Executive summary

For informed decision-making on reducing poverty and inequality in the country, and for monitoring
poverty when policies are implemented, reliable and valid methods of measuring and mapping
poverty are essential. Thisreport examinesfour different waysin which poverty can be measured in
South Africaat present, and presents the findings from each method, mainly using existing Stats SA
datasets.

In particular, this report shows the extent of poverty in specific geographical areas, by means of a
series of poverty maps. These maps are merely an example of what can actually be mapped
electronically. Itispossible, using census data, to depict poverty through maps according to different
measurements, for example household expenditure, or the need for infrastructure or better accessto
employment opportunities. These maps can be drawn at the level of small areas such asavillage or
suburb, enabling better targeting of programmesto addressthe complex issuesthat resultin poverty.

Chapter 1

The introductory chapter outlines the challenges faced by those engaged in the measurement of the
complex phenomenon of poverty. It givesan overview of the methodological approachesused in the
following chapters,withacritique of the strengthsand limitationsof each.

Chapter 2

The second chapter examines waysin which census and survey data can be combined to construct a
poverty map of South Africa. This map can be constructed at various levels, including provincial,
district council, magisterial district, local authority, village or suburb level, or even smaller levels.
Monthly household expenditure, as indicated in the 1995 income and expenditure survey (IES),
formed the basis for measuring poverty in this approach. For explanatory aspects of poverty, for
example educational attainment and accessto services, the | ES data were merged with data from the

1995 annual October household survey (OHS), since both surveys visited the same households, and

then compared with equivalent datafrom Census’ 96. A seriesof regression analyseswas carried out,

using annual household expenditure as the dependent variable, and the poverty-related variables
common to the OHS and the census as the explanatory variables, to impute expenditure values for
each householdinthecensus.

» The poorest province, in terms of average monthly household expenditure, was Eastern Cape,
followed by Free State and then Northern Province. The wealthiest province was Gauteng,
followed by Western Cape.

» The poorest district council, using this method, was the Wild Coast, followed by the Kei District
Council (bothin Eastern Cape), whilethewealthiestwasthefourmetropolitan councilsin Gauteng
(treated asoneunit) followed by the CapeM etropolitan Council.

» Thepoorestmagisterial district inthe country was Elliotdale, followed by Willowvale, bothinthe
Eastern Cape, whilethe wealthiest in terms of monthly household expenditure was Pietersburg in
Northern Province followed by Germiston and Pretoria in Gauteng, Soutpansberg in Northern
Provinceandthen BellvilleintheWestern Cape.



Chapter 3

The third chapter describes how two Stats SA indices — the household infrastructure index and the
household circumstances index — were constructed to measure the extent of under-development in
different partsof SouthAfrica, using both the datafrom Census’ 96, and the imputed expenditure values
described above. These development indices can also be calculated andmapped at the variouslevels of
geography mentioned above, adding new dimensionsto thewaysinwhichpoverty can be examined.

Theindicatorstaken intoaccountfor thetwoindiceswere:

€)] formal housing (brick dwellings, flats, townhouses, backyard roomsetc.);
(b electricity for lighting fromapublic authority or supply company;

(© tap water insidethedwelling;

(d) aflushor achemical toilet;

(e atelephoneinthedwelling or acellular ‘phone;

) refuseremoval at least onceaweek by alocal or district authority;

(9) level of education of the head of household;

(h)  averagemonthly household expenditure;

0] unemployment rate (expanded definition);

()] averagehouseholdsize; and

(k)  theproportionof childreninthehousehold under theageof fiveyears.

These indicators were entered into aprincipal components factor analysis, and the two indices were
isolated by meansof thisanalysis.

The number of households in each geographical component was then also taken into account (the
squareroot of thenumber of householdsfound within each areawasbuiltinto thecalculation).

Theranking order of provincesfor thesetwoindicesisasfollows:

Thehouseholdinfrastructureindex

» The province most in need of infrastructural development such as clean water and sanitation is
Eastern Cape, followed by Northern Province, KwaZulu-Natal, North West, Mpumalanga and
Free State.

» Theprovincewiththeleast need for such development,withitssparse population of households, is
Northern Cape, followed by Western CapeandGauteng.

Thehousehold circumstancesindex

» Theprovincemostinneedofimprovementof life circumstances such asemployment creation and
family planning was again Eastern Cape, followed thistime by KwaZulu-Natal and then Northern
Province.

» Gauteng,withitslarge number of households, and large proportion of people moving into the area
in search of work, ranks fourth in need according to thisindex, followed by Mpumalanga, North
West, Free State,Western and Northern Cape.

The use of these different indices, in addition to monthly household expenditure, gives a
differentiated picture of poverty. Thefirstindex pointsto themeeting of basic needs,whilethe second
isrelated to empowerment.



Chapter 4

Thischapter examinestheissueof inequality of earned monetaryincome, based on responsesgivento
four consecutive OHSs (1995-1998). It does not take into account other income sources. The Gini
coefficient, which forms the basic measurement tool of this paper, is a widely used method of
calculating income inequality. It ranges between 0 and 1. The closer the coefficient gets to 1, the
greater theinequality.

Ingeneral, thefindingsshow that:

» Earned monetary income continues to be unequally distributed by population group and gender.
This inequality is confirmed by a second technique, namely a Dikhanov diagram, which was
appliedtothe OHS 1998 findings.

* The pattern found over the four years reflects a possible increase in the extent of inequality
between rich and poor during thistime.

» Thispossibleincrease appliesto both self-employed people and employees. It also applies within
each population group and by gender. For example, the inequality between the richest and the
poorestAfricans seemsto be increasing, as well as between the richest and poorest coloured and
whitepeople. I nequality of incomebetween men and women isalso showing signsof increasing.

Mapping of inequality by small area, as an aspect of poverty, is not yet complete at this stage, but
should be possible in the near future, as and when more small area data on inequality of income
becomeavailable.

Chapter 5

This chapter discusses the way in which a social accounting matrix (SAM), based on household
income, is calculated. The SAM integrates economic statistics across the country, since it is an
extension of input-output tables calculated for national accounts, but the emphasisis on households
rather than institutions. A SAM shows the relationship between income generation and consumption
at ahouseholdlevel.

In SouthAfrica, SAMswerepreviously calculatedfor 1978, 1988 and 1993.

* 1n 1993, the SAM showed that the per capitaincome for African households was approximately
one-fifth of the per capita income for white households. This was an improvement from 1978,
according to the SAM, when per capitaincome for African households was one-tenth of that for
whitehouseholds.

* A new SAM, based on the United Nations modifications in 1993 to the System of National
Accounts(SNA), and using population countsfrom Census’ 96, ispresently being undertaken, and
should bereleasedin 2003.

Inthelonger term, it should be possibletomap datafrom SAMSs, at |east at provincial level.



Conclusion

Each of these measurements can be used, either on their own or in combination with each other, to
examine different aspects of poverty, including inequality and under-development, and changesin
living conditionsand lifecircumstancesof SouthAfricansover time.

Theuser should determinewhichmethod of calculating poverty best suitsthe particular requirements
of aspecific policy and itsimplementation. For example, the Department of Labour may need to use
different poverty measures from those used by the Department of Housing, which may in turn differ
fromindicesneeded for monitoring theimplementation of theRural Development Strategy.

The mapping of poverty according to different approaches should also add to our understanding of
poverty asamulti-dimensional phenomenon.

Stats SA can produce mapsat any level, from anational pictureto small arealevel, on diverse aspects
of poverty, according to thespecificrequirementsof aparticular user.



