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Outline 
•  Poverty dynamics  

•  Potential for poverty traps 
•  Characteristics of social mobility 

•  Calculate a livelihood-weighted asset index 
•  Quantitative analysis 

•  Dynamic asset poverty threshold-“Micawber threshold” 
•  Qualitative analysis 

•  Check on quantitative findings 
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Background 

•  Post-apartheid South Africa 
•  High economic inequality 
•  Extremely polarized society  
•  HDI of black South Africans = HDI of Zimbabwe 
•  HDI of white South Africans = HDI of Italy 

•  Question: Has socio-economic polarization 
created a system of poverty traps and social 
exclusion, prohibiting social mobility? 
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Poverty traps and social exclusion 

•  Carter and Barrett (2006): Poverty traps can form: 
•  Increasing returns to scale, fixed costs, or risk cause 

marginal returns to investment to increase with wealth 
•  Poor households have inadequate access to financial 

services 
•  Question: Is this all? 

•  Social Exclusion 
•  Economic – from opportunities to earn income 
•  Social – from decision making and social support 
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Data 

•  KwaZulu-Natal Income Dynamics Study (KIDS) 
•  Randomly sampled in 1993 
•  Interviewed again in 1998 

•  KwaZulu-Natal, 20% of  
 South Africa’s population 

•  Very low: 
•  Access to services 
•  Perceived well-being 
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Poverty transitions (1993-1998) 
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Long-term persistent poverty?  

•  While Carter and May (2001) displays: 
•  How well economy is working 
•  Short- to medium-term poverty persistence  

•  Does not tell us who is likely to remain poor 
•  Are some on an upward trajectory? 
•  Are some caught in a poverty trap? 

•  Does not tell us who is likely to remain non-poor 
•  Are some on a downward trajectory? 
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Poverty traps and asset dynamics 
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A livelihood-weighted asset index 

•  Regress livelihood of household “i” at time “t” on a 
bundle of assets held by household “i” at time “t” 

•  Household livelihood is measured by household 
consumption divided by the income poverty line 

•  The coefficients of the regression give the marginal 
contribution to livelihood of the “j” different assets 

•  We can now calculate an asset index 
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A livelihood-weighted asset index (cont.)  

•  We now have an asset index where assets are weighted 
by their marginal contribution (beta) to livelihood 

•  Four key assets were used to form the index, in this 
paper: 
1.  Human capital (education) 
2.  Natural capital (land, livestock) 
3.  Productive capital (machinery and equipment) 
4.  Unearned income (i.e. Old Age Pension) 
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Asset dynamics in South Africa 
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Predictions from quantitative analysis 

1.  A low-level poverty trap below the poverty line 
means many of the poor stay poor over time 

2.  The poor and near-poor households express 
very little upward mobility 

3.  The non-poor below the Micawber threshold 
express downward mobility 
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Qualitative analysis 
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Qualitative findings  

•  In-depth interview in 2001 – (stories about 
1993-1998 and 1998-2001) 
•  Group 1 (trapped in poverty) – 44% 
•  Group 2 (upwardly mobile) – 4% 
•  Group 3 (downwardly mobile) – 12% 
•  Group 4 (non-poor) – 38% 

•  Majority either: 
•  Poor and unable to move upward (group 1) 
•  Non-poor and relatively stable (group 4) 
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Group 1: Households trapped in structural 
poverty  
•  No formal work, or insufficient work 
•  Relies on informal or casual jobs 
•  Belong to burial societies, when fees are 

affordable 
•  Few social assets in general  

•  Households that fell further into poverty 
•  Lose the stable income they have 
•  Experienced shocks (fire, illness, accident, death, ect) 
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Group2: Upwardly mobile households 

•  Look like group 1 in 1993-1998 period, but 
improve thereafter 

•  Growth of small business 
•  Investment in productive assets 
•  Able to access capital funds  

•  Investment in human capital pays off 
•  Able to gain stable employment 

•  Social assets don’t play a large role 
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Group 3: Downwardly mobile households 

•  Experience stability in 1993-1998 period, but 
things fall apart thereafter 

•  Investments do not pay off 
•  Business failure 
•  Large shock 

•  Death of a wage earner, loss of retirement savings, 
bureaucratic error 

•  Social assets help, but don’t prevent downward 
trend 
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Group 4: Stable non-poor households 

•  Opposite of group 1 
•  More than 1 formal job 
•  Casual work in addition to formal work 
•  Operate multiple small businesses 
•  Able to weather shocks due to access to credit 
•  Social assets enable fortification and sustain 

stability in the long-run 
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Qualitative-quantitative comparison  
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Check on quantitative predictions 

1.  Of the 13 ‘trapped in poverty’ households in 
1998, 11 of those remained the same in 2001 

2.  Of the 18 ‘downwardly mobile’ households in 
1998, 10 are structurally poor in 2001 

3.  Of the 14 ‘non-poor and stable’ households in 
1998, 3 moved down and 11 remained the 
same in 2001 

•  The qualitative analysis confirms the 
predictions of the quantitative analysis 
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Social assets and social mobility 

•  Help find work 
•  Get by in times of need 
•  Cope with shocks 
•  But, do not provide pathways out of poverty 

•  The poor are not usually connected with the wealthy 

•  Poverty causes conflicts within social networks 
•  Further diminishing the poor’s social capital 
•  The benefits of social capital diminish in a highly 

polarized society 
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Conclusion 

•  The end of apartheid has not paved the road out 
of poverty for most of the poor in South Africa 

•  A dynamic asset poverty threshold (a “Micawber 
threshold”) exists 
•  At about two times the poverty line 
•  Those beginning below this line are expected to be 

trapped in poverty 
•  Those beginning above this line are expected to 

advance over time 
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Discussion question #1 

A lot has been said recently about the new SDGs, 
and in particular Goal #1: “To eradicate extreme 
poverty by 2030, defined as those who live below 
the poverty line.” 
 
Question: In light of this paper, what do you think 
about this goal? 
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Discussion question #2 

 
Question: In South Africa, do you think poverty 
traps are real or imagined?  
 
Does it matter? 
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Discussion question #3 

The data for this analysis was generated by 
random sampling in 1993, but note that the sample 
is no longer random in 1998. 
 
Question: Does this make any meaningful 
difference in the analysis or conclusions of the 
paper? 
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