COVID-19 Pandemic –
Sector Impact Report

Foreword
On the 23rd April 2020 the South African President

closing divisions, mothballing projects, going into

Cyril Ramaphosa announced new lockdown rules

business rescue and or starting new operations

which would see the economy be opened in a

in a changing economic marketplace.

“gradual and risk adjusted” manner guided by ﬁve
alert levels – with the ﬁrst period of lockdown being

Minister of Trade and Industry, Ebrahim Patel,

characterised as lock down level ﬁve, and level four

estimated that the Level 4 lockdown will see as

to commence on 01 May 2020. The economic

many as 1.5 million South Africans return to work.

impact of the level ﬁve lockdown is expected to

This next phase of lockdown aims to safeguard

come in stages where, in the ﬁrst adjustment

both the lives and livelihoods of South Africans

stage, businesses try to explore ways to respond and

by continuing to ﬁght the spread of COVID-19,

survive which would be characterised by reduced

while allowing some economic activity to resume.

working hours for employees, cost cutting and

However, the impact of COVID-19 on the economy,

negotiations and applications for relief (payment

both in South Africa and globally, will be severe

holidays, rent, salaries, supply chains and other

and there are likely to be sectors that are more

contractual obligations). The second adjustment

aﬀected than others.

wind will be characterised by businesses either

Stats SA recently published the Business Impact Survey of the COVID-19 Pandemic in
South Africa - a survey assessing the early impact of COVID-on 707 surveyed businesses.
The report found that:

85.4% of the businesses surveyed indicated that their turnover would come in below the normal range,

with 54% of businesses saying that they could survive between one and three months without any turnover and
31% reporting that they would only be able to survive for less than a month. As the lockdown continues, with some
businesses unable to operate, we can reasonably expect the number of businesses applying for government relief
schemes to increase in the coming weeks and months.

23.8% of businesses reported having access to ﬁnancial resources, while 52.6% indicated that their access
to ﬁnancial resources remains the same.

50.0% of the businesses expected their workforce to stay the same, while 36.8% expected their workforce
size to decease. Since the lockdown, 19.6% of the businesses reported that they have already laid oﬀ staﬀ while
28.3% reported have already implemented reduced working hours for their employees.

46.4% of the businesses surveyed faced temporary closure or paused trading activity. This would imply

that even a number of those businesses that were able to operate during lockdown were still adversely aﬀected in
the form of decreased turnover.
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We already see how the ﬁrst round impact came

Household consumption expenditure (HCE)

through in the results reported in the Stats SA

contibutes 60% to our GDP, and in this report, we

Survey. There are three primary channels through

will focus on the impact this will have on sectors

which we see the sectors being impacted:

across each alert level / stage of the lockdown.

1) lower demand and production

Given the large contribution of HCE to GDP, we
model the impact across the diﬀerent lockdown

2) lower investment and government
spending; and

alert levels. Table 1 below shows that that a
sustained stage ﬁve lockdown would result in as
much as 42% decline in GDP in 2020, given the level

3) lower import and export intensity

of economic activity at each lockdown alert level.

TABLE 1: HOUSEHOLD EXPENDITURE IMPACT ON GDP ACROSS LOCKDOWN ALERT LEVELS

STAGE 5

STAGE 4

STAGE 3

STAGE 2

STAGE 1

Economic Activity Level

30%

50%

70%

80%

90%

Household Consumption Expenditure
Lost at Stage Lockdown % GDP

42%

30%

18%

12%

6%

Source: del Rio-Chanona & Others (2020) and IQbusiness Analysis

Arndt et al (2020) in their recently published

closely with our modelled 42% GDP impact at a

National Treasury and SA-TIED paper, Impact of

sustained stage ﬁve lockdown. It is important to

COVID-19 on South African Economy, found that the

emphasise that approximately 76% of the labour

impact on labour would be disproportionately

force in South Africa is unskilled or semi-skilled. In

larger for the those with lower levels of education

our recent report COVID-19 Pandemic – A Labour

and skills. Under the scenario of a full lockdown,

Impact Analysis we characterised these lower

coupled with an investment shock and lower

skilled workers through a commuter analogy as

aggregate demand for exports, they simulate that

hitch hikers and train riders and like Arndt et al

the lowest two education categories would see a

(2020), also characterised them with the highest

40% reduction in hours worked, and this compares

risk of loss of income.

Hitch Hikers: Range of hitch hikers is between 11.06% and 29.08% of the labour force by occupation and education attainment. Interpreting this range
means that a) at a minimum we have 11.06% of the labour force as hitch hikers. b) at a maximum this number is 29.08%.
Train Riders: Range of train riders is between 19.98% and 39.16% of the labour force by occupation and education attainment.
Bus Riders: Range of bus stoppers is between 27.90% and 35.76% of the labour force by occupation and education attainment
Uber Riders: Range of Uber riders is between 14.48% and 21.88% of the labour force by occupation and education attainment
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Foreword
We model as our base case that the second quarter

300. In our view the risks to this scenario are low and

GDP contraction will be approximately 33.8% and

therefore do not expect it to materialize.

the full year GDP contraction will be 17.9%. In
addition, the job losses we estimate in our base

The best case scenario would see a GDP contraction

case are approximately 2 939 000 jobs in 2020.

of 10.8% and approximately 1 777 700 jobs lost,

There is however upside risk to our base case

which would be characterized by a moderately paced

given the surge in infection rates in the Western

V shaped recovery. In our view, this kind of recovery

Cape - the third largest provincial economy - and

is unlikely given the impact the lockdown has had on

rising hotspots in Gauteng, the largest provincial

operating sustainability of businesses. TransUnion,

economy in the country.

in their report The COVID-19 Pandemic’s Financial
Impact on South African Consumer, found that 14%

The worst case scenario is estimated at a GDP contraction

of respondents had reportedly lost their jobs, with

of 41,2%, which would be informed by a sustained

this trend expected to get worse as the full impact

alert level 5, and jobs losses approximated at 6 766

trickles into the economy.

FIGURE1 - EMPLOYED POPULATION BY MAIN INDUSTRY SECTOR AND OCCUPATION
Agriculture, Forestry and Fishing
Mining and quarrying
Manufacturing
Electricity, gas and water supply
Construction
Wholesale and Retail Trade
Transportation, storage and
communication
Financial intermediation, insurance,
real estate and business services
Community, social and personal
services
Private households
Total

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Elementary
occupation

Plant and machine operators
and assemblers

Skilled agricultural, forestry, ﬁshery,
craft and related trade workers

Service workers and shop and
market sales workers

Clerks

Technical and associate
professionals

Professionals

Legislators, senior oﬃcials and
managers

Source: StatsSA
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Figure 1 on page 4 details the skills proﬁle in each

who lose their jobs on the back of the COVID-19

sector, showing that more than 30% of the occupations

economic impact. This is because businesses are

in the economy are elementary occupations (hitch

more likely to explore ways to sweat their human

hikers as per our commuter analogy) and are most at

capital assets for more productive output per unit of

risk of being cut. This suggests that from a policy point

labour, cross utilise their more educated and qualiﬁed

of view, most of the labour and unemployment beneﬁt

workers, limiting the need for the reabsorption of

interventions should be targeted more speciﬁcally at

laid-oﬀ workers.

household services, agriculture, mining, trade and
construction. This lens sharpens our understanding

This report therefore aims to assist in the understanding

of which jobs can be classiﬁed as more vulnerable

of the sector economic and employment impact of

than others. A question Economics Professor Haroon

the lockdown, and model the likely impact as the

Bhorat asked was: “who is more vulnerable between

lockdown moves into lower alert levels; to assist

one unemployed individual living oﬀ a child grant,

policy makers, relief funders and all stakeholders in

and a domestic worker with no grant beneﬁt?”. And in

understanding the impact at various levels in the

a lockdown context it may appear that the domestic

economy. We build on the framework provided by

worker may be relatively more vulnerable given

Arndt et al (2020) and model it across each lock down

the restrictions to perform household tasks, and no

alert level. This enables us to have a more granular

other form of income, while the unemployed grant

lens through which to view the impact each stage of

beneﬁciary continues to receive social grant beneﬁts

the lockdown will have on economic and employment

even under lockdown conditions.

outcomes.

A secondary impact on labour outcomes may be
seen through an understanding of the level of
underemployment in the South African economy.
Underemployment broadly refers to the extent to
which employees are under-utilised in the roles they
occupy, based on one standard deviation of their
qualiﬁcations, skills and experience to the average
worker in that role. The level of underemployment,
which currently sits at 676 000 of the total labour
force as of the fourth quarter of 2019, may likely
result in more permanent unemployment for those

Siﬁso Skenjana
Chief Economist, IQbusiness
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Introduction - COVID-19 and its
Impact on the Economy
We compare the ﬁndings of the Stats SA Business Impact

sales. As such the losses expected at a stage ﬁve alert level

Survey of the COVID-19 Pandemic in South Africa and the

are expected between 30% and 60% for wholesale and retail

National Treasury and SA-TIED paper, Impact of COVID-19

trade, while accommodation and catering are expected to

on the South African Economy and draw parallels to our

experience losses of more than 60%. A similar story can be

own sector impact analysis.

seen in manufacturing where both the reports found that
roughly 60% of this sector was economically inactive at lock

Some of the notable sectors that in both models show

down alert level ﬁve. Combined, these three sectors

sharp deterioration on the back of the pandemic are

accounted for 38,5% of the labour force as of the fourth

construction, where in the Stats SA analysis, 74% of the

quarter of 2019. So at less than 50% operational activity,

companies had temporarily closed while Arndt et al (2020)

the ﬁrst round employment impact of roughly 50% hours

modelled a sector contraction of 60% or more. The Trade

worked, and as businesses digest the full eﬀect of the

sector was characterised by a tale of three stories where

economic decline, the second round impact on these sectors

food retailers were the only sector participants deemed

may be an additional 10% to 20% loss in employment. The

essential services at a stage ﬁve lockdown alert level, and

conservative labour impact on just these three sectors

again we see in both Figure 2 and Figure 3 that more than half

alone is an approximate 4 million jobs either to be

this sector was economically inactive, and even the portion

temporarily or permanently lost.

hat was active, was limited to food and non-alcoholic beverage

FIGURE 2: LOCKDOWN TRADING STATUS OF BUSINESSES (CUMULATIVE % SHOWN ON HORIZONTAL AXIS)
30%

Agriculture, Forestry and Fishing
Mining and quarrying

11%

Manufacturing

10%

30%

52%

26%

6%

2%

41%

1%
56%

Real estate and other business services

12%

52%

Community, social and personal services

17%

44%

Other

19%

41%

13%
Continuing to trade
partially

39%
Has permanently
ceased trading

Source: Stats SA Business impact survey of the COVID-19 pandemic in South Africa
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33%

74%

9%

Continuing to trade
at full capacity

6%

39%

Transport, storage and communication

Total

58%

26%

Construction
Trade

30%

37%

22%

Electricity, gas and water supply

10%

56%
2%
3%
6%
3%
4%

33%
34%
33%
37%
44%

Has temporarily closed
or paused trading

FIGURE 3: SECTOR LEVEL STAGE FIVE LOCKDOWN IMPACT
Stage 5 Sector Impact
Mild decline
(0 to -10%)

Moderate decline
(-10% to -30%)

Large decline
(-30% to -60%)

Severe decline
(Larger than -60%)

Agriculture, Forestry and Fishing

Mining and Quarrying
Mining and quarrying
Manufacturing
Food and non-alcoholic beverages

Alcoholic beverages and tobacco
Textiles, clothing, leather and footwear

Plastic, glass

Pharmaceuticals, hygiene and
cleaning

Tyres, rubber products

Petroleum

Paper, paper products

Wood, wood products

Basic chemicals, fertilizer, paint,
other

Non-metallic minerals and products
(cement, concrete, etc.)
Iron, steel, metal products
Machinery and equipment

Electricity, Gas and Water Supply
Electricity, gas, water
Construction
Pharmaceuticals, hygiene and
cleaning

Petroleum

Basic chemicals, fertilizer, paint,
other

Non-metallic minerals and products
(cement, concrete, etc.)

Wholesale, retail trade

Accommodation, catering

Trade

Transport, Storage and Communication
Communication

Transport and Storage
Financial Intermediation, Insurance, Real Estateand Business Services

Finance and insurance, computing
services

Real estate, legal and accounting,
other support services

Rentals, research, manufacturing
services, other business services

Financial Intermediation, Insurance, Real Estateand Business Services
Health services

Education Services

Recreation and other
community services

Source: Arndt et al (2020)
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Measurement
So, what happens to these sectors as we move into lock

GDP at a sustained level ﬁve is in line with the 42% we

down alert level four, three, two and one? We used both the

found in table when looking at the impact through a lens of

alert level guidelines as well as the Arndt et al (2020) frame-

lower household expenditure – which is the largest GDP

work to model the potential economic impact across the

component.

various lockdown alert stages.
In the rest of the report we explore these implications at a
Figure 4 below shows the expected impact on GDP at each

sub-sector level for each sector, again with the aim of

lockdown alert level. This also allows policy makers to

guiding policy thinking around each of the alert levels given the

ensure that they have a comprehensive view of the potential

kind of impact that we are likely to see both for contribution

sector impacts at each level. Our sector level GDP impact at

to GDP and on employment outcomes.

each alert level ﬁnd that modeling of a 41.2% impact on

FIGURE 4: ECONOMIC IMPACT ACROSS LOCKDOWN ALERT LEVELS
Q4 2019
GDP
Contribution

Q4 2019
Employment
Contribution

Agriculture, Forestry and Fisheries

1,0%

5,4%

Mining and quarrying

8,9%

2,6%

Manufacturing

13,0%

10,5%

Electricity, gas and water supply

3,2%

0,7%

Construction

3,6%

8,2%

Wholesale, retail and motor trade;
hotels and restaurants

16,6%

19,8%

Transport, storage and communication

9,8%

6,2%

Financial intermediation, insurance,
real estate and business services

19,9%

15,6%

Community, social and personal
services

24,0%

23,1%

LEVEL 5

Overall GDP Impact at each Alert Level

Mild Decline
(0% to - 10%)

41,2%

Moderate Decline
(-10% to -30%)

Source: Own calculations, IQbusiness Research
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LEVEL 4

36,3%

Large Decline
(-30% to -60%)

LEVEL 3

23,8%

LEVEL 2

17,1%

Severe Decline
(> -60%)

LEVEL 1

10,8%
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Sector Focus

Manufacturing

we modelled that a sustained lockdown between alert

The manufacturing sector experienced mixed outcomes

ranging on average between 50% and 57%. Sustained alert

following the enforcement of a stage ﬁve lockdown with some

level 3 would result in large sector decline of 30%. And a

sub-sectors like textiles, alcoholic beverages and tobacco

sustained lockdown at alert levels 1 and 2 would result in

facing complete shutdown. Food and non-alcoholic beverages

moderate declines in sector output ranging between 15%

and pharmaceutical qualiﬁed as essential services and were able

and 28%. The base case is that the sector will likely lose

to operate during the ﬁrst phase of the lockdown. In Figure 5,

approximately 563 000 jobs in 2020

levels 4 and 5 would result in large declines in output

FIGURE 5: MODELLED GDP AND LABOUR IMPACT AT EACH OF THE LOCKDOWN ALERT LEVELS – MANUFACTURING
LEVEL 5

LEVEL 4

LEVEL 3

LEVEL 2

LEVEL 1

Weighted Average GDP Leakage at each Alert Level

57%

50%

30%

28%

15%

Employment Leakage at each Alert Level (000s jobs)

981

861

521

489

263

Alcoholic Beverages and Tobacco
Basic Chemicals, Fertilizer, Paint, other
Food and Non-alcoholic Beverages
Iron, Steel, Metal Products
Machinery and Equipment
Non-metallic Minerals and Products (Cement, Concrete, etc.)
Paper, Paper Products
Petroleum
Pharmaceuticals, Hygiene and Cleaning
Plastic, Glass
Textiles, Clothing, Leather and Footwear
Tyres, Rubber Products
Wood, Wood Products

Source: Own calculations, IQbusiness Research

The manufacturing sector was certainly one of the sectors

contribution to the weighted average GDP leakage as a result

where large haircuts were expected on the back of the COVID-19

of the lockdown alert stages 5 and 4. President Cyril Ramaphosa

pandemic cuts. The National Association of Automobile

on 14 May 2020 announced that as the country moves into

Manufacturers of South Africa (NAAMSA) reported that new

lockdown alert level 3, automotive sales would be partially

vehicle sales had dropped by 98,4%, this, as manufacturing

open, bringing much needed relief to such a critical subsector

output came to a standstill, and retail activity for this class

in manufacturing.

of goods was prohibited. Automotive manufacturing currently
contributed roughly 4.4% to GDP, while accounting for 30%

- Of particular importance is the labour impact that we

of the country’s manufacturing output, resulting in a negative

could see at each level, suggesting that a sustained stage 5
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lockdown, level would see on average 981 000 jobs lost in

sales and a 97.3% drop in South African car exports.

the manufacturing sector, while on the lower end we could
be as much as 263 000 jobs lost in this sector. Other

In Figure 6, we model that a sustained lockdown between alert

estimates for job losses in this sector are 149 000 from

levels 3 and 5 would result in large declines in output ranging

Nedbank, while National Treasury estimates that more

on average between 33% and 56%. And a sustained lockdown

than 1 million jobs could be lost in this sector if the recovery

at alert levels 1 and 2 would result in moderate declines in

is a long and protracted one.

sector output ranging on average between 13% and 17%.

SARS Commissioner Edward Kieswetter conﬁrmed to

This sector is expected to have one of the most signiﬁcant

Parliament that the nation’s economy had lost R1.5 billion

declines in employment both because they tend to have a

in revenue due to the ban on the sale of alcohol and

proportion of labour attributable to temporary work, and

cigarettes. R664 million was under recovered in terms of

a large portion of their labour are in the lower education

beer sales, R300 million was under recovered in terms of

and skills bands – 29% in elementary occupations. We model

wine sales and just over R400 million was under recovered

that job losses in a sustained lockdown alert level 5 could be as

from sale of spirits and R300 million from cigarettes. The

high as 1 810 000 while on the lower range we can expect job

absolute reduction in sales (not counting those sales on the

losses as much as 428 000. The base case is that the sector

black market) will see industry sellers like taverns,shebeens

will likely lose approximately 959 000 jobs in 2020

and bottle stores suﬀering heavily from the lack of income.

Wholesale, Retail, and Motor Trade; Hotels
and Restaurants

As a result of the pandemic and national lockdown alert
level 5, most clothing retail stores remain closed, resulting
in approximately 976 195 employees staying at home,
some laid oﬀ, and some receiving a reduced salary. We saw

The Wholesale and Retail Trade sector is the second largest

the 90-year-old Edcon, one of the largest retailers in the

sector by employment share and the third largest by GDP

country, going into voluntary business rescue as the business

share. The sector pie is split 47% to wholesale trade, 28% retail,

suﬀered more than R2 billion losses in sales according to

17% motor retail and 8% hotels and restaurants (StatsSA, 2019).

their CEO Grant Pattison. The group reportedly employ 14 000

The month of April resulted in a 98.4% drop in domestic vehicle

permanent workers and 25 000 temporary workers.

FIGURE 6: MODELLED GDP AND LABOUR IMPACT AT EACH OF THE LOCKDOWN ALERT LEVELS – TRADE
LEVEL 5

LEVEL 4

LEVEL 3

LEVEL 2

LEVEL 1

Wholesale trade
Retail trade
Motor trade
Hotels and restaurants
Weighted Average GDP Leakage at each Alert Level

56%

45%

33%

17%

13%

Employment Leakage at each Alert Level (000s jobs)

1810

1466

1061

560

428

Source: Own calculations, IQbusiness Research
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Sector Focus

The curtain is ﬁnally getting lifted on eCommerce as President

to 4.2% of jobs in the South African economy, while

Ramaphosa, in his 14 May National Address, detailed that

indirectly contributing 9.1% in 2019, according to the World

government was reviewing the extent of eCommerce

Travel and Tourism Council. Leisure spending accounted

participation at this level which would see more retailers

for 64% of all tourism expenditure, while business accounted

sell their merchandise through online platforms. Some

for the remaining 36%. In addition, 55% was domestic

criticism had already been levelled towards government on

spending and 45% foreign spending.

the restrictions on winter clothes as well as eCommerce
restrictions that many argued would pose no additional

No businesses have been spared the brutal impact of

health risk, while such a restriction threatened to cripple an

COVID-19 pandemic - large and small. With airplanes being

already ailing sector.

grounded, the country saw the 70 year proﬁt making
Comair apply for business rescue after incurring losses of

Tourism on the other hand will certainly be one of the most

R564 million in the ﬁrst half of 2020, with no expectation of

impacted subsectors on the back of this pandemic. Globally,

hitting the skies at least until October - according to their

tourism accounted for 10% of all jobs, and for 25% of all

trading statement. They have reportedly started their

new jobs in the last 10 years. Tourism is directly attributable

retrenchment process too.

FIGURE 7: MODELLED GDP AND LABOUR IMPACT AT EACH OF THE LOCKDOWN ALERT LEVELS – FINANCIAL
SERVICES
LEVEL 5

LEVEL 4

LEVEL 3

LEVEL 2

LEVEL 1

Weighted Average GDP Leakage at each Alert Level

30%

30%

28%

14%

13%

Employment Leakage at each Alert Level (000s jobs)

763

763

713

367

336

Finance, Insurance and Computing Services
Legal and Accounting
Real Estate
Rentals, Research, Manufacturing Services and Other

Source: Own calculations, IQbusiness Research

Financial Services
The economic shock that came with the Coronavirus outbreak
was unprecedented. oOrganisations and civilians alike are
dependent on the use of banking services, such as, short
term and long-term loans to sustain their businesses. The
sector’s employment share in the fourth quarter of 2019 was
15.6%, making it the sector with the third largest workforce.
In Figure 7, we model that a sustained lockdown between
alert levels 3 and 5 would result in moderate declines in
output ranging on average between 28% and 30%. And a
sustained lockdown at alert levels 1 and 2 would result in more
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moderate declines in sector output ranging on average
between 13% and 14%.
As a large employer, this means that even lower relative decline
in the sector can have high absolute losses in employment.
In addition the pressure from rentals, manufacturing services
and other engineering and built environment services
mean that the overall impact on this sector is higher than it
would have been when looking at ﬁnancial intermediaries
only who have been operational (albeit not at 100%) since
the lockdown and remain classiﬁed as essential services. We
model that at a sustained alert level 5, the sector could see
as many as 763 000 jobs lost, while on the lower end they

might see 336 000 jobs lost. In context, a loss of 336 000 jobs
would equate to 13.1% job losses and given the earnings
pressure that this sector is expected to experience, the number

while mortgage advances were up by 6.7% year-on-year.

Transport

looks largely in line with expectations. The base case is that
the sector will likely lose approximately 588 370 jobs.

There is still a relatively large reliance on road for transport
purposes in the South Africa economy. More than 80% of

The unprecedented extent and nature of Covid-19 will lead to

freight is transported on by road while land transport and

most households and businesses being negatively aﬀected.

transport via pipelines makes up 45% to the GDP of trans-

Data released by FNB in 2019 found that 43% of middle-in-

port, storage and communication. On the household front,

come (gross income R7 000 – R60 000) South Africans relied on

the latest General Household Survey estimates that

debt to make it from month to month. Their report found that

approximately 68% of households use mini-bus taxis,

half of the middle-income earners in the country depleted

accumulating more than 54 million minibus/taxi rides per

their month’s earning in less than ﬁve days after receiving it.

month, of which 22.4 million happen in Gauteng. The same

Banks are already adjusting their credit risk modelling to take

report found that there were roughly 11 million bus

into account the impact of the pandemic on the economic

passenger rides per month. With limited passenger move-

health of individuals households and businesses. In addition to

ment during lockdown alert level 5 and alert level 4, and

provisioning for higher losses, banks have provided various

much of the economic activity ground to a halt, the eﬀect

relief schemes for individuals and businesses to cushion the

on this sector will be material.

blow of the pandemic on household and enterprise earnings.
In addition, they have in partnership with National Treasury

In Figure 8, we model that a sustained lockdown between

launched the R200 billion credit guarantee scheme which will

alert levels 4 and 5 would result in large declines in output

provide access to relief funding for struggling businesses.

at an average of 45% across both alert levels; sustained
lockdown at alert levels 2 and 3 would result in moderate

A report from Quantec also found that credit demand in the

declines in sector output ranging on average between 20%

country bucked the trend in January and increased 7.9%

and 17%, while a sustained alert level 1 would see an sector

year-on-year as distressed lending started coming into the

decline of 5%. For any policy maker it is clear that lock down

ﬁnancial marketplace. Credit demand had initially declined

alert level 4 and 5 have a disproportionately severe impact

from 7.5% year-on-year in the second quarter of 2019 to 4.9%

on this particular sector with potential job losses estimated

year-on-year in January this year. Leasing ﬁnance remained the

at 455 000 at sustained alert level 4 and 5, and at an

worst performing credit category, declining by 8.9% year-on-year.

approximate 51 000 at level 1. The base case is that the

Credit cards showed stronger growth of 8.6% year-on-year,

sector will likely lose approximately 267 000 jobs.

FIGURE 8: MODELLED GDP AND LABOUR IMPACT AT EACH OF THE LOCKDOWN ALERT LEVELS – TRANSPORT,
STORAGE AND COMMUNICATIONS
LEVEL 5

LEVEL 4

LEVEL 3

LEVEL 2

LEVEL 1

Weighted Average GDP Leakage at each Alert Level

45%

45%

20%

17%

5%

Employment Leakage at each Alert Level (000s jobs)

455

455

202

173

51

Transport and storage
Post and Telecommunication Services

Source: Own calculations, IQbusiness Research

13

Sector Focus

The Road Freight Association (RFA) in April 2020 saw that

Air passenger and freight activity came under an equal

distribution volumes were already tracking 30% below the

amount of pressure over the last few months. As of 15 May

volumes reported in April 2019, and that even the essential

2020, the seven top airlines by revenue in the US had lost

goods like fuel and LP gas also reported drops in load of

market capitalisation of 62% since January due to the

approximately 30%. Unitrans reported that their supply chain

COVID-19 pandemic impact on travel, and subsequently

solutions ﬂeet had travelled 20% less kilometers that the

revenues. In South Africa, our top airlines were not spared

previous year. However, what was unsurprising was the rise in

either with both South African Airway and Comair now

demand for warehousing given the higher level of inventories

under business rescue.

ﬁrms would need to hold as well as the rise in eCommerce
than would also drive higher demand in warehousing space.

FIGURE 9: MODELLED GDP AND LABOUR IMPACT AT EACH OF THE LOCKDOWN ALERT LEVELS – MINING AND
QUARRYING
LEVEL 5

LEVEL 4

LEVEL 3

LEVEL 2

LEVEL 1

Weighted Average GDP Leakage at each Alert Level

36%

28%

15%

11%

5%

Employment Leakage at each Alert Level (000s jobs)

165

126

67

52

23

Gold
Platinum Group of Metals (PGMs)
Iron Ore
Manganese
Coal
Other

Source: Own calculations, IQbusiness Research

Mining and Quarrying

would result in moderate declines in sector output ranging

The mining and quarrying sector continues to be a key

level 1 would see an sector decline of 5%.

on average between 28% and 11%, while a sustained alert

contributor to the South African economy, particularly from
an export point of view. According to the Minerals Council,

The impact on employment is expected to range between

approximately 67% of all mining output was exported in

165 000 jobs and 23 000 jobs depending on the lock down

2018, accounting for 26.7% of the country’s total export

alert levels that get sustained. Some of the challenges

earnings.

already facing this sector is that it attracts very large ﬁxed
costs and therefore partial reopening may not yield any

In Figure 9, we model that a sustained lockdown alert level

economic gains in many instances given the cost of running

5 would result in large declines in output at an average of

below the optimal level of production. The base case is that

36%, while sustained lockdown at alert levels 2, 3 and 4

the sector will likely lose approximately 68 800 jobs.
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In Table 2 below we see that the North West in the largest

and rhodium) are broadly used in cars to convert carbon

contributor by value added, followed by Limpopo, Mpumalanga

monoxide and hydrocarbons into less harmful carbon

and Northern Cape. Interestingly these provinces have generally

dioxide and water. They have become key commodities in a

had low infection growth rates and would therefore warrant

global economy that is increasingly putting emphasis on the

important consideration in terms of opening this sector for

reduction of carbon emissions. However, given both the supply

economic activity, subject to all health protocols being

side and demand impact for automotive manufacturing and

observed. In these provinces, a closure of just one mine has

trade, as well as lower demand for luxury goods like jewelry,

devasting implications for social development as well as

platinum and palladium would continue to face pressures

measures of economic progress. Decisions therefore on what

despite having the ability to partially operate.

parts of the economy to reopen would need to take this kind
of contextual view, at a provincial level, given the health

One of the commodities that we expect to experience less

exposure risks and the potential for complete economic

pressure is manganese. This mineral is broadly open cast

collapse.

mining (therefore allowed at level 5 and level 4), by design
means that the mining activities would require relatively

From the demand side, we can expect the pressure to

less ﬁxed capital that gold and platinum, giving them more

remain on the downside for the larger part of the mining

ﬂexibility to operate in a constrained economy. South Africa

sector in a COVID-19 impacted economy. When you look at

is the world’s leading producer of manganese and accounting

platinum for example, 41% of total demand of for autocatalysts

for 78% of proven manganese reserves globally.

and 27% for jewelry. Autocatalysts (using platinum, palladium

TABLE 2: MINING SECTOR CONTRIBUTION TO PROVINCIAL ECONOMIES (GDP VALUE ADDED)

Rm

2018

North West

33,0%

Limpopo

28,3%

Mpumalanga

23,6%

Northern Cape

22,0%

Free State

10,8%

Gauteng

2,4%

Kwa-Zulu Natal

1,6%

Western Cape

0,3%

Eastern Cape

0,2%

Source: Own calculations, IQbusiness Research
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Sector Focus

Agriculture, Forestry and Fisheries

material declines can have devasting labour outcomes. We

The most critical question that has been continuously explored

5, and 44 000 job losses on the lower end of the range. The

is the impact that the COVID-19 pandemic would have on food

base case is that the sector will likely lose approximately

security in South Africa. Images from some of the developed

44 250 jobs.

model potential 213 000 job losses at a sustained alert level

economies which felt the COVID-19 impact earlier were of
retail store runs that saw citizens stockpile both perishable and

Despite the sector broadly able to operate as an essential

non-perishable goods. Toilet paper stock piling is still an

service, there are pockets that came under a considerably

addressed phenomenon of the human mind.

higher amount of pressure given their reliance to sectors
(backward and forward linkages) that were broadly unable

Suﬃcient evidence surfaced that South Africa would remain

to operate at alert level 5 and 4. In horticulture, wine

food secure despite the impact of COVID-19 on production and

production, domestic sales and exports were limited at

supply chains. The sector remained classiﬁed as an essential

alert level 5, while forestry didn’t fully classify as essential

service and was both allowed to operate and to import and

and initial restrictions on ﬁshing activity as all pressure

export food products.

points for this sector.

In Figure 10, we model that a sustained lockdown alert level

As mentioned, the sector’s backward linkages to other

5 would result in moderate sector declines in output at an

sectors like manufacturing is considerable and would also

average of 24%, while sustained lockdown at alert levels 1,

result in lower output from the sector. The Department of

2, 3 and 4 would result in only mild declines in sector output

Agriculture, Land Reform and Rural Development (DALRRD)

ranging on average between 8.6% and 5%.

estimates that roughly 70% of agricultural output is used as
intermediate products, while also being a large consumer

Sector remains largely labour absorptive meaning that any

of manufactured goods like fertilisers, and chemicals.

FIGURE 10: MODELLED GDP AND LABOUR IMPACT AT EACH OF THE LOCKDOWN ALERT LEVELS – AGRICULTURE
LEVEL 5

LEVEL 4

LEVEL 3

LEVEL 2

LEVEL 1

Weighted Average GDP Leakage at each Alert Level

24,1%

8,6%

8,6%

5,0%

5,0%

Employment Leakage at each Alert Level (000s jobs)

213

76

76

44

44

Agriculture
Animal Products
Field Crops
Horticulture
Forestry
Fisheries

Source: Own calculations, IQbusiness Research
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FIGURE 11: MODELLED GDP AND LABOUR IMPACT AT EACH OF THE LOCKDOWN ALERT LEVELS – COMMUNITY
AND SOCIAL SERVICES
LEVEL 5

LEVEL 4

LEVEL 3

LEVEL 2

LEVEL 1

Health Services and Social Services
Education Services
Recreation and Other Community Services
Weighted Average GDP Leakage at each Alert Level

35%

35%

19%

19%

9%

Employment Leakage at each Alert Level (000s jobs)

1325

1325

738

738

345

Source: Own calculations, IQbusiness Research

Community and Social Services

alert levels 4 and 5 would result in a large decline in output

This sector accounts for the highest share of the labour force.

levels 1 and 2 would result in a moderate decline in sector

This sector is also one of the most contentious subjects of

output at an average of 19% and a sustained alert level 1

debate given the health and economic risks. While health and

would result in an average output loss of 9%.

at an average of 35%, and a sustained lockdown at alert

social services economically could operate as essential
services, they are also the sub-sectors at extremely high risk of

As mentioned, the sector is the largest employer and therefore

health exposure to the Coronavirus. In April 2020 we saw

unsurprisingly, the second largest labour loss impact can

Netcare St Augustine Hospital close because of the virus hitting

be expected from this sector. We model the range for

both staﬀ and patients. We later saw one Parklands Hospital

potential job losses from the worst to the best case to be 1

also in Kwa-Zulu Natal and Sandton / Morningside Mediclinic

325 000 jobs and 345 000 jobs respectively. The base case

also forced to close due to internal transmissions on staﬀ and

is that the sector will likely lose approximately 894 400

patients.

jobs.

The other subsectors were less able to operate at alert level

Recreation and other community services are expected to

4 and 5. In fact on 19 May 2020, Minister Angie Motshega

be the largest drivers in terms of output and employment

announced that schools would oﬃcially reopen on 1 of June

leakage. Health and Education from a human capital point

2020, starting with grade 7s and grade 12s. Schools who

of view have been the largest expenditure items for government

have capacity to follow the social distancing and health

over the last decade, and while going forward the economy

protocols and still operate at capacity would also be

will be ﬁscally constrained, we don’t expect to see the

allowed to operate with other grades, she said in the media

biggest budget cuts coming from this space.

brieﬁng. Many private education institutions have come under
considerable amount of ﬁnancial pressure due to learners

The government’s announcement of closure of all South

being forced to stay home.

African Universities and Technikons resulted in universities
asking students living in residences to vacate these premises

In Figure 11, we model that a sustained lockdown between

and return home. A tertiary institution oﬀers signiﬁcant
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Sector Focus

beneﬁts to the local community and particularly in the

These municipalities and many others in South Africa

economic sense. Universities tend to have a large spinoﬀ

whose economies highly beneﬁt from the operation of

eﬀect throughout the economy from a local to a national

universities and the presence of students are going to be

sense. A decrease in expenditure from universities (operational

highly impacted by a closure of these institutions. Many of

or capital) will potentially inﬂuence the economy.

the vendors who provide services to the universities are
going to suﬀer economically because they will not be able

The economic contribution of the Potchefstroom University

to earn if the universities or Technikons are not operational.

extends beyond expenditure values emanating from the

Closure of universities will likely result in job losses for many.

campus. The local economy (Tlokwe municipal area) increased
its economic contribution to the provincial economy, having

Construction

risen from 5.2% in 1993 to 5.9% in 2016, the economic
contribution of North West University has most likely

The COVID-19 pandemic comes at a time when the construction

played a role in this result. The direct impact is from the

sector was already under considerable strain. By the fourth

value transferred to NWU’s direct suppliers (mostly

quarter 2019, the sector has experienced six consecutive

vendors) as the campus has signiﬁcant purchasing power

quarters of negative growth. Between Q4 2016 and Q4

and from student spending which represents an exogenous

2019, the real value added by the sector declined by an

demand stimulus in local area.

average of 2.6% per annum. 55% percent of the reduction
in real spending on construction products between 2014

A study released by the Bureau of Economic Research (BER)

and 2019 was attributable to non-residential buildings, 22%

recorded how Stellenbosch University (SU) contributes more

attributable to residential buildings and 24% of that decline

than R5 billion yearly towards the local economy. The ﬁgure

attributable to other construction works according to Stats

includes all transaction and sales which were triggered by

SA data.

initial injection of expenditure, majority of which comes from
student expenditure (61%). The presence of the university

In Figure 12, we model that a sustained lockdown alert level

creates more than 21% of formal work activities (Uber riders

5 would result in sever decline in sector output at an average

and Bus riders as per our commuter analogy) and 8.7% of

of 62% driven mainly by lower household incomes and

informal activities in the region (hitch hikers and train riders as

lower demand for commercial space and a reprioritisation

per our commuter analogy). More than 18% of gross value

of government expenditure. A sustained lockdown at alert

added generated in the municipality is stimulated from the

level 4 would result in only large declines in sector output at

presence of Stellenbosch University.

an average of 39%, while sustained alert level 2 and 3 would

FIGURE 12: MODELLED GDP AND LABOUR IMPACT AT EACH OF THE LOCKDOWN ALERT LEVELS – CONSTRUCTION
LEVEL 5

LEVEL 4

LEVEL 3

LEVEL 2

LEVEL 1

Weighted Average GDP Leakage at each Alert Level

62%

39%

17%

12%

8%

Employment Leakage at each Alert Level (000s jobs)

834

522

229

165

106

Civil Engineering for Public Works (incl. water, energy and sanitation)
Non-Residential
Residential

Source: Own calculations, IQbusiness Research
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result in sector output losses of between 17% and 12%, and

For a sector that already lends itself to compliance to

alert level 1 at 8% GDP leakage.

occupational health and safety regulations, with stringent
protective gear requirements, it might have being counter

Construction is not only a labour intensive sector but also

intuitive to keep the sectors that manufacture construction

the sector with the second higher multiplier (3.21) after

material partially operational while closing most construction

manufacturing (3.85). Simply this means that every R1 of value

activity at alert level 4 and 5. More so is that the labour

generated in this sector, R2.21 is spent in other sectors. The

proﬁle of this sector is largely elementary and artisanal

sectors labour impact on the back of the COVID-19 pandemic

(hitch hikers) and therefore their chances of reabsorption

is estimated between 834 000 jobs in the worst case and

into active employment once they become unemployed

106 000 jobs in the best case. The base case is that the

diminish signiﬁcantly.

sector will likely lose approximately 472 500 jobs.

FIGURE 13: MODELLED GDP AND LABOUR IMPACT AT EACH OF THE LOCKDOWN ALERT LEVELS – UTILITIES
LEVEL 5

LEVEL 4

LEVEL 3

LEVEL 2

LEVEL 1

Electricity, Gas and Water Supply
Weighted Average GDP Leakage at each Alert Level

5% - 10%

Employment Leakage at each Alert Level (000s jobs)

6000 - 12000

Source: Own calculations, IQbusiness Research

Utilities

the force majeure notices went to the independent power

While lower energy demand has resulted in a demand

nor pay for some of the power they produce on the back of

deﬁcit between 7500 MW and 9000MW of electricity from

the reported demand deﬁcit. South Africa still doesn’t have

Eskom, estimated to result in revenue shortfalls of more

the right level of advanced battery technology that would

than R2.5 billion per month, this sector is likely to be the

enable for the cost-eﬀective storage of energy.

producers with Eskom notifying them that it may not utilise

least impacted from an output and a jobs at risk point of
view. In Figure 13 below we model output losses expected

Municipalities will also be highly impacted by decrease in

between 5% and 10% and jobs at risk between 6000 and

demand for electricity as many municipalities buy electricity

12000. The base case is that the sector will likely lose

from Eskom which they resell to various customers. According

approximately 6 500 jobs.

to StatsSA, in the second quarter of 2018 over 20% of municipality
expenditure was spent on electricity and largest source of

On 17 April 2020, Eskom sent precautionary force majeure

revenue for municipalities was from sales of electricity

notices to its coal suppliers, with large exposure to Exxaro

which accounted for over 30% of revenue. This will likely

and Wescoal, which would potentially see Eskom take

result in lower levels of service delivery, particularly for the

delivery of lower than contracted coal supplies. Soon after

poorer parts of the economy.
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Lives vs. Livelihoods – That is Not
the Question
There is a terrible binary argument that has been trending,
pitting the idea of lives versus livelihoods as if these are
necessarily mutually exclusive ideas. Intellidex Chairman Dr

eCommerce (wholesale trade, textiles
manufacturing,)

Stuart Theobald recently challenged this idea, lamenting

One of the reasons for limitations in full eCommerce operation

that the impressive health resilience gains we have made

we heard from Minister Patel was that this would be unfair.

(foot on the health accelerator) need not be reversed, but

Our thinking was that maybe he was referring to the fact that

rather he advocates for a move towards putting the other

only those retailers with the technology and infrastructure to

foot on the economic accelerator. Both. Not either or.

accelerate online retailing would beneﬁt, potentially increasing

The real question we ought to ask is:
How do we build productive capacity in a COVID-19 impacted
economy in a way that promotes broad-based economic
participation as well as sustainable development for a post
COVID-19 economy?
Below we recommend a few ideas that would ensure
higher levels of economic participation, while health risks
are contained.

Warehousing
The rise of eCommerce in a COVID-19 impact global economy
has driven the demand for more warehousing space, alongside
the adjustment of clogged supply chains to ensure domestic
demand of perishable domestic goods is met and inventories
stored. This applied more speciﬁcally to on-demand,
ﬂexible warehousing space (roughly 3000 square meters)
with shorter lease durations. This also addresses the rising
need for more variable costing in rental models. And as
eCommerce continues to become more common place, the
higher the demand for warehousing space will be. In India,
it is estimated that for every dollar that moves from oﬄine
to online retailing, three times as much warehouse space
will be required – clearly showing value for this subsector
even in a post COVID-19 economy.
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industry concentration and inequality. The typical story of
empirical evidence showing that crises often exacerbates
inequality. However, a productive approach would have been
a view on how to make those digitally powered supply chains
more inclusive to the smaller producers in the economy.
Legislating for a minimum inclusion of smaller producers into
these chains they would otherwise not have access would
ensure the pie gets bigger through higher non-contact / social
distanced retailing activity for both essential and non-essential
goods. One of the challenges facing the textile industry in
South Africa is the lack of economies of scale that would
provide price competitiveness to the global competitors,
particularly from the East. Large scale projects to ensure a
centralised textile production approach would go a long way in
building import substitution resilience of our local textiles. The
added beneﬁt is the labour intensity associated with this
subsector.

Insourced Manufacturing (Medical)
The global reliance on only three economies to produce
more than 60% of medical equipment like ventilators created
serious problems as soon the COVID-19 supply side impact
hit, and production could not happen at the level required
to meet global demand. Economies moved towards
in-sourcing of this manufacturing capacity to ensure the
health needs of the local economies are met. This choice

also woke countries up to the need to build local capacity
for critical manufactured goods like medical equipment.

Never Forgetting the Value of a UBI

The local ﬁrms that manufacture medical devices tend to

The long lines for food parcels that go against all social

be small or medium-sized businesses with less than 50

distancing imperatives are a constant reminder of the

employees and often combine manufacturing with distribution

potential for a universal basic income (UBI). With the

Now that the foot is on this accelerator, we challenge public

existence of the post bank, all recipients could be mandates

and private sector to exert even more pressure on the

to open an account if they want to receive their social income

pedal to ensure health resilience outcomes of the economy

beneﬁts. Not only would this create a platform to improve

are improved while at the same time reviving what was a

ﬁnancial inclusion imperatives, but it would also empower

declining manufacturing sector in the economy.

ordinary citizens to discriminate on expenditure. A plethora of

In Community Capacity Development –
Using the Crisis Well

literature has consistently found that the existence of a
universal basic income was associated with better nutrition,
health and education outcomes. Where will the money
come from, given how ﬁscally constrained government is?

Some of the early industrial cities like Port Elizabeth saw

Well, the food parcels were on average supposed to be

companies build their factories close to or in the communi-

have a cash equivalent of R1500, this amount is close to the

ties where the bulk of the labour force would come from.

average incomes of the 50% lowest earning households in the

This was not only a progressive ﬁrst step towards solving

country (R1660). This income boost would almost double

for the apartheid spatial planning economic challenges, but

household takings without the need for queuing for hours for

it also creates a space for large scale investment into the

food parcels that could run out before you get to the front due

township economy. To date the Continental factory in Port

to poor administration in some areas. The 2003 Taylor

Elizabeth is walking distance from New Brighton location.

Committee undertook a comprehensive assessment of the

We truly have an opportunity to reimagine and reinvest in

social security system in South Africa and ultimately recom-

the kind of economy that will result in inclusive and

mended a phased-in introduction of a UBI in South Africa. Now

broad-based economic prosperity for all South Africans. In

might be the perfect time to revisit those ﬁndings.

an earlier report, we challenged that some of the largest
bakeries in the country consider reopening bread manufac-

The economy is as good as the investment we make in its

turing capacity in the locations. Bread is the second most

inhabitants. And the sector impact analysis we explore in

important staple in South Africa, yet gross consumption

this report extends the vast work done by various industry

has been decreasing steadily over the last decade. This

participants to both understand the extent of the impact of

would correlate quite closely to poorer nutrition outcomes

the COVID-19 pandemic on sector and employment

for the vulnerable and marginalised members of society. In

outcomes, as well as to allow those insights to inform policy

community bakeries would not only create employment

planning and relief and support interventions.

but also allow for cheaper provision of this staple due to
lower logistics costs to be factored into the ﬁnal price. This
can apply for many other sectors and not just bread making.
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Sustainable Recovery

Although the Covid-19 outbreak will have a signiﬁcant impact

The many crises have shown that all inequality indicators

on the health of millions of people worldwide as well as the

tend to worsen in times of crises. If left unattended, the

global economy, it also provides countries such as South

already dire poverty incidence, inequality, health and

Africa with an opportunity to pave a sustainable path of

education challenges will only increase the risk of a

recovery. The economy continues to be faced with high

crippling of the economy. The move towards promoting

levels of industry concentration, which in times of crisis

more inclusive industries and enhancing of social resilience

creates heightened levels of systemic risk. The SARS December

through various channels will be an important start to

2019 tax statistics revealed that 48.3% of companies had

getting the economy to truly become an economy that

taxable income equal to zero and 24,3% reported a positive

works for all. This is an opportunity to re-evaluate the way

taxable income. A mere 380 companies (taxable income

we do business and prepare for any future shocks to our

more than R200 million) were attributable to 57% of the

economy.

corporate income tax revenue – this compared to 814 151
companies assessed for tax. What this means is that when

“The bad news is that the COVID-19 crisis is exacerbating

big companies fail, the impact on jobs and economic output

all these problems. The good news is that we can use the

are catastrophic. Policies aimed at driving more inclusive

current state of emergency to start building a more inclusive

participation of small and medium enterprises would ensure

and sustainable economy”. (Mazzucato, 2020)

diversiﬁcation and reduction of the systemic risks.
We reiterate that building a more inclusive and sustainable
Policies geared toward social resilience will also be key in

economy involves new and energized social compacts that are

thinking about a post-COVID economy. Social resilience can

properly structured to assist individuals and businesses that as

be ensured through a more permanent introduction of a

well as investment in research and development, wages, and

universal basic income (UBI) grant, introduction of regional

worker training as the foundation for a healthy, inclusive

maths and science learning centres investment in bulk

recovery.

infrastructure for an enhanced service delivery mechanism.
The Taylor Committee of 2003 had already provided
recommendation in favour of the introduction of a universal
basic income, and its time the planning towards the eﬀective
implantation got accelerated. The research ﬁnds that the
existed of a UBI results in better nutrition, health, education
and economic outcomes for all citizens.
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