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1.  Introduction
During the last two decades many countries in Southern Africa have introduced or extended social protection policies, be they safety nets of food- or cash-for-work schemes, poverty targeted transfers or categorical provisions such as social pensions. Some of these programmes are supported by donor agencies others are funded by governments based on revenue from natural resources or general taxation of trade and consumption. Only in a few cases does direct taxation on the population constitute a relatively large share of governments’ fiscal base for social (and other) spending.

Partly due to resource limitations and concerns of sustainability analysts focus on social protection for the poor and the challenges of committing the elite to a social contract for social protection. There are two clear gaps in most of the current social protection strategies and literature in the region. First, strategies of improving revenue generation only receive scant attention and the role of direct taxation as a revenue source and a key mechanism in a social contract between the state and its citizens is little understood. Second, while elite interests are important and the needs of the poor dire no attention is paid to the large group of citizens in the middle who currently are neither beneficiaries nor contributors to social protection.

The article starts with an overview of social protection spending and financing in the Southern African region. Based on this evidence, the main part of the article offers a political theoretical analysis, which centres on how to build a social contract for social protection expansion. Acknowledging that financing is a key constraint to the extension of social protection policies, the analysis focuses on different sources of revenue and discusses the potentials of taxation as a revenue source and the political mechanisms that it fosters. Broadening the tax base not only have the potential of expanding needed revenue for social spending, but can also include a larger part of the population in a social contract with the state. Tax payers demand return for their contributions, which could be social protection for the often economically insecure groups in the middle.

In short, a stable and substantial revenue source is needed to expand social protection. Domestic taxation is in this regard a key mechanism. The implications are that the focus of social protection must move beyond the poor.
2. Social protection programmes in Southern Africa: Spending and financing
This section gives a brief description of social protection programmes and the various sources of financing in Southern African countries. Supporting this account Table 1 offers an overview of general national wealth (GNI per capita), social protection expenditure, and the share of income (personal and corporate) taxes, indirect (mostly VAT) taxes, and rents of total revenue. Rents are considered to be revenue from natural resources, aid, and SACU (Southern African Customs Union).  Rents from SACU are essentially revenue from customs and exercise and therefore stems from trade and consumption by people (not only citizens) and companies in the union. However, as it is South Africa that collects the revenue and then distribute to the other member states in accordance with a specific formula, SACU funds to Botswana, Lesotho, Namibia and Swaziland are an indirect revenue source; some may even argue that these countries receive financial support from South Africa through this mechanism.
Table 1: Social protection expenditure and revenue sources in Southern Africa
	
	GNI per capita (PPP 2008 US$)
	Social protection expenditure*
	Income taxes, % total revenue
	Indirect taxes, % total revenue
	Rents**, % total revenue

	Aid dependent
	
	
	
	

	Malawi
	    911
	  5%
	24
	25
	35

	Zambia
	  1359
	  6%
	32
	22
	25

	SACU beneficiaries
	
	
	
	

	Lesotho
	  2021
	..
	15
	11
	62

	Swaziland
	  5132
	  6%
	19
	10
	68

	Namibia
	  6323
	  8%
	23
	16
	54

	Resource dependent
	
	
	
	

	Angola
	  4941
	..
	  6
	  5
	80

	Botswana
	13204
	  4%
	12
	12
	69

	Domestic resource base
	
	
	
	

	South Africa
	  9812
	15%
	58
	34
	..

	Mauritius
	13344
	20%
	16
	48
	  1


Sources: IMF country reports and statistical appendixes; UNDP Human Development Report 2010; South African Budget Review 2009; Zambia: Social Protection Expenditure and Performance Review and Social Budget, ILO 2008. Data for most recent year. Comparable data for Mozambique and Zimbabwe could not be obtained.
* Expenditure on social security and welfare as a percentage of total government expenditure
** Rents are revenue from natural resources, SACU and/or grants

In Table 1 the Southern African countries have been ordered in accordance to their main revenue sources. Malawi and Zambia are the poorest and the only ones largely reliant on donor funding. Both countries have very limited legislation as regards social protection and only a small fraction of the population is part of any formal social security schemes (SSA 2009). Various types of social transfer programmes aimed at the poor have been introduced in recent years by donors and/or governments.
In Zambia donors have supported five pilot schemes of social cash transfers targeted at the neediest. These pilot programmes are implemented by the Ministry of Community Development and Social Services, who is also responsible for other programmes such as the government-financed nationwide Public Welfare Assistance Scheme (PWAS). There is a stark contrast between these programmes, as the donor-initiated pilot programmes are generously funded with amble of technical support whereas the government-run means-tested social schemes are under-funded. In fact, despite only covering pilot projects the donors’ contributions to the social assistance budget is double that of the government (Devereux & White, 2010; ILO, 2008). 
Pro-poor food and cash transfer programmes in Malawi has also largely been externally driven and though deemed to have significant impact have remained outside the mainstream social protection discourse in the country and without firm partnership with the government. The government itself has, despite donor antipathy, implemented a Farm Input Subsidy Programme to improve food security for the poor and vulnerable which has been popular among the rural poor (Devereux & White, 2010; Chirwa & Dorward, 2010).

In Lesotho, Swaziland and Namibia domestic taxes (income and indirect) account for a relatively small share of total revenues, even proportionally less than in Zambia and Malawi. Unlike their poorer neighbours, the countries receive little in aid; instead they collect most of the government revenue from SACU. In Swaziland and Lesotho incomes from SACU account for more than 60 percent of total government revenue. The two Southern African kingdoms have limited social protection legislation, though both introduced a non-contributory, universal and government-funded old age pension in 2005. There is little to indicate that the pensions were introduced due to any form of popular pressure. Nevertheless, once introduced the small rights-based pensions have proved almost impossible to revoke (Pelham, 2007; Devereux & White, 2010; SSA, 2009).

Namibia had at independence in 1990 already some social protection in place which has subsequently been expanded. Thus, the old age and disability pensions have been extended, and the child maintenance grant has increased ten-fold since 2003. The pensions are not means-tested, and whereas the child grant is, it does not appear to be strongly enforced (Levine, 2010). From 2007-2009 a coalition of civil society organisations funded and implemented a pilot project on a Basic Income Grant (BIG) to all residents below the age of 60 in Otjivero-Omitara, a typical Namibian town. Though lauded as a great success in fighting poverty and fostering social development, the Namibian government has not been willing to adopt the programme and introduce BIG nationwide (IPS, 2011; Haarman et al., 2009). The Namibian government receives 37 percent of its revenue from SACU, whereas 17 percent is from natural resources. Revenue from income taxes is somewhat larger than in Swaziland and Lesotho, though the actual tax base is narrow – in a conservative calculation less than a quarter of the working age population pays taxes (Namibian, 2007; NPC, 2006).

Direct and indirect taxes also play a limited role in the resource-dependent countries of Angola and Botswana. In Angola about 80 percent of government revenues come from oil exploitation, whereas mineral wealth in Botswana accounts for about half of government revenue
 (with an additional 18 percent from SACU). While limited institutional capacity may reflect inability to enforce taxation in Angola, this is hardly the case in well-administered Botswana. Instead, about two thirds of the population are exempt from paying income taxes (Ulriksen, 2010: 166).

The extent of social protection in Angola is unclear, but it is assumed that the only recently peaceful country have limited social programmes and instead focus on building health and education services. Given Botswana’s national wealth, stability, democracy and good governance it may surprise that this country spends the smallest percentage of its government revenue on social protection in our group of countries in Southern Africa. Of course, a larger overall budget gives more actual monies to spend. Even so, most social cash transfers are means-tested and the universal non-contributory pension offers payments much smaller than Namibia, South Africa and Mauritius.
 Botswana has prioritised spending on social services but has focused little on ensuring social protection. Only well-paid and formally employed receive social security and the government offers through various programmes minimal relief for the poor and vulnerable (Ibid.; Nthomang, 2007). This is in stark contrast to the only other two countries in the region – South Africa and Mauritius – that are economically and developmentally on par with Botswana.

South Africa and Mauritius are exceptional in Southern Africa as both countries rely heavily on domestic taxes (incomes from individuals and companies as well as indirect taxes on goods and services). Though Mauritius traditionally relied heavily on progressive income taxes but generally including all income groups, the country has increasingly, and in line with international trends, shifted towards indirect taxes (Bräutigam, 2008; Ulriksen, 2010).  In South Africa, on the other hand, income taxes from individuals and companies still take up the largest share. Revenues from mining are included in the corporate taxes of which the minerals account for about 13 percent. Personal income taxes amounts to 29 percent of total revenue. However, like Namibia, the tax base is narrow with about 5 and a half million taxpayers out of a population of 49 million (SARS, 2009).

Mauritius and South Africa are also remarkable for the region in their priority of social protection. Mauritius has a long tradition of social welfare which combines social security schemes with social cash transfers covering across income groups. For instance, all pensioners receive a generous pension which may be complemented by contributory pension. In addition, Mauritius as the only country in the region caters for the working age with an unemployment benefit (Ulriksen, forthcoming; Bunwaree, 2007). South Africa equally has a long tradition of social protection – albeit under apartheid the right to benefits depended on race. Since the mid-1990s the South African government has dramatically extended social protection schemes. There are different types of grants with the child grant, old age pension and disability grants being the most widely used. Though grants are means-tested, the threshold is relatively high such that the number of grants beneficiaries is close to 14 and a half million (SASSA 2010).

Summing up, there are vast differences in social protection spending and financing in the Southern African region – partly reflected by differences in economic and social development. Yet there are two general trends: First, social protection has a pro-poor focus. Transfers are generally aimed at the poorest and vulnerable. There is some discrepancy between donors preferring targeted cash transfers and governments introducing categorical transfers such as the old age pension. Social security schemes are only for the well-to-do in formal employment, while little attention is awarded the working age population as regards social protection. Mauritius is the exception while South Africa is partly so as the means-tested benefits reach a relatively large part of the poor majority. Second, the sources of social protection (and other public) financing are largely ‘external’ coming from natural resources, aid and/or SACU. The populations in most countries contribute only in small part through income and indirect taxes. The exception again is Mauritius where direct and indirect taxes are considerable for all income groups (despite lowering of income tax rates). In South Africa domestic revenue equally plays a substantial role, though most of the revenue from income taxes is drawn from a relatively narrow group.
3. Pro-poor social protection and narrow resource base: theoretical implications
The Southern African examples reflect a pro-poor focus on social protection and a trend of sparse domestic revenue generation, particularly from direct taxation. Hence, there appear to be an emerging consensus that “social protection provides an effective response to poverty and vulnerability in developing countries” (Barrientos & Hulme, 2008a: 3). Social protection programmes in Africa “increasingly aim to institutionalise systems that guarantee assistance for the very poor and protect the vulnerable against livelihood risks” (Devereux & White, 2010: abstract). Arguably, in order to alleviate poverty and promote development in the Global South, a radical but workable solution would be to “just give money to the poor” (Hanlon et al., 2010).

On the financing side, the limited reliance on income taxation in most of our cases follows a general trend on the African continent. Overall, tax revenues have increased though it is mostly induced by taxes on the extraction of natural resources. Non-resource revenues have remained stagnant with reduction in trade tax revenue largely offset by increased revenue from indirect taxes, most prominently from VAT. There has been a slight increase of revenue from income taxes in the SADC region, but its share is only about 7% of GDP (compared to more than 14% in developed countries) (Keen & Mansour 2010; OECD 2010; Gupta & Tareq 2008; Barrientos, 2008).


These two trends are often seen as unconnected; the question of social protection expenditure is considered separate from the challenges of domestic revenue generation; and if the issue of financing is taken into account, the concern usually is how best to allocate a given amount of resources (Hujo & McClanahan, 2009). However, if social protection is “considered to be more than a residual category that merely compensates for market failures [...] the financing side has to be treated as an integral part of the problem, and by extension, the solution” (Ibid.: 4). There is a need for much more research that links financing, particularly taxation, and expenditure (DiJohn, 2010).
Connecting the spending and financing sides allow us to recognize that the source of revenue is interrelated to the type of expenditure; support for and choice of social protection policies is determined both by who benefits from such policies and by who pays. In essence, policy making – whether fiscal or social – is not merely a technocratic exercise but an outcome of a political bargaining process where different social and economic groups will seek to promote their policy preferences.
3.1 Financing social protection
Raising domestic revenue is critical to create additional fiscal space to support spending. In addition, the actual source of revenue is likely to affect the spending priorities. We saw for instance in the aid dependent countries of Zambia and Malawi that the donors’ choice of social protection schemes did not necessarily coincide with the priorities of the government. Furthermore, there are challenges of how to extend well-resourced and petted pilot projects to the national level (Devereux & White, 2010). Aid may make important contributions to the budgets of low-income countries, but aid also comes with critical drawbacks. For instance, social protection interventions are most effective in the medium to the long term, which contradicts with the short term horizon of donors (Barrientos, 2008). Aid is also volatile and unpredictable and disturbs the relationship between the state and its citizens as the government must be accountable to donor agencies rather than the general population (Sindzingre, 2009: 123-24).

Revenue from natural resources appears a convenient opportunity to minimise donor influence. Governments raising revenue from natural resources benefit from a more stable revenue source and are free to make their own spending priorities. However, natural resource rents often lead to substantial resources being spent on power preserving activities by the political elite and general misallocation of resources (McGuirk, 2010). More importantly, like with donor funds, the government gain revenue independently of the citizens, which render citizens “unable to extent leverage on the government for public service provision and responsible management” (Moss, 2011: 5). There is in fact some indication that the presence of high natural resource rents causes political leaders to lower the tax burden on citizens, which in turn reduces citizens’ demands for democratic accountability (McGuirk, 2010; Bornhorst et al., 2009).

Contrary to aid and resource rents it has increasingly been noted that taxation improves democratic representation and state accountability as taxes on the population increase their incentives for public participation and raise their demands for prudent spending (Ross, 2004; Bräutigam et al., 2008; Gupta & Tareq, 2008). Put together with the recognition that adequate tax policies can improve public revenue, it is surprising that taxation has received conspicuously little attention in the international community (Lesage et al., 2010).

The literature on taxation and state-building follows an exchanged-based theoretical logic, where the state and citizens establish a contract through which representation and accountability are granted in return of taxation (Bräutigam et al., 2008; Timmons, 2005). A few scholars link taxation directly to government spending. Ross points out “that citizens ultimately care about the ‘prize’ they pay for the government services they receive” (2004: 234). Bates and Lien (1985) emphasise how a revenue-seeking government will find it to their advantage to strike bargains with the citizens they want to tax such that the state defers to citizens’ policy preference in order to induce a greater willingness to pay tax. In fact, it can be assumed, that citizens want benefits and services from the state, but that “they would rather someone else pay” (Lieberman, 2002: 93). The challenge then is to persuade the citizens “to see beyond narrow interests, and to contribute to the collective welfare through tax” (Ibid.: 93).

Consequently, states will tend to provide more benefits and services to the groups of taxpayers who provide more revenue. In a quantitative study of about ninety countries, Timmons finds that if the state raises most of its revenue from the wealthy, the state is more likely to provide goods they desire (which, he argues, is mainly to protect property rights), whereas the state will be inclined to provide basic public services and improve social welfare if the main bulk of revenues are received from lower-income groups, as that is what this group desires (Timmons, 2005). In a similar vein and assuming that lower income groups prefer generous welfare spending, the more generous and tax-intensive welfare states in the West have a high reliance on taxes from labour income (Cusack & Beramendi, 2006).

The question is not so much whether the tax system is progressive or regressive, but more the total amount of revenue raised and from which social groups. For instance, steeply progressive and narrow taxation may cause government to target spending at the main contributors, i.e. high income groups. Conversely, a tax burden borne by all income groups can generate substantial revenues (potentially more so than from a narrow tax base) which in turn can be spend on generous and broad-based social protection policies (Steinmo, 1993). Alternatively, as is common in many African countries, a state could have a regressive system in which neither upper- nor lower income groups are taxed intensely and, in which case, we can expect low levels of public spending (Timmons, 2005).


In addition to sufficient revenue generation for social protection expansion, it is necessary to pay attention to the financing mix (Barrientos, 2008). If a state is able to diversify its tax base it widens its engagement with different sectors in society rather than being reliant on a narrow interest group (DiJohn, 2010). Furthermore, different types of taxes call for different types of bargaining logic. If a tax is easy to evade, the state will need to give a higher return to ensure compliance (Bates & Lien, 1985). If a tax is invisible (such as for instance consumption tax), the citizens are less likely to be fully aware of their actual contributions and hence less demanding. If, on the other hand, a tax is visible (such as income, profit and property tax), the citizens taxed are likely to demand substantial returns. Direct and visible taxation may require greater capacity to enforce, but such taxes also reflect greater levels of state-society relation and cooperation (Lieberman, 2002). In fact, taxation becomes a key mechanism in building a relationship based on reciprocity.
3.2 Social contract and the importance of the middle strata
In an effort to ensure continued and even expanding social protection spending, it is critical to establish a growing and stable revenue base. Taxation is usually deemed superior to other revenue sources in terms of stability, and taxation enhances ownership and state accountability (Hujo & McClanahan, 2009: 7-8). Moreover, besides substantial public revenues, popular support for social protection schemes is necessary in the long run. In particular, as taxation is the outcome of a bargaining process, the main group of taxpayers need to feel that increasing social protection expenditures are worthwhile.

It has been suggested that the extension of social protection ultimately requires the development of a political sustainable social contract (Barrientos & Hulme, 2008b; Hickey, 2008; Graham, 2002). Or at least, that there must be an explicit and sustained political will to expand social protection (Leisering, 2009). Conversely, in the absence of a social contract, social protection policies are likely to be initiated for reasons of political risk assessment, where transfers are considered as a patrimonial tool to remain in power (Hickey, 2008). 

The idea of a social contract between the citizens and the state has intuitive appeal. However, it remains unclear who is envisaged to be part of this social contract and what such a contract entail. Often, Cohen’s old statement still appears prominent: “the subtlety and complexity of social relationships [in Africa have] usually been downgraded [to] contraposing the terms ‘elite’ and ‘mass’ (1972: 241-42). Along these lines, the challenge then is to identify and support ‘politically progressive constituencies’ or ‘drivers of change’ within the elite that can mobilize (the masses?) and secure a contract for social protection (Hickey, 2008). There are likely to be progressive individuals in the politically and economically dominant elite groups. However, if elites perceive (rightly or wrongly) that they provide ‘hand-outs’ to the poorer masses, they will only continue to support social protection schemes for non-economic reasons such as feelings of solidarity and charity (De Neubourg, 2009: 72). 
As for the poor ‘masses’, who are the targeted beneficiaries of pro-poor social protection programmes, the question from a social contract perspective – where some reciprocity is expected – is how to raise their “status of passive beneficiar[ies] to that of [active] claimant[s]” (Hickey, 2008: 259). Many advocates of pro-poor social protection argue that some minimal income security is a right, and there is plenty of evidence to suggest that cash grants do not create laziness and dependency but rather gives the poor a stepping stone to engage in productive activities (Hanlon et al., 2010). Even so, there is a real risk that social protection beneficiaries – often the poorest and most vulnerable – are not political active claimants but merely (become) passive and loyal beneficiaries disengaged from the state (apart from receipt of the transfer). In the case of pro-poor social protection schemes and a limited role of popular taxation, the question is what the bargaining power of the poor beneficiaries is based on – other than the odd occasion to vote? And what is the role of near-poor who do not receive any benefits in promoting social protection?

Given the focus on the poor vs. the elite and the neglected consideration of the potential of taxation based revenue and its political mechanisms, the current pro-poor social protection approach overlooks two key aspects. First, that a social contract for social protection ought to include rights (benefits) but also obligations (taxation), and second, that there is a large group of citizens in between the poor social protection recipients and the well-to-do contributors to public spending. This ‘missing middle’ can play a key role in both expanding revenue and ensuring continued support for social protection expansion.

There is no agreed definition of who constitutes this group in the middle (Ravallion, 2010; Birdsall, 2010). While it is important for future research to identify this group, it is outside the scope of this article to suggest an appropriate definition. Instead, for the purpose of the theoretical discussion, I will use the term ‘middle strata’ as the “income and social group in the middle relative to some who are poorer and some who are richer” (Birdsall, 2007: 577); this may roughly constitute for our countries the people who are not poor enough to receive social protection and not rich enough to pay direct income taxation. Only when the middle strata are economically relevant and politically influential might they be said to constitute a middle class (Ibid.).

There appear to be little research as to the role of the middle strata in developing countries, including in Southern Africa. This may partly be because the middle class is often considered as a small, urban and well-to-do group. However, if the middle strata include the near-poor, this group is no longer an insignificant size. Also, if the middle strata become substantially economically independent and politically influential, their role in developmental efforts – including social protection expansion – is deemed essential.
Research suggests that the middle class is instrumental in promoting economic development through fostering entrepreneurship and economic growth. This group in the middle is likely to be politically active, demanding and more in favour of progressive changes than an elite which benefits from status quo; this way, middle class interests are critical to demands for economic reforms, institutional changes and good governance (Adelman & Morris, 1967; Easterly, 2001; Ravallion, 2010). A strong middle class can also promote universal and adequate funding of social policies which benefits middle class and lower income groups alike (Birdsall, 2010).

The relationship between middle class interests and social spending has received scant scholarly attention. Esping-Andersen (1990) demonstrated how the more generous and redistributive welfare states in the North were those where the middle- and low classes entered into coalitions that promoted generous welfare spending and high taxation. Theda Skocpol (1991) examined how in the US targeted anti-poverty efforts have generally been underfunded, demeaning and politically unsustainable, whereas broader based social security programmes have been well funded, politically very successful and advantageous across classes. Econometric analyses suggest that there is a higher political tendency to spend on social programmes, when there is a greater proximity and inter-mobility between the middle and the poorest income groups (Lindert, 1996; Kristov et al., 1992). And, if the middle class is likely to receive transfers, the political feedback process causes social transfers to be welfare-enhancing for the poor as the middle class will support increasing spending of programmes from which they also benefit (Gelbach & Pritchett, 2000).

These scholarly contributions follow a theoretical logic akin to the idea of a social contract which defines a relationship of reciprocity, where taxation is a key mechanism in prioritising spending – even if this term is seldom used. If the middle strata benefit from social protection programmes they are likely to accept substantial taxation. If, on the other hand, the middle strata do not benefit from social protection, they are unlikely to accept that their tax contributions are used for this specific purpose. By extension, if the poor receive benefits they will naturally support social protection spending. However, if they do not pay direct taxation their bargaining power is relatively weaker.

The extent to which the middle strata contribute to social protection can ensure substantial revenue for social protection spending. Moreover, in the long term, if the middle strata too benefit and receive some (needed) income security, their support for social protection and willingness to contribute hereto is likely stronger. In fact, if there is no split between the poor and near-poor (and others in the middle strata) public support for social protection is higher (Graham, 2002). Targeted social assistance is particularly vulnerable to public attitudes (Ibid.) as the poor become a separate category from the rest who are contributors to social spending and/or in need of income security too. The political bargaining then becomes an issue about efficiency and sustainability of spending and a question about who is deserving and non-deserving poor. Tax revenues are likely demanded to be directed for other purposes. It is for such reason that a pro-poor social protection focus may divide rather than unite the population towards social protection expansion.
3.3 Model for social protection expansion

Social protection policies may be funded through various mechanisms. Aid and natural resource are considerable revenue sources in several Southern African countries. However, high dependence of such funds makes the citizens only a partial agency in a relationship of reciprocity. Instead social protection policies will largely rely on (forever shifting) donor strategies and the goodwill of the political elite. Taxation is not only a more stable revenue source, it is also – especially if intensive and visible – a key tool in a social contract between citizens and the state. The state needs to ensure the support of its taxpayers, and if the main tax payers receive some social protection, they are likely to support (and even demand expansion of) such spending.
Figure 1: Social contract for social protection between the state and its citizens






Figure 1 illustrates a social contract between the state and its citizens which promotes social protection expansion. The key assumption is that popular support will be strongest if there are no perceived splits between the poor and the non-poor and if all benefit some and also contribute some. Essentially, the tax mix ensures that all pay some direct (visible) taxation, which can be progressive with higher income groups paying a larger share. In turn, the citizens demand and receive from the state social protection in different forms (for example a combination of universal cash transfers and social insurance schemes). The triangles of benefits and insurance in the figure do not imply that the poorest get less in benefit, it merely aims to illustrate the spread of social protection. It is plausible that groups in the middle strata receive protection both through universal benefits and in addition a social insurance scheme which the poor may be unable to sign up to. However, given the higher tax burden on all and hence larger revenues for social spending, the poor are likely to also benefit from more generous social protection, which in addition do not have any stigma attached to it.

If strategies for social protection expansion are considered as part of a political bargaining process including both a need to prioritise spending as well as ensure revenue, it is necessary to focus not only on the poor and the elite but also the large middle strata. The inclusion of the middle strata may in the end more effectively tackle poverty alleviation and in addition address more entrenched challenges of economic inequalities and social divisions in Southern Africa.
4. Conclusion: Theoretical ideals in a Southern African context
Is the theoretical model discussed in the previous section applicable to the Southern African context? Certainly, most countries – maybe partly with the exception of Mauritius – seem far away from such an ideal. But then the purpose of the theoretical model is not to set up a blue print for (utopian) strategies that countries should follow. Rather, the model enables us to demonstrate clearly the reality of social protection spending and financing and its potential implications in the region. The model also points to important gaps in our knowledge of social protection expansion both empirically and theoretically.
Figure 2 illustrates the (lack of a) social contract for social protection in Southern Africa. Obviously, there are differences between countries and it should also be acknowledged that indirect taxation (most notable VAT) are born by citizens in most cases; however, this type of taxation is invisible and a natural part of the tax mix around the world. The general picture is one where only a small minority of the well-off pay some (substantial) direct taxation and may be part of some social insurance scheme via their formal, well-paid employment. The poorest and vulnerable receive some social protection. The largest group is probably in the middle – these are people with little direct relationship to the state. They do not pay any direct taxation – often they are in informal or have no employment; and since they are working age and not destitute, they receive no social protection. If social protection expansion is the goal, the real challenge appears to be: how do we include the ‘missing middle’ in a social contract that includes both rights and obligations?
Figure 2: (Lack of) social contract for social protection in Southern Africa






The challenges related to extending both taxation and social protection spending in Southern African countries are substantial. Rural subsistence economies and large informal sectors are difficult to tax and the formal tax base is typically shallow. In addition, many countries in the region – but not all – have limited administrative capacity (Barrientos, 2008). On the other hand, whilst lack of resources is often used to justify pro-poor targeting of social protection programmes, there appear to be little thought about how to extend the tax base to improve the revenue base, and how taxation in addition could improve state-citizens relationships and be an avenue for social protection expansion. Especially, the potential role of the group in the middle seems to be neglected altogether.

There are considerable gaps in our knowledge regarding social contracts that include the poor, the elite, and the middle. For instance, who is the missing middle? What do they think about social protection; especially if they do not receive any? How would their inclusion as beneficiaries and tax payers impact on poverty as well as social and economic inequalities? What are the theoretical implications if members of the missing middle are part of households where the old and/or children do receive benefits as would be the case in South Africa? It is questions like these that need to be investigated if we are to fully grasp how social protection can be expanded in sustainable ways.
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� Mineral wealth accounts for less in the recent budget, which is partly due to fall in actual mineral revenues (Bank of Botswana, Financial Statistics 2011).


� Even allowing for some uncertainty in calculations due to exchange rates and yearly changes to pension rates, Botswana’s pension rate is closer to that of Lesotho and Swaziland. Monthly pensions in US$ are as follows: Botswana: 25; Lesotho: 28; Namibia: 42; Mauritius: 90; South Africa: 141 (up to); Swaziland: 14 (authors calculations). 
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