NATIONAL TRANSFER ACCOUNTS AND INEQUALITY

RACE AND THE ECONOMIC LIFECYCLE IN SOUTH AFRICA IN 2015

Morné Qosthuizen
July 25,2018

Development Policy Research Unit, University of Cape Town



OUTLINE

Race in South Africa

The Economic Lifecycle in South Africa
South Africa’s Demographic Dividend

Conclusion and Way Forward

12th Global Meeting of the NTA Network, Mexico City, 23-27 July 2018 1



RACE IN SOUTH AFRICA



RACIAL INEQUALITY IN SOUTH AFRICA

l.btgcmg deurDmkweg
Exn’r through Subway), | i
NIE-BLANKES| BLANKES

p

B \NON-WHITES|  WHITES

EELIE (e 0] - gunequalscenes.com

12th Global Meeting of the NTA Network, Mexico City, 23-27 July 2018 2



RACE CATEGORIES IN SOUTH AFRICA

We continue to use the four apartheid-era race categories

- “African” or “Black African” (individuals belonging to South
Africa’s various African peoples)
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We continue to use the four apartheid-era race categories

- “African” or “Black African” (individuals belonging to South
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Africa’s various African peoples)

- “Coloured” (individuals of tracing their ancestry to various
groups, including South Africa’s original indigenous peoples,
slaves brought in from Dutch colonies particularly in Asia, South
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RACE CATEGORIES IN SOUTH AFRICA

We continue to use the four apartheid-era race categories

- “African” or “Black African” (individuals belonging to South
Africa’s various African peoples)

- “Coloured” (individuals of tracing their ancestry to various
groups, including South Africa’s original indigenous peoples,
slaves brought in from Dutch colonies particularly in Asia, South
Africa’s European settlers, and other African groups)

- “Asian” (mainly individuals of Indian descent, brought as
indentured labourers by the British)

- “White” (individuals tracing their ancestry primarily to the
country’'s European settlers)
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EXTENT OF RACIAL INEQUALITIES

Indicator African Coloured Asian White
Unemployment rate (%) 41.0 27.5 18.2 9.8
Employment-to-population ratio 404 504 53.0 63.2
Adults (20+) with a degree (%) 23 24 91 16.5
Median HH Net worth (R '000) 285 405 285.8 6509
Poverty rate (upper bound, %) 46.6 323 46 0.8
Access to medical aid (%) 10.6 203 487 76.9
Stunting (under 15 yrs, %) 179 201 10.6 74
Population share (%) 80.8 8.8 25 8.0
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THE ECONOMIC LIFECYCLE IN SOUTH
AFRICA



LABOUR INCOME AND CONSUMPTION ACROSS THE LIFECYCLE
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Note: Profiles are normalised by dividing by the overall mean labour income for 30-49 year olds.
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NATIONAL-LEVEL LIFECYCLE DEFICIT
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Note: Profiles are normalised by dividing by the overall mean labour income for 30-49 year olds.
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RACE-BASED DIFFERENCES IN LABOUR INCOME
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Note: Profiles are normalised by dividing by the overall mean labour income for 30-49 year olds.
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RACE-BASED DIFFERENCES IN LABOUR INCOME
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RACE-BASED DIFFERENCES IN LABOUR INCOME
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Note: Profiles are normalised by dividing by the race-specific mean labour income for 30-49 year olds.
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RACE-BASED DIFFERENCES IN CONSUMPTION
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Note: Profiles are normalised by dividing by the overall mean labour income for 30-49 year olds.
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RACE-BASED DIFFERENCES IN CONSUMPTION
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RACE-BASED DIFFERENCES IN CONSUMPTION

pressssiiis National
African
12 Coloured
=== Asian
1.0 e hite

g T
RTTLLLECEL LA PR L

Normalised Income Units

0.0

0 10 20 30 40 50 60 70 80 90+
Age

Note: Profiles are normalised by dividing by the race-specific mean labour income for 30-49 year olds.

12th Global Meeting of the NTA Network, Mexico City, 23-27 July 2018 8



SOUTH AFRICA’'S POPULATION STRUCTURE
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RACE-SPECIFIC SHARES OF NTA AGGREGATE FLOwS, 2015

| Pop | W YLE YLS c CF G

Overall  Afr 8022 517 520 491 581 479 825
Col/Asi | 114 1622 16.5 134 125 133 10.5

Whi 84 321 315 375 294 388 7.0

0-19 Afr 849 583 409 683 706 56.0 859
Col/Asi | 102 28 362 151 119 141 9.6

Whi 49 189 229 16.6 17.6 299 45

2039 Afr 833 611 610 616 653 591 839
Col/Asi | 105 173 175 141 125 134 99

Whi 6.2 218 215 %3 22 275 63

40-59  Afr 725 464 469 409 46.6 40.5 747
Col/Asi | 145 16.0 16.2 137 142 14.2 14.0

Whi 13.0 376 369 454 393 453 1.3

6079 Afr 63.6 2.7 256 207 30.0 27 684
Col/Asi | 139 11.0 1.5 91 10.8 104 133

Whi 225 642 629 701 591 67.0 183

80+ Afr 592 289 397 231 %3 154 66.5
Col/Asi | 97 03 10 0.0 64 59 8.6

Whi 31 708 593 769 693 786 250
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SOUTH AFRICA’S DEMOGRAPHIC
DIVIDEND




ACE-SPECIFIC AGE STRUCTURES DIFFER SIGNIFICANTLY
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RACE AND DEMOGRAPHIC DIVIDENDS

Three questions:

1. To what extent do the differences in the profiles result in
differing dividend estimates by race?

2. To what extent do the differences in population age structures
result in differing dividend estimates by race?

3. How might these dividend estimates differ by race taking both
sets of differences into account?
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RACE AND DEMOGRAPHIC DIVIDENDS

Three questions:

1. To what extent do the differences in the profiles result in
differing dividend estimates by race?

2. To what extent do the differences in the population age
structures result in differing dividend estimates by race?

3. How might these dividend estimates differ by race taking both
sets of differences into account?

But, we do not have official publicly available population projections
by race in South Africa
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ACE-SPECIFIC AGE STRUCTURES IN AN INTERNATIONAL CONTEXT
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|. IMPACT OF RACE-DISAGGREGATED PROFILES ONLY
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Note: Dividends calculated using race-specific age profiles and ZA total population projections.
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[l. IMPACT OF DEMOGRAPHY ONLY
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[1l. IMPACT OF DEMOGRAPHY AND RACE-DISAGGREGATED PROFILES
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Note: Dividends calculated using race-specific age profiles and comparator country population projections.
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CONCLUSION AND WAY FORWARD




CONCLUSION

- South Africa’s history of race-based discrimination continues to
impact its society, and the generational economy

- Significant differences in the age-profiles of labour income and
consumption by race, in terms of level and shape

- Between-race-group inequality has a significant effect on the
shapes of the overall profiles

- Understanding these inequalities is important for
understanding the evolution of South Africa’s demographic
dividend
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WAY FORWARD

- Incorporation of differentiation in public consumption (e.g.,
subsidies to schools vary according to socioeconomic status of
the neighbourhood)

- Decomposition of the overall DD into race-specific components

- Completion of estimates of transfers and asset-based
reallocations

- Find race-specific population projections to better understand
demographic dividend
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