003)
advocates that it should done by computing theamesgrowth rates of the incomes of the poor.
Hence, we can use the average height of the griowithence curve to obtain the average growth
rate of the incomes of the poor. If the index isipee, the change is deemed to be absolutely
pro-poor. Taking the difference between this measumd the growth in the population's average
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income provides a relative index of pro-poornedsthat relative index is positive, the
distributive change is considered to be relatiyely-poor.

We can build indices of pro-poorness by compariiffgreénces in poverty indices before and
after a distributive change has taken place. Taishe done with any poverty index, including
the popular headcount and average poverty gapeasdito test for the robustness of these
changes to the selection of a poverty linewe can graph these differences across different
possible values of. This can also help assess at which position$iéniicome distribution
growth has had the greatest impact on the incidemzk on the intensity of poverty. An
alternative procedure is to compare the actual fypva®itcome of a distributive change to the
outcome that would have been observed if the chdrgk been distribution-neutral (see
Kakwani and Pernia, 2000). There are two main idistion-neutrality criteria in that regard.
They respectively say that a change has beenhiistnally neutral if everyone's income has
changed by the same absolute amount or by the pespertional amount. There exist several
views on what that proportion should be, but thesihe@mmon one is the proportional change in
average income.

Let P* and P® be the actual pre- and post-change poverty leweld,let P® be post-change
poverty under distribution neutrality. Then,

PA _ PB
P )
P*-P
Is the ratio of the actual change in poverty t® thange that would have been observed under
distribution neutrality. Several poverty indicesncae chosen forP. In the main text,P is
specified as the headcount ratio. Several scenafiasstribution neutrality can also serve to

specify B. Let for instanceA= (y;*,ys,....y") and B=(y2,y2,....,y?). Kakwani and Pernia
(2000)'s index uses the following definition far:

B=(Eeyp Hoyn, Foy, 6)

A A A

It says that a change is distribution neutral domes change in proportion to the proportional
change in average income. This index thus givesate of the observed change in poverty to
the change that would have been observed undetactngequality. If the growth rate in
average incomey is positive and the Kakwani and Pernia (2000) xndgceeds 0, then the

distributional movement has decreased absoluterpoué g is negative and the Kakwani and

Pernia (2000) index is also negative, then theridigive movement has again decreased
absolute poverty. In these two cases, the chany¢heaefore be interpreted as being absolutely
pro-poor. Wheng is positive and the Kakwani and Pernia (2000)agative, or wheng is
negative and the Kakwani and Pernia (2000) indeposstive, then the distributive change has
increased absolute poverty, and it has therefore been atedglanti-poor. Kakwani and Pernia
(2000)'s index can also be used as an index divelpro-poorness. If the growth in average

income has been positive, then the change in pp\ett-P® has been relatively pro-poor if it
has led to a fall in absolute poverty that is asteas large as the change that would have
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occurred if income shares had not changed. Thiwigase if Kakwani and Pernia (2000)'s index
is larger than 1:

PA-P8 > pPA-PpE, ©)
Conversely, if the growth in average income hasbeegative, thenP” —P® <0. In such a
case, we can say that the movement franto B has been relatively pro-poor if it has led to an

increase in absolute povert?t — P*) that is lower than the change{ - P*) that would have
occurred with no change in income shares.

Kakwani, Khandker and Son (2003) propose to agbespro-poorness of growth by computing
“poverty equivalent growth rates” instead of retyionly on the usual rates of growth in average
income. A poverty equivalent growth ratPEGR) is the growth rate that would have resulted in
the same observed level of poverty change if te&ildution of income shares had not changed.
One way to think of aPEGR is to think of the counterfactual distribution afcome

B = ((1+ PEGR)Y;,(1+ PEGR)Y,,...,(1+ PEGRY?) as giving the same final level of poverty as
the one that is actually observed. When the groatth PEGR is applied to all of initial income
y*, poverty thus equals poverty with the distributadny®. We therefore have

P, =Ps. (8)
and thus that
P,—P; =P,-PF;. 9)

If PEGR is greater than 0, the distributive change is @adtp be absolutely pro-poor by this
approach. This is the case if and onlyif— P, >0.

Let g= He ~Ha g is thus the actual rate of growth in average ineolinincome shares remain
A

constant in the movement from to B, then we must have that® =(1+g)y” for all i. Since
P, = P;, with constant income shares, it must be PRGR = g . The poverty equivalent growth
rate is therefore just the usual growth rate ifjurdity has remained unchanged. Movements in

inequality will, however, create a divergence betwéhe poverty equivalent growth rate and the
usual growth rate. The greater the adverse eftdatsequality on the poor, the greater the value

of P;, and therefore the lower the value BEGR. Using the differencePEGR - g can

therefore help assess whether the distributive gdhduas affected the income shares of the poor.
If PEGR -g IS negative, poverty equivalent growth is lowearthgrowth in average income,

growth among the poor is lower than average growaial the income shares of the poor have
therefore been adversely affected by the change. ddnverse is true whePEGR -g is

positive.
4. Growth-redistribution decompositions

Counterfactual inequality-neutral scenarios can hisused to decompose the change in poverty
into “growth” and “redistribution” components. Cader an hypothetical scenario
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B= (& yf,& yz“ﬁ y2) in which all final incomes have grown from initiscomes by the
A A A
same proportionl+g = 4,/4, . Income shares and inequality M and B are thus the same, but

average income irB is set to average income iB. Consider also another counterfactual
scenarioﬂz(ﬂ yf,ﬂ y§,...,ﬁ y®) in which counterfactual initial incomes are obtained

B B B
from final incomesB through an inequality-neutral movement franand average income in

A equals average income M.

Let us first think of moving fromA to B through a decomposition path that takes us fidrto
B, and fromB to B. The change in poverty is then decomposed as

P.-FB=PF-F+ PF-FK . (10)

_ > — -
growth effect redistribution effect

An alternative decomposition path is also possiwiecan indeed think of a movement first from
A to A, and then fromaA to B. The decomposition of the poverty change is then

P,-FK= B -P +P-FK. (11)

- 5 N
redistribution effect growth effect

The choice of decomposition path to follow is esisdlg arbitrary, and we may therefore just as
well take the average of the two decompositions:

P,—PF; =0.5(P, = P; + P; = F,) +0.5(F; = F; + P, — ;). (12)

average growth effect average redistribution effect
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Results for Mauritius

Figure 1

Headcount for 2006 Mauritius.
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Figure 3

Lorenz curve for 2006 Mauritius
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Figure 4

Pifference between 2006 and 2001 Lorenz curves for Mauritiu
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Absolute change in quantiles by percentile
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Figure 5

Absolute growth in consumption in Mauritius
2001 to 2006,
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Figure 6

Growth in quantiles in Mauritius - relative to the mean
2001 to 2006.
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Table 1: Decomposition of total poverty (headcountin Mauritius, with a poverty line of

USD 3
2001 2006
Headcoun| Populatio| Absolute Relative | Headcoun| Populatio | Absolute Relative
t n share | contributio | contributio t n share | contributio | contributio
n n n n
Port Louis 0.0976 0.108¢ 0.0106 0.1847 400 0.1069 0.0051 0.12472
0.0135 0.0111 0.0018 0.0289 0.0120 0.0110 0.0014 0.0318
Pamplemoussg¢ 0.0457 0.1087 0.0050 0.085p 0.03P5 ®108 0.0043 0.1045
S 0.0095 0.0112 0.0012 0.0195 0.0110 0.0112 0.0013 0.0295
Riv du 0.0515 0.0856 0.0044 0.0758 0.0217 ®085 0.0019 0.0455
Rempart 0.0137 0.0100 0.0013 0.0214 0.0074 0.0101 0.0007 0.0163
Flacq 0.0651 0.1065 0.0069 0.1193 0.05070.1072 0.0054 0.1325
0.0134 0.0111 0.0016 0.0261 0.0103 0.0110 0.0012 0.0288
Grand Port 0.0557 0.09138 0.0051 0.08fY6 044D 0.0887 0.0039 0.0952
0.0140 0.0102 0.0014 0.0233 0.0126 0.0101 0.0012 0.0281
Savanne 0.0228 0.05811 0.0013 0.02p8 2.046 0.0542 0.0025 0.0611
0.0097 0.0082 0.0006 0.0103 0.0134 0.0080 0.0008 0.0197
Plaines 0.0286 0.2845 0.0081 0.1399 0.0184 @298 0.0055 0.1335
Wilhems 0.0057 0.0158 0.0017 0.0270 0.0047 0.0160 0.0014 0.0327
Moka 0.0533 0.0662 0.0035 0.060y7 0.04880.0643 0.0031 0.0766
0.0127 0.0088 0.0010 0.0165 0.0184 0.0088 0.0013 0.0295
Black River 0.0617 0.0591 0.0036 0.0647 .0384 0.0542 0.0021 0.0507
0.0194 0.0083 0.0013 0.0209 0.0137 0.0080 0.0008 0.0194
Rodrigues 0.3034 0.0312 0.009b 0.161 271B2| 0.0317 0.0072 0.1762
0.0283 0.0043 0.0016 0.0260 0.0220 0.0041 0.0012 0.0281
Population 0.0581 1.0000 0.0581 1.0000 0.0410 1.00000.0410 1.0000
0.0040 0.0000 0.0040 0.0000 | 0.0034 0.0000 0.0034 0.0000

4

Table 2: Decomposition of total poverty (headcountin Mauritius, with a poverty line of

UusD 3

2001 2006
Headcount| Population| Absolute Relative | Headcount| Population| Absolute Relative
share contribution | contribution share contribution | contribution
Some 0.0543 0.9140 0.0496 0.8536 0.0343 0.93b2 5803 0.8731
schooling [ 5040 0.0043 0.0036 0.0211 0.0034 0.0037 0.0032 0.0280
No 0.0990 0.0860 0.0085 0.1464 0.0804 0.0648 0.0052 0.1269
schooling |75 9150 0.0043 0.0014 0.0211 0.0179 0.0037 0.0012 0.0280
Urban 0.0482 0.3383 0.0163 0.2804 0.0278 %360 0.0100 0.2442
0.0059 0.0166 0.0021 0.0331 0.0051 0.0169 0.0019 0.0405
Rural 0.0632 0.6617 0.0418 0.7194 0.0485 @639 0.0310 0.7558
0.0052 0.0166 0.0036 0.0331 0.0045 0.0169 0.0030 0.0405
Male- 0.0532 0.8731 0.0464 0.7981 0.0350 ®863 0.0302 0.7356
headed [T 6040 | 00044 | 0.0035 00244 | 00033 | 00044 | 0.0029 0.0320
Female- 0.0922 0.1269 0.0117 0.2011 0.0793 ®136 0.0108 0.2644
headed 0.0121 | 0.0044 0.0016 0.0244 0.0111 | 0.0044 0.0016 0.0320
Population | 0.0581 1.0000 0.0581 1.000( 0.0410 1.0000 0.0410 1.0000
0.0040 0.0000 0.0040 0.0000 0.0034 0.0000 0.0034 0.0000

[-] Standard errors are in italics.
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Table 3: Decomposition of total poverty (average peerty gap) in Mauritius, with a poverty

line of USD 3
2001 2006
Averag | Populatio | Absolute Relative Averag | Populatio | Absolute Relative
e n share | contributio | contributio e n share | contributio | contributio
poverty n n poverty n n
gap gap
Port Louis 0.0222 0.1088 0.0024 0.1960 0.0102 0.1069 0.0011 0.1203
0.0040 0.0111 0.0005 0.0368 0.0037 0.0110 0.0004 0.0422
Pamplemoussgq 0.0092 0.1087 0.0010 0.0811] 0.0067 G108 0.0007 0.0799
s 0.0025 0.0112 0.0003 0.0230 0.0024 0.0112 0.0003 0.0285
Riv du 0.0086 0.0856 0.0007 0.0600 0.0053 0.0859 0.0005 0.0501
Rempart 0.0029 0.0100 0.0003 0.0208 0.0024 0.0101 0.0002 0.0235
Flacq 0.0095 0.1065 0.0010 0.0822 0.0091 @107 0.0010 0.1081
0.0026 0.0111 0.0003 0.0236 0.0029 0.0110 0.0003 0.0343
Grand Port 0.0093 0.0913 0.0009 0.0694 0.0081 0.0887 0.0007 0.0792
0.0026 0.0102 0.0003 0.0204 0.0030 0.0101 0.0003 0.0296
Savanne 0.0036 0.0581 0.0002 0.0169 0.0121 0.0542 0.0007 0.0721
0.0018 0.0082 0.0001 0.0090 0.0045 0.0080 0.0003 0.0282
Plaines 0.0060 0.2845 0.0017 0.1395 0.0034 0.2982 0.0010 0.1108
Wilhems 0.0016 0.0158 0.0005 0.0342 0.0010 0.0160 0.0003 0.0328
Moka 0.0081 0.0662 0.0005 0.0437] 0.0123 ®B064 0.0008 0.0871
0.0028 0.0088 0.0002 0.0161 0.0051 0.0088 0.0003 0.0363
Black River 0.0144 0.0591 0.0009 0.0693 0.0102 0.0542 0.0006 0.0609
0.0068 0.0083 0.0004 0.0324 0.0038 0.0080 0.0002 0.0241
Rodrigues 0.0952 0.0312 0.0030 0.2420 0.0661 @03l 0.0021 0.2315
0.0127 0.0043 0.0006 0.0408 0.0084 0.0041 0.0004 0.0401
Population 0.0123 1.0000 0.0123 1.0000 0.0091 0000 0.0091 1.0000
0.0011 0.0000 0.0011 0.0000 0.0009 0.0000 0.0009 0.0000

Table 4: Decomposition of total poverty (average peerty gap) in 2001 Mauritius, with a
poverty line of USD 3

2001 2006
Average | Population| Absolute Relative Average | Population| Absolute Relative
poverty share contribution | contribution| poverty share contribution | contribution
gap gap
Some 0.0110 0.9140 0.0100 0.817¢ 0.0081 0.9352 0.0076 0.8385
schooling ™75 0010 | 0.0043 0.0009 0.0283 0.0009 0.0037 0.0008 0.0439
No 0.0262 0.0860 0.0023 0.183(¢ 0.0226 0.0648 0.0015 0.1615
schooling 7760048 | 0.0043 | _ 0.0004 0.0283 00067 | 0.0037 0.0004 0.0439
Urban 0.0100 0.3383 0.0034 0.2764 0.0057 0.3606 0.0021 0.2263
0.0016 0.0166 0.0006 0.0402 0.0014 0.0169 0.0005 0.0490
Rural 0.0134 0.6617 0.0089 0.723¢ 0.0110 0.6394 0.0070 0.7737
0.0014 0.0166 0.0010 0.0402 0.0012 0.0169 0.0008 0.0490
Male- 0.0108 0.8731 0.0094 0.7669 0.0074 0.8632 0.0064 0.7066
headed I™"00010 | 0.0044 | 00009 | 00334 | 00009 | 00044 | 0.0008 0.0432
Female- 0.0226 0.1269 0.0029 0.2331 0.0194 0.1368 0.0027 0.2934
headed [7750038 | 0.0044 |  0.0005 0.0334 00033 | 00044 0.0005 0.0432
Population 0.0123 1.0000 0.0123 1.000¢ 0.0091 1.0000 0.0091 1.0000
0.0011 0.0000 0.0011 0.0000 0.0009 0.0000 0.0009 0.0000

[-] Standard errors are in italics.
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Table 5 : Gini indices for Mauritius

2001 200¢
Group Estimate | STD LB UB Estimate | STD LB UB
Population 0.339708 0.00617 0.327591 0.351814| 0.356397| 0.006203| 0.344223| 0.368572
1: Port Louis 0.325916 0.010409| 0.305485| 0.346347] 0.315794| 0.010829| 0.294538| 0.33705
2: Pamplemousses 0.3284p50.013699| 0.301536| 0.355314] 0.326229| 0.013223| 0.300275| 0.352183
3: Rivdu Rempar | 0.3101f | 0.01783i | 0.27513!| 0.34516:] 0.28881 | 0.01162(| 0.26599: | 0.31162
4: Flacq 0.28622% 0.011676| 0.263307| 0.309143| 0.32228 0.009297 0.304031| 0.340529
5: Grand Port 0.30523[L 0.018363| 0.269188| 0.341275] 0.36965 0.032629 0.305607| 0.433693
6: Savanne 0.26965 0.0129Pp30.244285| 0.295014] 0.33233 0.021903 0.289338| 0.375322
7: Plaines Wilhemd 0.352421| 0.009338| 0.334093| 0.370749] 0.373008| 0.010683| 0.35204 0.393976
8: Moka 0.32979! | 0.04351: | 0.24438'| 0.4152 0.33902 | 0.01523: | 0.30912! | 0.36892
9: Black River 0.397952 0.034467| 0.3303 0.46560% 0.384276| 0.032883| 0.319733| 0.448818
10: Rodrigues 0.360913 0.014904| 0.331659| 0.390168] 0.362576| 0.010937| 0.34111 0.384042
Urban 0.35467 0.008096 0.338778| 0.370562| 0.373941| 0.009824| 0.354659| 0.393222
Rural 0.327252 0.008508| 0.310553| 0.343951] 0.337033| 0.007452| 0.322406| 0.351659
Some schooling 0.341148 0.006462| 0.328464| 0.353832] 0.356892| 0.00643 0.344271 0.369513
No schooling 0.293797 0.009396| 0.275354| 0.31224 0.324208 0.012363| 0.299943| 0.348474
Table 6: Growth-redistribution decomposition of 20a-2006 headcount change in
Mauritius
| Estimate | sTD | LB | uB
Growth-redistribution decomposition of headcount fa total population
2001 0.05813¢ 0.00397¢ 0.051591 0.064682
2006 0.04103 0.003425 0.03539 0.046671
Growth -0.019202 0.0032t -0.02557 -0.01283:
Redistribution 0.002096 0.005366 -0.00842 019613
Growth-redistribution decomposition of headcount fa Zone Urban
2001 0.048211 0.005882 0.03852¢ 0.05789¢
2006 0.027794 0.005114 0.019374 0.036214
Growth -0.020072 0.00503 -0.02993 -0.01021z
Redistribution -0.000345 0.008203 -0.01642 0.015732
Growth-redistribution decomposition of headcount fo Zone Rural
2001 0.06321z2 0.00519¢ 0.054657 0.07176€
2006 0.048494 0.004499 0.041085 0.055903
Growth -0.015292 0.004031 -0.02318 -0.00739
Redistribution 0.000574 0.006906 -0.01296 01011
Table 7: Pro-poor indices in Mauritius, 2001-2006
Pro-poor indices Estimate | STD LB UB
Growth rate (@ ) 0.111909 | 0.024382 0.064121 | 0.159696
Ravallion and Chen (2003) ind | 0.07376€ | 0.03027. | 0.01443C | 0.13310:
Ravallion and Chen (2003y g | -0.038142| 0.034039| -0.104857| 0.028572
Kakwani and Pernia (2000) indgx 0.970348 | 0.272040 0.437160 | 1.50353F
PEGR index 0.108590 | 0.03928p 0.031591 | 0.185590
PEGR - ¢ -0.003318| 0.030424| -0.062948| 0.056311

STD: standard error
LB: lower bound of 95% confidence interval
UB: upper bound of 95% confidence interval
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Results for South Africa

Headcount

Differences in headcount indices

Figure 7

Headcount for 2005 South Africa
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Figure 9

Lorenz curve for 2005 South Africa
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Figure 10
Difference between 2005 and 1995 Lorenz curves for South Afr
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Figure 12

Growth in quantiles in South Africa - relative to the mean
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Table 8: Decomposition of total poverty (headcountin South Africa, with a poverty line of

USD 3
1995 2005
Headcoun| Populatio | Absolute Relative | Headcoun| Populatio | Absolute Relative
t n share | contributio | contributio t n share | contributio | contributio
n n n n
Western 0.1902 0.0902 0.0172 0.0409 0.2292 @100 0.0229 0.0555
Cape 0.0203 0.0088 0.0021 0.0051 0.0166 0.0029 0.0019 0.0044
Eastern 0.6265 0.1587 0.0994 0.2371 0.5267 ®144 0.0762 0.1843
Cape 0.0219 0.0118 0.0085 0.0185 0.0133 0.0031 0.0028 0.0064
Northern 0.4252 0.0179 0.0076 0.0181 0.4654 @024 0.0112 0.0271
Cape 0.0317 0.0019 0.0010 0.0023 0.0181 0.0007 0.0006 0.0015
Free State 0.5439 0.067P 0.036 0.08)2 330a. 0.0624 0.0206 0.0494
0.0282 0.0049 0.0027 0.0065 0.0160 0.0018 0.0012 0.0029
KwaZulu 0.4290 0.2110 0.0905 0.2159 0.53Y79 ®209 0.1127 0.2727
Natal 0.0248 0.0171 0.0084 0.0193 0.0116 0.0035 0.0031 0.0069
North West 0.5274 0.0804 0.0424 0.1031 4325 0.0696 0.0301 0.0729
0.0350 0.0090 0.0057 0.0132 0.0232 0.0027 0.0020 0.0048
Gauteng 0.1291 0.170 0.021 0.05%3 @.193 0.2022 0.0391 0.0946
0.0167 0.0171 0.0039 0.0096 0.0125 0.0034 0.0028 0.0063
Mpumalang| 0.4907 0.0728 0.0357 0.085%2 0.4787 @074 0.0355 0.0859
a 0.0298 0.0061 0.0036 0.0084 0.0154 0.0016 0.0014 0.0035
Limpopo 0.5160 0.1317 0.068( 0.16241 08672 0.1134 0.0649 0.1572
0.0339 0.0122 0.0086 0.0191 0.0151 0.0025 0.0026 0.0059
Population 0.4193 1.0000 0.4193 1.0009 0.4183 0000 0.4133 1.0000
0.0116 0.0000 0.0116 0.0000 0.0053 0.0000 0.0053 0.0000

Table 9: Decomposition of total poverty (average peerty gap) in South Africa, with a
poverty line of USD 3

1995 2005

Average | Population| Absolute Relative Average | Population| Absolute Relative

poverty share contribution | contribution| poverty share contribution | contribution

gap gap

Western 0.0551| 0.0902 0.0050 0.028( 0.07%6 0.1001 0.0076 0.0460
Cape 0.0070 0.0088 0.0007 0.0042 0.0073 0.0029 0.0008 0.0046

Eastern Capq 0.2927| 0.1587 0.0465 0.26171 0.2088 0.1446 0.0302 0.1836
0.0137 0.0118 0.0043 0.0216 0.0073 0.0031 0.0014 0.0076

Northern 0.1693| 0.0179 0.0030 0.0171 0.1883 0.0240 0.0045 0.0275
Cape 0.0181 0.0019 0.0004 0.0025 0.0093 0.0007 0.0003 0.0018

Free State 0.255p 0.0672 0.0172 0.0964 0.1134 0.0624 0.0071 0.0431
0.0163 0.0049 0.0014 0.0079 0.0070 0.0018 0.0005 0.0031

KwaZulu 0.1674| 0.2110 0.0353 0.1991 0.2344 0.2095 0.0491 0.2986
Natal 0.0136 0.0171 0.0038 0.0204 0.0060 0.0035 0.0015 0.0081

North West 0.2334 0.0804 0.0188 0.1056 0.1725 0.0696 0.0120 0.0729
0.0217 0.0090 0.0028 0.0150 0.0097 0.0027 0.0008 0.0046

Gauteng 0.039% 0.1700 0.0067 0.037§ 0.0579 0.2022 0.0117 0.0712
0.0061 0.0171 0.0013 0.0077 0.0045 0.0034 0.0010 0.0057

Mpumalangal 0.1986| 0.0728 0.0145 0.0815 0.2025 0.0741 0.0150 0.0913
0.0194 0.0061 0.0017 0.0096 0.0087 0.0016 0.0008 0.0046

Limpopo 0.2325 0.1317 0.0306 0.1725 0.2407 0.1134 0.0273 0.1659
0.0203 0.0122 0.0043 0.0223 0.0091 0.0025 0.0014 0.0076

Population 0.177% 1.0000 0.1775 1.0000 0.1645 1.0000 0.1645 1.0000
0.0064 0.0000 0.0064 0.0000 0.0026 0.0000 0.0026 0.0000
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Table 10: Decomposition of total poverty (headcouftn South Africa, with a poverty line

of USD 3
1995 2005
Headcoun| Populatio | Absolute Relative | Headcoun| Populatio | Absolute Relative
t n share | contributio | contributio t n share | contributio | contributio
n n n n

Some 0.3378 0.7313 0.2470 0.5891} 0.3460 0.8121 0.2810 0.6799
schooling 0.0110 0.0099 0.0078 0.0117 0.0059 0.0040 0.0051 0.0080

No schooling| 0.6860 0.2349 0.1611 0.3844 0.7039 0.1879 0.1323 0.3201
0.0125 0.0090 0.0076 0.0116 0.0104 0.0040 0.0036 0.0080

Urban 0.2112 0.4818 0.1017 0.242¢ 0.2630 0.5898 0.1551 0.3754
0.0093 0.0184 0.0056 0.0157 0.0072 0.0042 0.0045 0.0086

Rural 0.6128 0.5182 0.3176 0.7574 0.6293 0.4102 0.2581 0.6246
0.0130 0.0184 0.0135 0.0157 0.0070 0.0042 0.0042 0.0086

Male-headed] 0.3608 0.6748 0.2435 0.580q 0.3247 0.5657| 0.1837 0.4445
0.0111 0.0073 0.0072 0.0102 0.0069 0.0054 0.0044 0.0088

Female- 0.5408 0.3252 0.1759 0.4194 0.5286 0.4343 0.2296 0.555b
headed 0.0138 0.0073 0.0071 0.0102 0.0081 0.0054 0.0047 0.0088

African/Blac 0.5168 0.7634 0.3946 0.9409 0.4868 0.7950 0.3871 0.9366
k 0.0118 0.0106 0.0117 0.0044 0.0059 0.0044 0.0052 0.0040

Coloured 0.2747 0.0856 0.0235 0.056p 0.2843 0.0879 0.0250 0.0605%
0.0190 0.0052 0.0017 0.0043 0.0164 0.0030 0.0016 0.0039

Indian/Asian 0.0268 0.0252 0.0007 0.00194 0.0379 0.0248 0.0009 0.0023
0.0063 0.0049 0.0002 0.0006 0.0182 0.0019 0.0005 0.0011

White 0.0047 0.1259 0.0006 0.0014 0.0031 0.0923 0.0003 0.0007
0.0012 0.0067 0.0002 0.0004 0.0014 0.0034 0.0001 0.0003

Population 0.4193 1.0000 0.4193 1.0000 0.4133 1.0000 0.4133 1.0000
0.0116 0.0000 0.0116 0.0000 0.0053 0.0000 0.0053 0.0000

[-] Standard errors are in italics.
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Table 11:

poverty line of USD 3

Decomposition of total poverty (averageqverty gap) in South Africa, with a

1995 2005
Average | Population| Absolute Relative Average | Population| Absolute Relative
poverty share contribution| contribution] poverty share contribution | contribution
gaf gar
Some 0.1353 0.7313 0.0990 0.557¢ 0.1299 812 0.1055 0.6411
schooling 0.0054 0.0099 0.0039 0.0132 0.0027 0.0040 0.0023 0.0096
No schooling| 0.3150 0.2349 0.0740 0.4168 0.3141 ®187 0.0590 0.3589
0.0092 0.0090 0.0041 0.0133 0.0065 0.0040 0.0018 0.0096
Urban 0.0759 0.4818 0.0366 0.2061 0.0895 @B589 0.0528 0.3207
0.0039 0.0184 0.0021 0.0146 0.0030 0.0042 0.0018 0.0093
Rural 0.2719 0.5182 0.1409 0.793% 0.27p4 @410 0.1117 0.6793
0.0086 0.0184 0.0069 0.0146 0.0042 0.0042 0.0022 0.0093
Male-headed| 0.1482 0.6748 0.1000 0.5634 0.12[74 565 0.0721 0.4383
0.0057 0.0073 0.0037 0.0114 0.0032 0.0054 0.0020 0.0099
Female- 0.2383 0.3252 0.0775 0.436¢ 0.21p8 8434 0.0924 0.5617
headed 0.0086 | 0.0073 0.0038 0.0114 | 0.0042 | 0.0054 0.0022 0.0099
African/Black | 0.2221 0.7634 0.1696 0.955 0.1966 @795 0.1555 0.9451
0.0072 0.0106 0.0064 0.0038 0.0030 0.0044 0.0025 0.0044
Coloured 0.0886 0.0856 0.0076 0.0427 0.09/76 ®087 0.0086 0.0522
0.0070 0.0052 0.0006 0.0037 0.0073 0.0030 0.0007 0.0041
Indian/Asian | 0.0056 0.0252 0.0001 0.0008 0.0160 ®B024 0.0004 0.0024
0.0015 0.0049 0.0000 0.0003 0.0102 0.0019 0.0003 0.0016
White 0.0017 0.1259 0.0002 0.001%2 0.0006 (092 0.0001 0.0004
0.0005 0.0067 0.0001 0.0004 0.0003 0.0034 0.0000 0.0002
Population 0.1775 1.0000 0.1775 1.0000 0.1645 0000 0.1645 1.0000
0.0064 0.0000 0.0064 0.0000 | 0.0026 0.0000 0.0026 0.0000
[-] Standard errors are in italics.
Table 12: Gini indices for South Africa
1995 2005
Group Estimate STD LB uB Estimate STD LB UB
Population 0.61498. | 0.006421 | 0.60236. | 0.62759: | 0.6728 0.00464 | 0.66370' | 0.68189I
Western Cape 0.555031 0.014723| 0.526122| 0.583941| 0.672204| 0.011866| 0.648945| 0.695463
Eastern Cap 0.6108¢ | 0.01425! | 0.5829 0.6388¢€ | 0.63227.| 0.01014'| 0.61238.| 0.65216!
Northern Cape 0.616697 0.017002| 0.583312| 0.650082| 0.60313 0.011478 0.580633| 0.625628
Free Statt 0.62237: | 0.01302! | 0.59680: | 0.64795.| 0.63220( | 0.01196! | 0.60874i | 0.65566-
KwaZulu Natal | 0.58461; | 0.01483 | 0.55549:. | 0.61373.| 0.65763.| 0.01116:. | 0.63575 | 0.67951
North West 0.60273% 0.024562| 0.554505| 0.650966] 0.633894| 0.013896| 0.606658| 0.661131
Gautenc 0.54102 | 0.02041 | 0.50095: | 0.58110 | 0.63710!| 0.00995' | 0.61759. | 0.65661.
Mpumalanga 0.545889 0.019193| 0.508201| 0.583576| 0.650575| 0.015501| 0.620193| 0.680957
Limpopo 0.60720! | 0.02025: | 0.56744. | 0.64697 | 0.56766. | 0.01240. | 0.54334' | 0.59197!
Urban 0.552995 0.008551| 0.536204| 0.569785| 0.64887 0.005419 0.638248| 0.659492
Rural 0.578594 0.013607| 0.551875| 0.605314] 0.531968| 0.007906| 0.516471| 0.547464
Some schoolini] 0.60197 | 0.00732 | 0.58759 | 0.61634-| 0.66387:| 0.00482: | 0.65442 | 0.67332
No schooling 0.441819 0.011611| 0.41902 0.464619 0.425676| 0.013882| 0.398465| 0.452886

STD: standard error

LB: lower bound of 95% confidence interval
UB: upper bound of 95% confidence interval
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Table 13: Growth-redistribution decomposition of 195-2005 headcount change in South

Africa
| Estimate | STD | LB | uB
Growth-redistribution decomposition of headcount br total population
1995 0.419324 0.011585 0.400241 0.438407
2005 0.413257 0.005307 0.404527 0.421987
Growth -0.09251 0.014906 -0.12173 -0.06329
Redistribution 0.086443 0.012702 0.061548 110337
Growth-redistribution decomposition of headcount br Zone Urban
1995 0.211178 0.009291 0.195874 0.226482
2005 0.262999 0.007201 0.251154 0.274843
Growth -0.065212 0.011513 -0.08778 -0.04265
Redistribution 0.117032 0.012165 0.093189 .140876
Growth-redistribution decomposition of headcount br Zone Rural
1995 0.612844 0.012975 0.591471 0.634217
2005 0.629314 0.007032 0.617747 0.640881
Growth 0.064195 0.021137 0.022767 0.105622
Redistribution -0.047725 0.018246 -0.08349 -0.01196

Table 14: Pro-poor indices in South Africa, 1995-206

Pro-poor indices Estimate] STD LB UB
Growth rate Q) 0.254 0.052 0.152 | 0.356
Ravallion and Chen (2003) index 0.063 0.026 0.012 | 0.113

Ravallion and Chen (2003} g -0.191 0.044 -0.278| -0.104
Kakwani and Pernia (2000) index0.069 0.140 -0.204| 0.343

PEGR index 0.018 0.038 -0.056| 0.092

PEGR - g -0.236 0.038 -0.311| -0.161

STD: standard error
LB: lower bound of 95% confidence interval
UB: upper bound of 95% confidence interval
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