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South Africa’s Gini coefficient: causes, consequences



South africa 's gini coefficient : causes, consequences and possible responses. Liana Harmse 84182092. A research project submitted to the Gordon Institute of Business Science, University of Pretoria, in partial fulfilment of the requirements for the degree of Master of Business Administration. 11 November 2013. 0. 2014 University of Pretoria. All rights reserved. The copyright in this work vests in the University of Pretoria ABSTRACT. South africa is acknowledged as having the highest gini coefficient in the world. The gini coefficient is a measure of income inequality in a country. The eradication of all forms of inequality was probably the most important aspiration for people pre-democracy. After two decades of democracy, not only has the eradication of inequality not materialised, but inequality has worsened. The aim of the research is threefold. Firstly, to understand the origins and the ensuing reasons for inequality as it is experienced in South africa in 2013 and secondly, to investigate what the effects of this inequality are on the lives of South Africans, socially, politically and economically.

CHAPTER 1: INTRODUCTION The Gini coefficient - a globally accepted measure of income inequality - for South Africa, as listed by The World Bank as well as the Central Intelligence Agency, is the highest in the world. South Africa is now recognised by Oxfam International as “the most unequal country on earth and significantly more
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    	1 South africa 's gini coefficient : causes, consequences and possible responses. Liana Harmse 84182092. A research project submitted to the Gordon Institute of Business Science, University of Pretoria, in partial fulfilment of the requirements for the degree of Master of Business Administration. 11 November 2013. 0. 2014 University of Pretoria. All rights reserved. The copyright in this work vests in the University of Pretoria ABSTRACT. South africa is acknowledged as having the highest gini coefficient in the world. The gini coefficient is a measure of income inequality in a country. The eradication of all forms of inequality was probably the most important aspiration for people pre-democracy. After two decades of democracy, not only has the eradication of inequality not materialised, but inequality has worsened. The aim of the research is threefold. Firstly, to understand the origins and the ensuing reasons for inequality as it is experienced in South africa in 2013 and secondly, to investigate what the effects of this inequality are on the lives of South Africans, socially, politically and economically.
2 Lastly, the research aims to find what, if anything, South Africans can do to address the issue, in order to determine if the aspiration is indeed attainable. Qualitative exploratory research was conducted by interviewing 16 prominent South Africans with the requisite knowledge of the topic and experience in their respective fields. Semi-structured, in-depth face-to-face interviews were performed. Content and theme analysis were carried out on the transcripts, followed by the recording of the responses in logically ordered tables. The literature informed the interpretation of the results in the tables. The reasons for and causes of South africa 's high gini coefficient were identified, with the apartheid legacy and the present government's governance style as the two greatest contributors. The effects of the high inequality in the South African context were considered far more detrimental to society, than to the politics and the economy of the country.
3 The research yielded a number of actions that could be considered to reduce inequality, thereby improving the gini coefficient . The two most important proposals were addressing the current poor education system and finding a solution for unemployment. i 2014 University of Pretoria. All rights reserved. The copyright in this work vests in the University of Pretoria KEYWORDS. gini coefficient , inequality, income inequality, South africa . ii 2014 University of Pretoria. All rights reserved. The copyright in this work vests in the University of Pretoria DECLARATION. I declare that this research project is my own work. It is submitted in partial fulfilment of the requirements for the degree of Master of Business Administration at the Gordon Institute of Business Science, University of Pretoria. It has not been submitted before for any degree or examination in any other university. I further declare that I have obtained the necessary authorisation and consent to carry out this research.
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10 1). The research seeks to find the causes of the very high inequality, interrogate the impact thereof on society, politics and the economy, as well as seek actions that could address and reduce such inequality. THE gini coefficient . The gini coefficient is a globally used measure of income inequality in countries (The World Bank, 2013). The coefficient ranges between 0 and 1, where 0. represents complete equality and 1 represents complete inequality. The World Bank definition states that it measures the extent to which the distribution of income or consumption expenditure, among individuals or households within an economy, deviates from a perfectly equal distribution (The World Bank, 2013). It is important to distinguish between income inequality and wealth inequality (Bosch, Rossouw, Claassens, & Du Plessis, 2010). Income refers to current monthly income received from salaries, wages, rentals, interest and profits (Bosch et al.
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