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Abstract: 

Progressive income redistribution in Sub-Saharan Africa is receiving much less attention than it 

deserves. This paper tries to rectify this oversight by exploring and explaining two specific 

manifestations of progressive redistribution during the period 1990-2010: Declining levels of 

market income inequality in some states of the region, and the more widespread use of fiscal means 

of redistribution. While the dynamics of the first may not be sustainable fiscal redistribution could 

become a more permanent feature of the redistributive landscape of the region, provided a number 

of challenges are met. The cross-national trends identified here could herald the arrival of more 

institutionalised, less emergency-prone welfare regimes in the region, buttressed by popular demand. 
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1. Introduction 

 

Income redistribution in Sub-Saharan Africa (SSA) is alive, but perhaps not so well as it should be. 

All political-economic processes redistribute income and wealth one way or another (Sefton 2008, 

607) and attention currently focuses on the top-income beneficiaries of the redistribution that 

defines neoliberal globalization (Piketty 2014; Atkinson 2015). In parts of the developing world, 

SSA included, a progressive counter-movement to this income concentration is underway (Seekings 

2008). State-led efforts to augment the income sources of the ‘not richer’, to use Hugh Dalton’s 

phrase (1920), are in vogue and in SSA they have become a significant feature of the fiscal 

landscape. In addition, dynamic factors have aided the deconcentration of market incomes, even if 

only temporarily. Here, I take a macro- and comparative empirical perspective on these two 

developments in order to determine to what extent they contribute to the reduction of income 

inequalities and how durable they are. 

 

Progressive redistribution of income in SSA has received relatively little attention in the literature, 

and for seemingly good reasons. One is that the levels of horizontal (between groups) and vertical 

(between individuals) inequality are so persistently high in SSA that most of the analytical effort 

has focused on explaining these levels, and not their dynamics. Horizontally, the distribution of 

assets and income between gender, ethnic, and spatial groups is notoriously skewed, with disturbing 

consequences (Fjelde and Østby 2014; International Monetary Fund 2015), while vertical income 

inequality between individuals/households in SSA is on average among the highest in the world, 

and very persistent (Milanovic 2003; Anderson and McKay 2004; Van der Walle 2009; Beegle et al. 

2016).  
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Secondly, it is assumed that fiscal capacity in SSA is too limited and that revenue flows are too 

volatile/unpredictable as a rule to tackle redistribution (Ebeke and Ehrhart 2012). Tax 

performance/effort in raising revenue is low and the structure of taxes tends to be less progressive 

in SSA (AfDB 2010).  Thirdly, adverse versions of redistribution in SSA are said to crowd-out 

progressive alternatives. Adverse redistribution forms part of neo-patrimonial networks when 

government officials use political power to access and redistribute resources in favour of kinship 

and political clients (Azam 2009; Fosu 2009a, 146; Frank and Rainer 2012). But adverse 

redistribution also plays itself out in the within-family demands on successful entrepreneurs to share 

their good fortune with the extended family. These demands are buttressed by strong social norms 

and derogation is met by severe penalties, often in the form of accusations that the successful family 

member has resorted to witchcraft or magic to acquire his/her wealth. This complex of personal and 

social normative pressures act as disincentives to perform and also provide incentives for the 

successful to hide their wealth and/or migrate (Platteua 2014). 

 

While these considerations are not altogether wrong, they should not blind us to the evidence of 

deconcentration of market incomes in some states, and the more general increase in the resources 

committed to public spending in the region over the period 2000-2014 (International Monetary 

Fund 2015, 13). For the first time since the 1970s, gross (market) income inequality started to 

decline in about half of the states in the region for which we have sufficient data. In addition, the 

majority of states in the region have launched, and in some cases deepened, social protection 

programmes, and these are already having an effect on reducing levels of income inequality. The 

inequality reducing effects of social insurance and social assistance programmes depend on their 

scope of coverage and their pro-poor benefit ratio, and in comparison with other developing regions 

and transition countries, some SSA states are doing well. The aim of this paper is to provide a 

comparative overview of these trends in SSA and not detailed country-specific analysis. I rely on 

the best available cross-country evidence to do so, but am well aware of the problems that beset 
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data sources on SSA (Klasen and Blades 2013).  It is important, despite the data shortcomings, to 

try and develop broad comparative insights on trends in the region, both as a guide to policy, but 

also as an attempt to determine whether it is still necessary to include a dummy variable for SSA in 

global cross-national studies (Englebert 2000). 

 

Section 2 discusses the notion of redistribution that is used in this study and the measures that are 

useful in doing so. In Section 3, the attention turns to the determinants of and trends in market 

income inequality in the region and the consideration of a number of possible explanations for the 

inequality declines in some states. Section 4 considers fiscal redistribution and in particular the 

growing role of social protection in the redistributive orders of the region. Section 5 concludes by 

considering whether the evidence surveyed here provides us with enough reasons to stop referring 

to the welfare regimes of SSA as “emergency regimes”. 

 

2. Redistribution: Concepts and Measures 

 

Here, redistribution refers to increases in the income shares of the ‘not richer’ relative to the shares 

of the ‘not poorer’, and registers as a decrease in a summary income inequality measure that 

complies with the Dalton transfer principle, such as the Gini (Dalton 1920, 351-352; Ray 1998, 

177; Fields 2001, 18). I refer to this as ‘progressive’ income redistribution. Income can be regarded 

as one of the basic social goods/means that shape material choices (Ray 1998, 170), but it is not the 

only valuable social good that can be distributed unequally (Dabalen et al. 2015).  

 

Redistribution of income in the sense that I use it here can be operationalized in two ways. The first 

looks diachronically at what is happening to the distribution of market income over time. Market, or 
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gross income is the sum of all earned income (wages, profits, rents, dividends, and private transfers) 

before direct taxes (Lustig 2015). A number of factors determine the distribution of market income, 

but at bottom it is shaped by the functional returns received by different factors of production. This 

in turn is shaped by the formation of social, economic and political institutions and how these are 

incorporated into a global division of labour (Fields 2001, chpt 3; Nel 2008, 21-49). Structural 

forces determine the returns received by different holders of factors of production, and if these 

forces favour land and capital, market inequality increases, as persuasively shown by Thomas 

Piketty (2014). The reverse is true if the favoured holders find themselves in the not richer segment 

of society, a situation in which market income distribution should become less unequal. By 

focusing on market income, we can get a grip on these structural and functional determinants of 

inequality. The factors that could possibly affect market income are many, though, ranging from 

longer-term endowment or structural trends that determine the (functional) distribution of income to 

shorter-term income windfalls, such as increased employment opportunities and temporary wage 

increases as a result of spurts of economic growth, or increased remittance flows fuelled by 

increased emigration. We will return to these determinants below. 

 

There are major gaps and problems of consistency in the data on income inequality in SSA. Data 

are not only in short supply and sometimes of doubtful provenance, but there are also problems of 

comparability and consistency between various datasets that use different income notions 

(market/gross vs net income), use different units of comparison (per capita or per household), and 

that use different sources for collecting primary data (surveys vs national accounts). To minimise 

these problems, I rely on the Standardized World Income Inequality Data (SWIID) version 5.1 of 

(Solt 2009, 2014), which is today the most trusted inequality database used in cross-national studies 

(see Acemoglu et al. 2015). It uses data selected from the widest possible range of datasets, and 

relies on a large set of conversion factors for different income or consumption concepts to obtain 

comparable estimates based on market income and net income and the difference between the two.1 
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SWIID has the best coverage of SSA of all datasets. I focus primarily on the period 1990 to 2010 

(and up to 2014 when relevant data are available) as the two decades for which we have a 

reasonably extensive and reliable dataset for 41 of the states in the region. Appendix A contains a 

description of all the variables used in this paper and their sources. 

 

 One disadvantage of the Gini is that any progressive transfer at any point in the distribution from a 

not poorer to a not richer individual/household will lower the Gini score, without it being clear 

whether the transfer occurred from the rich to the poor, or from the rich to the middle class, or from 

the middle class to the poor. A more direct measure of progressive redistribution considers changes 

in the relative income share of income percentiles, but data on this in SSA are relatively scarce. 

Nevertheless, the available income-share data generated from national surveys and reported in the 

World Bank’s World Development Indicators are used below to complement or control findings 

drawn from the SWIID. In particular, I use the Palma measure to check for regressive/progressive 

redistribution. The Palma is the ratio of the income share of the top 10 per cent to that of the poorest 

40 per cent and as most of the significant redistributions of income affect these two tails, income-

share analysis should focus on this (Cobham and Sumner 2013). A decrease in the ratio over time 

indicates progressive redistribution.2 

 

Secondly, we can employ a strictly synchronic perspective on redistribution, which will assist us in 

determining how fiscal policies and initiatives effect redistribution.3  The difference between 

market income and net income inequality is a reliable measure of fiscal redistribution. Net income 

is market income minus direct taxes on income sources, plus government transfers in cash and in-

kind that aim at augmenting the disposable income of households (Lustig 2015). Much of the 

existing literature on inequality relies on net income as the welfare measure, assuming that it 

reflects actual household consumption (Acemoglu et al. 2015; Dabla-Norris et al. 2015) better than 
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market income figures do. Here, the focus falls explicitly on the policy acts of redistribution, and I 

prefer to use the absolute difference between market and net income inequality as reported in the 

SWIID as an indicator of the degree to which authorities, through the use of fiscal means, 

redistribute consumption welfare from the not poorer to the not richer. 

 

Fiscal redistribution in this second, synchronic perspective is strongly associated with social 

spending and the welfare state. Social spending includes public provision of health-care and 

education, and passive and active labour-market policies, all aimed at improving the distribution of 

opportunities and the capabilities to use them. Spending on social protection on the other hand has 

the more direct effect of changing the distribution of disposable income. We focus on social 

protection, regarded as the most ‘progressive’ redistributive policies, that is, they make the most 

difference in terms of ‘transferring income from the rich to the poor’, as Peter Lindert puts it 

(Lindert, 2004, 6-7). Social protection includes social insurance in the form of unemployment 

compensation and non-contributory pensions, and social assistance to vulnerable citizens to 

augment their disposable income, in the form of conditional and unconditional cash transfers, 

consumption subsidies, and food aid. Focusing on social protection does not mean that we are 

equating social transfers of this sort with social policy tout court, nor does it imply that we 

necessarily ignore the broader array of policy demands that social solidarity imposes (see Adesina 

2011 for a critique of the excessive focus on social protection in recent social policy thinking, and 

also Holmes and Lwanga-Ntale 2012).  

 

 
3. Redistribution in SSA (1): Declining market income inequality (in some states) 

<Figure 1 here> 
 

Although remaining high in comparison with other developing regions, mean market income 

inequality declined in SSA over the period 1990 to 2005 (Figure 1). The regional mean in Figure 1 
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obscures significant differences between individual states, and sub-groups of states, and we will 

have to consider these later. For the time being we should note that declining market income 

inequality in SSA contrasts with the relative increases in the Middle East and North Africa (MENA) 

and Southeast Asia, and with the significant increases in market income inequality in high-income 

states over the same period (Atkinson 2015). With SSA, Latin America and South Asia also 

recorded noticeable reductions in market income inequality. 

 

Broadly speaking, market income inequality differs noticeably between labour reserves and trade-

extractive economies in SSA. This distinction of two sub-groups in SSA is based on Samir Amin’s 

seminal article (1972) and the update provided by Mkandawire (2010). As elsewhere in the ex-

colonial world (Acemoglu, Johnson and Robinson 2001; Lange 2004; Angeles, 2007) the roots of 

inequality and its variability in SSA are found in the colonial experience (Frankema, 2005, 2010; 

Van der Walle, 2009).  While spatial and horizontal (between group) inequalities are high in trade-

extractive economies, vertical (between individual) market inequality on average is 11 to 13 Gini 

index points lower than in the labour reserve economies in SSA.  Labour reserves have hierarchical 

labour markets and market incomes are skewed further by the relatively large (for SSA) role of the 

manufacturing sector, with its accompanying skills premium. Hierarchical labour markets favour 

‘insiders’ and limit access for outsiders (see Seekings and Nattrass 2015 on South Africa), a main 

structural impediment to poverty relief and lower income inequality. On the other hand, labour 

reserves have stronger educational, legal, and political institutions than trade-extractive economies, 

and Mkandawire (2010) highlights the noticeable differences between the tax capacity of labour 

reserves and the rest of SSA. 

  

<Figure 2 here> 
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Figure 2 helps us to trace the patterns of changing market income inequality in the region in more 

detail. It summarises by state and type of economy what happened to market income inequality in 

SSA between 1990-94 and 2005-2009, with the solid line the prediction of inequality during the 

latter period based on earlier levels. Note the relative concentration of labour reserves (diamond 

markers) at the top end of the inequality spectrum. The r-sq value of 0.71 and the almost 45 degree 

of the slope of the solid line suggest that inequality in the 1990s was a good predictor of inequality 

in the 2000s. Nevertheless, in fifteen of the thirty-two states for which we have data for both points 

in time, market income inequality was lower than predicted (placed below the regression line).  

Seventeen did worse, with Angola (6.2), Ghana (5.2) Rwanda (6.2), South Africa (4.7), and Zambia 

(5.6) being the worst. Among the labour reserves, only Kenya (-2.6), Malawi (-7.8), and Swaziland 

(-2.6) had lower than expected inequality (numbers in brackets are values of residuals: the 

difference between the expected and the observed value of the dependent variable traced on the y-

axis in Figure 2). Extractive-trade economies that did better than expected (given 1990 inequality 

levels) are Burkino Faso (-2.5), Burundi (-4.2), Cameroon (-2.9), Cape Verde (-0.6), Ethiopia (-4.4), 

Guinea-Bissau (-4.6), Mali (-4.4), Mauritius (-1.7), Niger (-6.3), Nigeria (-2.6), Senegal (-3.8) and 

Sierra Leone (-8.6).4 What could possibly account for these general trends and specific instances of 

market income redistribution?  In what follows, I look at the effects of economic growth and 

increased remittance flows, both of which could favour income trends among the not richer 

segments of society.  

 

It is well known that the region registered impressive growth since the mid 1990s, and it is 

reasonable to expect that this had something to do with declining inequality. I argue that it is not 

growth in general that made the difference, but the growth related to the expanding external demand 

for natural resources that contributed to increasing income shares for the not richer. Growth, 

measured as the rate of annual increase in Gross Domestic product per capita (constant local 

currency), averaged five per cent in the region between 1995 and 2014 compared to the 1.8 per cent 
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in the period 1990-1994 (World Development Indicators, 2015). While there is evidence from 

Africa that high levels of income inequality retard growth, and that income inequality also reduces 

the potential for pro-poor growth (Fosu 2008, 2009b, 2010; Thorbecke 2013), the literature is not 

unanimous about the reverse effect of GDP growth on income inequality (Dabla-Norris 2015). 

There is no guarantee that income growth would necessarily favour the not richer more than any 

other group. Growth in a specific sector could make the difference, though. 

 

Increased exports of natural resources accounted for the largest sectoral contribution to economic 

growth experienced by SSA in the period under review. Growth in the natural resource sector 

contributed twice as much as retail and wholesale commerce to growth, and considerably more than 

agriculture, telecommunications and manufacturing (Leke et al. 2010). Mean total natural resource 

rents in the region as a whole increased by 21 per cent over the two decades that we are focusing on. 

Natural resource rents in SSA are labour intensive, but does not demand the level of skilled labour 

associated with the manufacturing sector. Unskilled labour is an abundant/cheap factor of 

production and would be favoured by increased external demand, as standard trade theory suggests. 

One indication of this growth in external demand is the natural resource intensity of exports5 which 

in the case of SSA increased by seventy per cent from the 1990s to the late 2000s. It is likely that 

what accounts for increased market incomes received by the not richer is not growth in general, but 

export growth in a labour-intensive, low-skilled environment. 

 
<Table 1 here> 

 

An empirical confirmation of this expectation is reported in Table 1. It shows the results of dynamic 

panel data regression that caters for the likelihood of reverse causality between growth and 

inequality. The estimation technique used is the System Generalized Method of Moments (SGMM) 

that makes provision for fixed effects in panel data with few time periods and many units 
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(countries), deals effectively with endogeneity of regressors, and avoid dynamic panel data bias 

(Arellano and Bond 1991; Arellano and Bover 1995; Blundell and Bond, 1998).6 I use 5-year means 

of the variables of interest. Lagged versions of the dependent variable and of the predictor variables 

are included, as well as a full set of time dummies to cater for unobserved time-dependent biases 

(not shown). Measures of the flow of inward foreign direct investment and trade as a percentage of 

GDP are also included as both have been shown to affect income inequality, but not necessarily in 

the same direction (Figini and Goerg 2006; Kai and Hamori 2009). Given the importance of the 

informal sector in SSA, where it constitutes more than 40 per cent of GDP and is negatively 

correlated with income inequality, a measure of the size of the informal sector is included as a 

control variable aimed at capturing general features of the economy (Verick 2006, and own 

calculations based on Elgin and Ostunali 2012).7 The benign values of the Sargan test (> 0.05) 

suggest that overidentification due to the use of too many instruments does not apply (see Roodman 

2008 for the importance of testing for overidentifying restrictions in SGMM estimations). 

 

The results in Model 1 indicate that economic growth per se does not reduce, but in fact increases 

inequality and significantly so (for a similar result, see International Monetary Fund 2015, 65). As 

suggested above, growth in highly unequal societies is not necessarily growth that favours the poor. 

The measure of informality has the expected negative sign, but falls just beyond the range of 

significance. FDI and trade are associated with increasing inequality, but their coefficients are 

insignificant. The same applies to FDI in Model 2, although its coefficient turns negative once we 

control for natural resource intensity of exports (see also AfDB 2014, 48). Model 2 shows that it is 

growth in a specific sector – natural resource exports – that drives inequality down, and 

significantly so. 

These findings underline the mixed-blessing that natural resource intensity holds for SSA. On the 

one hand the increase in the income share of the not richer must be welcomed as a means of 
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reducing severe poverty and inequality, and as a sign that SSA is exploiting its comparative 

advantage in trade. The downside is that relying on resource intensive trade is a weak basis for 

sustainable development and reduction of inequality as natural resource rents are quite volatile due 

to fluctuating international demand. The exceptional international demand for SSA resources during 

the period 1995 to 2010 has not been sustained (IMF 2015). Moreover, as the high levels of 

inequality in SSA can ultimately be traced to how it has been incorporated as a dependent primary 

producer in the global political economy, reliance on natural resource exports might lead to 

fluctuations in inequality levels – as recorded here - but perpetuates the structural determinants of 

high inequality (see also Taylor 2016).  

 

Worker and diaspora remittances played an increasing role in augmenting household income in 

SSA in the period under review, and it might be that they contributed to reducing market income 

inequality. In the early 1990s, total remittance flows per capita to SSA averaged US$27. By 2010 

this increased to just below US$50 (2005 constant US dollars) and overall, some US20 billion in 

remittances flowed to SSA in 2010 alone (Anyanwu 2011; Mohapatra and Ratha 2011). Singh et al. 

(2011) find that remittance flows in SSA are counter-cyclical and act to compensate for economic 

shocks, and thus tend to be out-of-phase with periods of economic growth. We also have no reason 

to believe that remittances flow only to the poor, or more to them than to other income groups.  The 

best empirical evidence suggests that remittance flows marginally increase inequality (see Anyanwu 

2011), but the results are not robust and we have good data only for the last part of the period under 

review. The scatterplot in Figure 3 uses the Palma ratio as the income inequality measure, and 

suggests that the cross-sectional effect (more remittances increase the income levels of the poor) is 

not significant and that outliers (South Africa and Seychelles) drive the results. Once we exclude 

these two states, the relationship reverses (dotted line). A final conclusion must await more detailed 

analysis of who the main recipients of remittances are and how remittances augment their income 

shares, but if would seem that increased remittance flows cannot account adequately for the 
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mitigation of market income inequality. The income windfall created by resource intensive exports 

is the best explanation for declining market income inequality during the period under review, but it 

would be foolish to place our redistributive hopes on this temporary phenomenon. 

 

<Figure 3 here> 

 

4. Redistribution in SSA (2): Fiscal Redistribution 

 

In contrast to the fickle and uneven record of the reduction of market income inequality reviewed in 

Section 3, the region by 2005-2009 managed to raise fiscal redistribution systematically to higher 

levels than those of the 1990s. As Figure 4 shows, only Senegal performed significantly worse than 

in the 1990s, while Botswana and Kenya were also below, but very close to the 45 degree line of 

equality.  

 

<Figure 4 here> 

 

In the period 2000-2010, the region fiscally redistributed about as much as Southeast Asia and 

South Asia on average, but slightly less than Latin America and the Middle East and North Africa, 

and about seven times less than the states of North America and Western Europe. One major 

limiting factor in SSA is revenue performance, but here things improved as well. Revenue 

performance (total revenue as a percentage of GDP) stood at about 25 per cent in 2010, a big 

improvement over 1990 and it brought SSA on par with Latin America and Southeast Asia and 

better than South Asia. The labour-reserve economies as a rule have a much higher fiscal capacity 

than the other states in SSA, largely because of the size of the informal economy in the latter. 
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During the period 2000-2014, labour reserves generated 40 per cent more revenue as a percentage 

of GDP, and the ratio of direct to indirect taxes (which is an indicator of tax progressivity) was a 

third higher. But this may be is as good as it gets in SSA. In a study of how much revenue 

developing states have to generate in order to reduce the poverty gap for the international poverty 

line of $1.25 a day (2005 constant PPP) by half, Ravallion (2009) concludes that it would require 

prohibitively high marginal tax rates for states with per capita consumption of less than $2000 

(2005 constant PPP). In SSA (and for the countries for which he had consumption data) only 

Botswana, Cape Verde, Gabon, Mauritius, Sao Tome and Principe, and South Africa in 2010 could 

manage the required fiscal reduction with marginal tax rates of less than 50%). Revenue constraints 

are made worse by declining trade tariffs that undercut the collection of taxes on trade that used to 

be a major revenue source  (Cage and Gadenne 2012). The structure of taxes in SSA is also slanted 

towards less progressive forms, such as indirect taxes on goods and services and not on direct 

income and capital gain taxes (see AfRD 2010). There is also considerable leakage in SSA as far as 

potential revenue sources are concerned, mainly because of illicit flows (Christian Aid, 2014). 

Nevertheless, the majority of states in the region are getting better at using fiscal transfers to lower 

poverty and welfare vulnerability, and in the process are also reducing income inequality. In 

contrast to the dynamics affecting market income inequality, in which mitigation may be a long and 

painful process, fiscal redistribution seems to be becoming a more permanent feature of the 

redistributive orders in the region. 

 

The provision of public education and spending on public health in SSA are not necessarily 

progressive from a redistributive point of view (Castro-Leal et al. 1999). In contrast, the provision 

of non-contributory social insurance against the vicissitudes of the labour market and economic 

shocks, and social assistance aimed at augmenting the disposable income of families or care-

providers, decidedly are. Social insurance in the form of unemployment compensation and non-

contributory pensions have a long history in SSA (Seekings 2015; Kpessa 2010). In the 2000s, the 
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emphasis shifted to social assistance as the preferred means of fiscal redistribution (Moore and 

Garcia 2012; Cirillo and Tebaldi 2016). As Devereux (2013) and Ferguson (2015) argue, the 

exclusive focus on insurance of workers and ex-workers is inappropriate in SSA as it unduly limits 

the social protection role of the state, excludes many vulnerable individuals and households, and is 

based on a valorisation of labour as the ultimate marker of human dignity. Coupled with an 

increasing focus on poverty relief on the part of major donors, multilateral financial institutions, and 

local decision makers, and following the examples of successful programmes in Latin America 

(Leisering and Barrientos 2013; Barrientos 2013), the focus in SSA in the 2000s also shifted to 

broad-based, non-contributory social assistance. In Africa as a whole, the number of non-

contributory insurance and assistance programmes tripled between 2000 and 2015 (Cirillo and 

Tebaldi 2016) and in SSA 43 such programmes were launched in two-thirds of the states in the 

region between 1995 and 2015 (ASPIRE 2016), only beaten by Latin America with 71 such 

programmes during the same era. Inclusive of work-creation and assistance-in-kind projects and 

programmes, there are currently 114 non-contributory social transfer projects and programmes 

registered in 34 states of SSA (own calculations, based on Cirillo and Tebaldi 2016). Of these, the 

overwhelming majority are in the form of targeted or non-targeted unconditional cash transfers, 

primarily aimed at augmenting the consumption of vulnerable groups, including poor families, war 

veterans, widows, survivors of genocide, retirees, children and their care givers, and prison inmates. 

Next most populous are conditional cash transfers whose aims are to increase employment and 

school attendance, and use of primary health care. Overall, these programmes and projects cover 

both the agenda of the older welfare state, that is, the reproduction and insurance of labour, and the 

newer welfare agenda, where the aim is to augment consumption.  

 

<Figure 5 here> 
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Data reported in ‘The Atlas of Social Protection Indicators of Resilience and Equity Spending’ 

(ASPIRE 2016) confirm a significant correlation between spending on social protection that favours 

the poor and the absolute differences between market and net income inequality achieved in SSA 

during the 2000s.8 While the number of data points for SSA is still less than ideal for regression 

estimations, we can explore the effects of the pro-poor coverage of social protection systematically 

by comparing the performance of SSA with that of developing and transition states.  Figure 5 shows 

a significant relationship between the pro-poor coverage of social protection programmes 

(measured as the percentage of the poorest 20 per cent participating as direct and indirect 

beneficiaries) and their pro-poor benefit incidence. Pro-poor benefit incidence is calculated as the 

ratio of the sum of all transfers received by the poorest quintile to the sum of all transfers received 

by the total population. Both variables are standardized to have a mean of zero and a standard 

deviation of one. The regression fit for SSA (solid line) suggests that pro-poor coverage in some 

countries in SSA correlates with a higher pro-poor benefit ratio than the rest of the sample, but note 

the large number SSA states bunched in the lower left-hand corner, indicating a pro-poor 

performance lower than the sample mean. Only Botswana, Gabon, Mauritius, South Africa and 

Swaziland share the upper right-hand quadrant with above-average performers. The ASPIRE data 

also indicate that social transfer programmes in labour reserves tend to be larger and have a pro-

poor benefit ratio three times as high as those of trade-extractive economies. These differences can 

be attributed partly to the higher levels of revenue performance (Mkandawire 2010), but also to the 

higher levels of institutional capacity in the labour reserves. 

 

Figure 5 suggests that the sample as a whole, and the SSA sub-sample, fall into two distinguishable 

groups. To explore this further, a hierarchical cluster analysis of patterns in pro-poor coverage, pro-

poor benefit incidence, and the absolute difference between market and net income inequality (our 

measure of fiscal redistribution) is conducted. The hierarchical cluster analysis uses Ward’s linkage, 

based on standardised values of the three variables, and the SSA clusters are grouped in Table 2. 
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The first group – ‘Minimalists’ – shares features with other developing states such as Afghanistan, 

Nicaragua, Papua New Guinea, the Philippines, Thailand, and Vietnam (to name a few), while the 

second group – ‘Pro-Poor’ – are clustered together with the transition states of Eastern Europe and 

Central Asia, and most of the Latin American states. Table 2 lists the SSA states in the two groups 

and summarises (standardized mean figures for the period 2000-2010) the performance of the social 

protection programmes in terms of coverage of and benefit incidence to the poor, and their level of 

fiscal redistribution. In the first three columns the reference point is the mean of zero for the sample 

as a whole, and any score more than zero indicates a performance better than the mean for the 

whole sample. On average, the Pro-Poor group performs much better than the Minimalists in terms 

of coverage of and benefitting the poor, but only slightly better when it comes to fiscal 

redistribution (where SSA as a whole lingers below the mean).  

 

<Table 2 here> 

 

The last three columns of Table 2 report actual means (not means based on standardized variables 

as in the first three columns) of a number of indicators that I wish to explore further. Given the 

prominence of labour reserve economies in this group, it comes as no surprise that the Pro-Poor 

group has higher market income inequality on average, and a stronger revenue performance. Note 

also that this group share a higher positive democracy score on the Polity2 scale (Marshall 2015) 

compared to the Minimalists. The question is whether these factors – inequality levels, revenue 

performance, and regime characteristics – can account for the overall redistributive differences 

between the two groups. There is an influential strand of the literature that says yes, associated with 

the so-called median-voter theorem (reviewed in detail in Acemoglu et al. 2015). Theoretically, the 

combination of high levels of market income inequality and democratic institutions could generate 

effective demand for redistribution on the part of the median voter, who is the median income 
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earner. Expanding this way of thinking, Acemoglu and Robinson argue that in a democracy, the 

majority ‘sets the level of taxation and redistribution by trading off the benefits from redistribution 

and the costs of distortions’ (2006: 100), keeping constant other factors such as identity preferences 

and institutional features that may encourage or discourage political participation. We have already 

established that the median income earner in SSA finds her income well below the mean, which is 

just another way of saying that market income inequality is very high. Since the 1990s, democracy 

has been added to this mix in SSA in relatively large doses (Lynch and Crawford 2011). In 1990, 

only ten of the states in SSA met the minimal definition of being an electoral democracy, while by 

2010, thirty did so. It would seem that  democratization in SSA is also associated with the demand 

for redistribution that theory hypothesises, at least in the states for which we have appropriate data.  

Wave Six of the World Values Survey (2010-2014) reports that 52 per cent of respondents in the 

five SSA countries surveyed (Ghana, Nigeria, Rwanda, South Africa, Zimbabwe) expect the state in 

a democracy to take steps to narrow the gap between the median and the mean incomes (World 

Values Survey 2015). It is thus quite reasonable to attribute the pro-poor fiscal redistribution that 

we surveyed above to the effect of democratic pressures under conditions of high inequality. 

Naturally, this effect is conditional on the revenue performance of states. 

 

Empirical tests of these expectations have delivered ambiguous results. Cross sectional research on 

the effects of (the incidence of) democratization on pro-poor fiscal redistribution show that its effect 

can be undermined by the capture of electoral politics by a wealthy and powerful elite (Acemoglu et 

al. 2015), precipitated by the incomplete nature of democratisation in most developing states. In 

SSA, there is no electoral democracy in which political capture has not taken place to some degree, 

even in the two democracies that score full marks in the Polity2 scale (Cape Verde and Mauritius). 

On the other hand, a specific test of the effect of democratisation on social protection programmes 

find that states that score higher on a scale of democracy are more likely to introduce social transfer 

programmes (Doldova and Giolbas 2015). Different conceptions and measures of democracy, 
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different dependent variables, and different estimation techniques may account for these 

contradictory results. 

 

<Table 3 here> 

 

Table 3 reports the results of a test of the expectation that a high level of market income inequality, 

combined with electoral democracy, and conditional on the availability of sufficient revenue, will 

facilitate fiscal redistribution. I again use a System Generalized Method of Moments (SGMM) 

estimation technique (same as used in generating the results reported in Table 1) which effectively 

deals with fixed effects and make provision for possible reverse causality between the dependent 

variable and regime predictor. The regime predictor is a dummy variable ‘Democracy’ derived from 

Acemoglu et al. (2015) and is based on low thresholds as determined by Freedom House’s notion of 

‘political freedom’ and the Polity2 score of democracy (see Appendix A for detail). Lagged 

versions of the dependent variable are included, and the Revenue and Democracy measures are 

lagged, but market income inequality is treated as simultaneous. Dummies for all time periods are 

included (but not shown). 

 

Total revenue at the disposal of the state is positively related with fiscal redistribution but it is not 

significant, even at the very generous significance level of 0.15. As theory would have it, high 

levels of market income inequality do provide a strong and significant impulse for redistribution, 

and the incidence of democracy gives it voice (Model 2). Note, however, that the coefficient for the 

incidence of democracy in Model 2 is significant only at the very generous level of 0.15, a level that 

many would regard as too generous. The effect of democracy in curbing inequality in developing 

states is weak, as other studies have also found (Acemoglu et al. 2015), for reasons that probably 

have to do with the lack of depth and durability of democratic institutions, rather than with 

democracy as such. The findings reported in Table 3 give us some reason to believe that high levels 
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of inequality does create the demand for fiscal redistribution among the citizens of the region, and 

that they are using the (limited) democratic tools at their disposal to voice that demand (see also 

Lindberg 2015 for the effect of elections on fiscal policy). This echoes the conclusion that one can 

draw from Table 2: The cluster of states that does best in terms of fiscal transfers that favour the 

poor is also the cluster with the highest mean level of democratic institutions in SSA. Democracy is 

indeed important for redistribution, but it will only become a significant deflator of inequality when 

it is institutionalised more deeply in African polities. 

 

 

4. Conclusions 

 

There is considerable pessimism in the literature considering the depth and durability of welfare 

regimes in SSA.  For Cerami (2013) and Cerami & Wague (2013), for instance, the arrival of the 

institutionalised redistributive and universalistic welfare regime in the region is blocked by the 

prevalence of permanent emergency welfare regimes. In these, social protection is ad hoc and 

largely exclusive of the majority, while social assistance is mainly offered as a response to local and 

foreign induced emergencies. These negative conclusions echo those of authors who agree that the 

inclusive welfare state has little scope in SSA, and that the region is beset by “insecurity regimes” 

and/or “informal security regimes” (Gough 2013). In the first, even the most basic coping 

mechanisms of households are undermined by locally induced, and often foreign-supported, 

political mismanagement, extreme forms of extractive capitalism, instability and social decay 

(Bevan, 2004). In informal security regimes, kin networks and local voluntary contribution 

mechanisms play a large role. While these provide some form a short-term shared social security in 

adverse conditions, they contribute to the maintenance of underlying patron-client relationships and 

increase the asymmetrical dependency and power relationships those imply.  Seen from this 

perspective, the recent enthusiastic embrace of social transfers as a redistributive tool is 
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predominantly an emergency response initiated by embattled political leaders to be seen to be doing 

something about persistent poverty and inequality in the region. The fact that this initiative had (or 

is having) redistributive results is less a function of design than fortune. 

 

The analysis in this paper suggests these sceptical assessments should be challenged as 

generalisations, but that we do not yet have enough reasons to reject them totally. Indeed, the 

overwhelming majority of states in the region have made progress in terms of fiscal redistribution, 

and a sub-group of these states even managed to equal the pro-poor performance of other 

developing and transition states with much longer traditions of social insurance and social 

assistance. There are indicators that the deepening of democracy in the region is providing some 

urgency and durability to the demand for fiscal redistribution. However, the depth and efficacy of 

these popular demands are being undermined by the relative shallowness of democratisation in SSA. 

There are also fiscal limits to what most states in the region can achieve.  These limits can also be 

seen as opportunities for local and international donors, though. 

 

At the same time, we have to concede that fiscal interventions – how well funded and how well 

instituted they might be – will continue to face an uphill redistributive battle as long as the 

structural determinants of high levels of market income inequality in the region are not addressed. 

While market income inequality on average declined between 1995 and 2005 (Figure 1), largely 

because of income windfalls generated by resource-intensive trade opportunities, Figure 1 also 

shows that the decline seems to have halted during the second half of that decade and have 

marginally increased. It might turn out that the late 1990s and early 2000s was another brief ‘golden 

era’ in SSA’s development, similar to the short-lived golden era of the 1960s. It is unlikely that 

market income inequality will decline further, even if industrial development and service provision 

take off to cater for the demographic windfall that awaits the region. Both industrial development 
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and growth in the service sector tend to increase market income inequality, given the high premium 

attached to skills in these sectors. Ironically, a sustainably rising Africa will be accompanied by 

rising market income inequality. This increases the importance of fiscal redistribution as part of an 

overall package of inclusive citizenship.  

 

Progressive redistribution is not a goal in itself, but is ideally aimed at the cumulative realisation of 

inclusive social citizenship for an increasing number of inhabitants of a polity (Leisering and 

Barrientos 2013.) To secure inclusivity, policies must address the structural and dynamic factors 

that shape access to resources and opportunities in the first place, and must use fiscal means to 

correct the market imperfections that determine gross income inequality. Both of these ‘musts’ are 

achieved only on the basis of recognition, that is, the substantive acceptance that all who qualify as 

citizens are entitled to equal rights and the appreciation that individuals/groups all have a distinctive 

contribution to make. Recognition triggers the opportunity and ability to participate in shaping the 

public rules that determine who gets what, when and how. I agree with Mkandawire (2011) that the 

social ideal of inclusive citizenship thus conceived is not irrelevant to, or harmful for, development 

as has been assumed for far too long. The evidence surveyed here suggests that social inclusivity 

remains an elusive goal for many in SSA, though, at least for the time being. 

 

* * * 
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Appendix A: Data and Sources 

 

Variable/ Measure Description Source 
Democracy Dummy variable with value = 1 if 

Freedom House codes a state as ‘free’ 
or ‘partially free’ and the state has a 
positive Polity2 regime score 

Acemoglu et al. (2015) 

Fiscal redistribution Absolute difference between Gini of 
market and Gini of net income 
inequality. Mean of 100 imputations 

 
SWIID (Solt 2009, 2014) 

Foreign Direct Investment Inward flow of foreign direct 
investment as percentage of GDP 

World Development Indicators 

GDP per capita growth  World Development Indicators 
(2015) 

Informal economy Estimations of size of informal 
economy, percentage of GDP 

Elgin and Oztunali (2012) 

Market income inequality Gini index (0-100) of gross (before 
tax and transfer) income inequality. 
Mean of 100 imputations 

 
SWIID (Solt 2009, 2014) 

Natural resource intensity of exports Calculated as the exports of goods 
and services multiplied by total 
natural resource rents, both as 
percentages of GDP.  

 
World Development Indicators 
(2015) 

Regime score Polity2 score (-10 to +10) Marshall (2014) 
Remittances per capita Value of all remittances received per 

capita 
World Development Indicators 
(2015) 

Revenue Total revenue raised by central 
government 

International Monetary Fund (2014) 

Social protection benefit poor Pro-poor benefit incidence is 
calculated as the ratio of the sum of 
all transfers received by the poorest 
quintile to the sum of all transfers 
received by the total population 

 
ASPIRE (2016) 

Social protection coverage poor Pro-poor coverage of social 
protection programmes is measured 
as the percentage of the poorest 
quintile participating as direct and 
indirect beneficiaries 

ASPIRE (2016) 

Trade Total of exports and imports as 
percentage of GDP 

World Development Indicators 
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 38 

 

 

Source: Standardized World Income Inequality Data (Solt 2009, 2014) 
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Table 1: Resource intensive export growth and market income inequality in SSA: 1990-2010 
 
 1 2 

Dependent Variable Market income inequality Market income 
inequality 

Lagged dependent variable  0.082 0.312 
 (0.289) (0.232) 
GDP per capita growth 2.007  
 (1.054)*  
Trade 0.076  
 (0.133)  
Foreign Direct Investment 0.026 -0.426 
 (0.324) (0.256)* 
Informal economy (simultaneous) -0.178 -0.499 
 (1.210) (0.392) 
Natural resource intensity of 
exports 

 -0.025 

  (0.010)** 
_cons 47.534 56.038 
 (47.444) (17.927)*** 
Number of instruments 13 12 
Sargan test of overidentifying 
restrictions 

0.776 0.698 

Observations 97 97 
Significance: * p<0.1; ** p<0.05; *** p<0.01 

GMM standard errors in parentheses  

See Appendix A for detail of variables and sources 
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Table 2: Cluster typology of fiscal redistribution and social protection in SSA, 2000-2010 

Cluster 
 

State 
 

Social 
Protection
Benefit of 
Poor 
 

Social 
Protection 
Coverage 
of Poor 
 

Fiscal 
redistri-
bution 

Market 
income 
inequality 

Revenue 
 

 
Regime 
score 

 
Minimalist 
 
 

Benin Burkino Faso 
Cameroon Comoros Rep 
of Congo DRC Cote 
d’Ivoire Kenya Liberia 
Mali Mozambique Niger 
Nigeria Rwanda Senegal 
Sierra Leone Tanzania 
Togo Uganda Zambia 
Zimbabwe 

-1.054 
 
 

-0.931 
 
 

-0.546 
 
 

46.48 
 
 

20.977 
 
 

 
 
 
 
 
2.071 

  
      

Pro-Poor 
 

Botswana Cape Verde 
Djibouti Gabon Ghana 
Lesotho Madagascar 
Malawi Mauritania 

Mauritius South Africa 
Swaziland 

 
 

0.600 
 
 

 
 

0.002 
 
 

 
 

-0.504 
 
 

 
 

49.32 
 
 

 
 

30.064 
 
 

4.121 

  
      

See Appendix A for detail of variables and sources 
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Table 3: Revenue, democracy and fiscal redistribution 

 1 2 
Dependent variable  Fiscal redistribution Fiscal redistribution 

Lagged dependent variable  0.325 0.323 
 (0.171)** (0.187)** 
Revenue 0.066 0.075 
 (0.062) (0.090) 
Market income inequality (Gini) 
(simultaneous) 

 
0.186 

 
0.193 

 (0.042)*** (0.043)*** 
Democracy  1.503 
  (0.985)* 
_cons -8.155 -10.000 
 (2.252)*** (2.857)*** 

Number of instruments 15 19 
Sargan test of overidentifying 
restrictions 

0.18 0.62 

Observations 83 83 
Significance: * p<0.15; ** p<0.1; *** p<0.05 

GMM standard errors in parentheses  

See Appendix A for description of variables and sources 
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Endnotes 

                                                
1 A custom missing-data multiple-imputation algorithm is used to standardize observations and to generate five-year 
moving averages of the Gini for 174 states. Each observation is submitted to 100 separate imputations. This dataset is 
preferred for cross-sectional analysis because of its coverage and higher degree of comparability compared to other 
alternatives. See Solt 2009 and 2014 for more detail. It is important to note that there is a high (0.8 plus) correlation 
between the SWIID data on SSA and other available datasets, and that the broad tendencies deduced from the SWIID 
data below are also reflected in these other datasets, such as the UNU-WIDER World Income Inequality Data (WIID), 
the All-the-Ginis dataset of Branko Milanovic, the inequality data reported in the World Bank Development Indicators, 
and the University of Texas Estimated Household Inequality (EHII) dataset. 
2 Note that the income share data generated by income surveys in the World Bank dataset record net income. Here, I 
assume that if we hold fiscal redistribution (as discussed below) constant, changes in market income inequality will 
vary together with changes in net income inequality. 
3 See Lambert, Nesbakken and Thoresen (2011) for a discussion of the empirical challenges we face in operationalizing 
income redistribution given the different ways in which pre-tax and -transfer market income distributions are conceived. 
They suggest a ‘transplant-and-compare’ approach that renders fiscal regimes into a common base by adjusting for 
differences in pre-fiscal income inequality, and which then facilitates measurement of the effect of tax-and-transfer 
policies using this benchmark. They apply this methodology to the study of 15 high-income OECD states for which the 
required micro-level data are available. We do not have such data for SSA, and the standardization provided by SWIID 
is the best that we can do for the time being. 
4 All of the states that registered a reduction in market income inequality also saw their Palma ratios decline (except 
Cape Verde and Mauritius for which we do not have income share data). That is, the income share of the bottom 40 per 
cent increased relative to that of the top 10 per cent (we do not have Palma data for Cape Verde and Mauritius). For 
SSA as a whole, the income share of the poorest 40 per cent on average increased by twenty per cent over the period 
covered by Figure 2, while that of the twenty per cent highest income earners declined by eight per cent. The middle 
class (deciles five to eight) saw their income share increase by six per cent on average. 
5 Calculated as the exports of goods and services multiplied by total natural resource rents, both as percentages of GDP. 
Own calculations. Based on World Development Indicators, 2015. According to the 2014 African Economic Outlook 
(AfDB 2014), fuels and mining products accounted for 69.5% of total African exports in 2012. 
6 While the Difference GMM estimator uses levels of the relevant variables to instrument for their differences the 
SGMM instruments levels with differences. As Nieheus (2010:11) explains, ‘the general idea is that in the presence of 
persistent processes past changes [differences] may be more predictive of current levels than past levels of current 
changes.’ SGMM uses both and also allows the inclusion of time-invariant variables in the level equation, hence 
catering for potential unobserved variable bias, and also corrects for mean-reverting dynamics or path dependence that 
often characterizes income inequality regressions (Acemoglu et al. 2015). 
7 A measure of the per capita income level in a society is often included as a control variable (see Kai and Hamori 2009, 
for instance), but to avoid serious multicollinearity issues between trade, foreign direct investment, and informal 
economy measures, thispractice is not followed here.  
8 Correlation of .32, significant at the 0.10 level. 


