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South Africa entered the Covid-19 pandemic with 29% unemployment, over 40% living in poverty and the 
highest rate of inequality in the world, all now set to rise.   

It is within our power to limit the damage. A balance can and must be found between containing the virus 
and other health, social and economic imperatives in a way that is mutually reinforcing.  

This paper argues that a centrally regulated approach that controls activity should now give way to enabling 
communities and businesses to adhere to the protocols required to contain the virus. This approach is 
consistent with the President’s May 24th announcement pivoting the country to a level 3 lockdown by June 
1st.   

Significant focus must now be trained on three top priorities to ensure that the return to work is sustained 
and employment protected: 

• The first priority is to craft and implement “risk-adjusted strategies” that act like dynamic early 
warning systems and virus containment measures. This is a combination of information systems, 
testing, contact tracing and isolation, along with physical distancing, wearing of masks and 
sanitising2.  

• The second priority is to engage far more deeply with communities to identify strategies that can 
be sustained in a variety of living conditions.  

• The third priority is widespread financial support to all affected business and workers to limit the 
extent of permanent damage. Returning to work is going to need special support and monitoring 
to ensure compliance with health protocols. The foundations to drive big-employment-growth-
game-changers must be lain now.  

Neither a lockdown nor an economic opening will be successful without the first two priorities. And they 
are amongst the few Covid-19 interventions that constitute long term investments for many other 
imperatives from controlling TB to community safety.   The third priority is essential to the success of an 
economic rebound.  

Four employment scenarios to 2023 demonstrate the imperative. The scenarios revolve around the effective 
implementation of these three priorities, as well as the policy reforms that stimulate a new wave of economic 
dynamism. The scenarios consider impact on GDP, employment, tax collection and public finances 
available to fuel recovery and economic development going forward. 
 

 

 
1 This paper draws on input and comment from the Covid19 Economists Group, convened by Miriam Altman 
(Professor of 4IR Practice, School of Economics, University of Johannesburg) and including Imraan Valodia, Stuart 
Theobald, Peter Attard Montalto, Michael Sachs, Mzukisi Qobo, Andrew Donaldson, David Francis, Tania Ajam, 
Alex van den Heever, and Wandile Sihlobo. Peter Attard Montalto prepared the macro-modelling used in this paper.  
Comment was also received from Prof Rob Davies, Caroline Skinner, Carol Paton, and Neva Makgetla. The paper 
also benefited from advice and data from Neva Makgetla at TIPS. The result is the responsibility of Miriam Altman 
alone.  
2 A fuller explanation of risk-adjusted strategies can be found in Fuest and Lohse 2020 and van den Heever 2020. 
The measures discussed in this paper are relevant to the immediate actions being recommended. 
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Introduction 
The balancing act of managing Covid-19 while also sustaining livelihoods and overall human welfare is 
especially challenging in the context of SA’s extreme inequality, unemployment and poverty.  

The past decade strained the economy, veering into recession territory. Unemployment rose from a low of 
23% in 2008 to 29% in 2019.  Almost half the population live below the poverty line, and about 25% fall 
below the food poverty line. Half the workforce earn less than R4 600 per month, which means even 
middle-class families live on a precipice.  

Solutions must be found to cross the bridge and out the other end, ready to chart a way forward. Most 
critically, a temporary crisis should be prevented from causing permanent damage to people and businesses 
through job losses and avoidable closures.  

This paper is an initial think-piece on employment and the pathway back to economic activity. It does not 
attempt to offer an overall framework. Instead it offers some observations to support current thinking and 
plans.  

The paper starts by proposing the potential impact that Covid-19 lockdown and risk-adjusted strategies 
might have on employment. Four employment scenarios are proposed to 2023.   

Based on reflections of policy progress thus far and the best available information, three top priorities are 
identified as mission-critical to bridging across to the other side of lockdown with some hope of getting 
onto the development path envisaged in the Constitution and the NDP.  These include:  

• The introduction of risk-adjusted strategies, sensitively designed. These act as dynamic early 
warning systems and virus containment measures. This includes information systems, testing, 
contact tracing, and isolation. It also involves physical distancing, wearing of masks and sanitising. 
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• Community engagement and participation in the design and implementation of sustainable risk-
adjusted strategies, physical distancing, mask-wearing and sanitising, especially in low-income 
communities  

• Finding the fastest possible route back to economic activity. Offering widespread support to 
affected firms and workers to limit permanent damage. Enable and monitor firms in their 
compliance with health protocols.  

 
Risk-adjusted strategies explained 
  

 

 

 

 

 

 

 

 

 

How might employment be affected by the lockdown and related 
policy responses in 2020 and beyond? 
There is little doubt that any sort of lockdown will lead to job losses. The question is how many, and what 
measures can be taken to ensure that a temporary problem does not unnecessarily become a permanent 
one. SA already has a historical path of high unemployment, poverty and extreme inequality from which it 
needs to break free. It is incumbent on the state to chart a path that balances health risks with the need to 
get on a road to decent living standards. 

In the last global crisis of 2008, almost a million jobs were lost over two-and-a-half years, only recovering 
to 2008 levels in 2012. Almost all these jobs were lost by those under the age of 34. There are 500,000 fewer 
15 – 24-year olds working in Q1 2019 than there were 11 years ago. Only 35,000 new jobs were created for 
the 840,000 additional 25-34-year-olds over this same period. Manufacturing and retail sectors were the 
worst hit accounting for 2/3 of jobs lost by 2010. Retail employment is essentially back to 2008 levels. 
Manufacturing never recovered, and by 2019 employed 330 000 fewer people than it did in 2008. The small 
business share of total employment fell from 64% in 2008 to 55% in 2015 (Trade & Industrial Policy 
Strategies 2016). This trajectory moves in the opposite direction to that envisaged in the NDP. 

Until recently,  forecasts put forward a possible 6% to 8% GDP decline, generally with a V-shaped recovery 
foreseen. It may be that the forecasts lag events, or that standard forecasting methodologies are not so 
helpful in such uncharted territory. Isaiah Mhlanga, Alexander Forbes Chief Economist, is one of the few 
that has questioned his colleagues’ muted and V-shaped recovery thinking.3 He proposes that scenario 
building might be more useful than forecasting. 

Recent modelling prepared by Arndt et al(2020) for the Treasury and SARB proposes that in 2020, GDP 
may fall by 6% to 16%. The lower range increasingly looks out of reach as it had assumed a 21-day lockdown 

 
3 He says:  “What is surprising is that every forecast I have seen beyond 2020 is optimistically projecting a V-shaped recovery. The SA 
Reserve Bank and IMF forecast that the economy will contract by 6.1% and 5.8%, respectively, in 2020, before rebounding to 2.2% 
and 4% in 2021. Every other forecast from reputable institutions and economists points to this direction, and I wonder if this is some 
kind of herd mentality that may be misleading”. 

President Ramaphosa announced the intention to migrate from a lockdown to risk-adjusted strategies. 
Risk-adjusted strategies is a term used to explain actions that combine a relaxation of restrictions in the 
social and economic environment with continued effective health protection (see Fuest and Lohse 2020 
and vd Heever 2020. They are aimed at: 

• preventing the virus from spreading again rapidly 
• strengthening the health care system to ensure the best possible treatment for as many patients as 

possible - with COVID-19 as well as with other serious diseases; 
• protecting groups at high risk for severe COVID-19 diseases; 
• avoiding social and psychological hardship in the fight against the pandemic as far as possible; 
• making economic activities possible without taking unnecessary health risks; 
• limiting restrictions of fundamental rights to the minimum and in accordance with the principle 

of proportionality.  
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with a quick return to work. At the other extreme, Arndt et al (2020) consider an eight-week lockdown, 
followed by contained economic activity. Their initial modelling proposes that employment might fall by 
up to 12% or about 1,8 million jobs, lifting strict unemployment to about 37%. They propose that some 
rebound would take place in 2021, potentially recovering about 2/3 of output and jobs. Business4South 
Africa (BSA), BER and Investec have also modelled potential outcomes, arriving at similar results.  

Much depends on the strength of policy implementation to enable firms to cross the bridge to the other 
side with as many employees in tow as possible, and that economic capacity is not too damaged along the 
way.  

As an example, if the risk-adjusted strategies, requiring mass testing, contact tracing, and effective area 
lockdowns and isolation of those infected, are not in place, there is a real possibility of a second more 
economically devastating lockdown being required. Alternatively, slow implementation of business support 
measures will lead to extensive business failure and retrenchment, having just come from a period of 
stagnation.  

The more workers that are retrenched over this period, the less chance that economic recovery leads to 
equivalent gains in employment. The rate of unemployment could be permanently raised in the absence of 
significant game-changing improvements in the economy, as proposed by the NDP and which have been 
on the agenda for quite some time.  

Estimating the economic and jobs impact of a lockdown and risk-adjusted strategies is a tricky business. 
The usual economic models do not apply since this lockdown hits labour-intensive activities hardest. No-
one in the world has yet been through the full experience, not even China. Economic strategy and potential 
outcomes will evolve as our knowledge improves.  

Most perniciously, the last industries to be fully re-activated will be the ones that have the most physical 
interface, such as retail, restaurants and hospitality. These sectors are the biggest employers in South Africa, 
and the main location for youth employment.  

Activities most at risk include about 2.3 million in formal retail and wholesale workers, hotels and 
restaurants, almost 900,000 in construction, and 2,9 m in the informal sector (see table 5). These sectors 
have significant linkages with supplier industries in business and personal services, transport, manufacturing, 
and agriculture. About 1,8 million workers are on non-permanent contracts – they are the first to go as 
firms pursue their initial survival strategies.  Five million work in small firms which are the most vulnerable 
to economic shocks (see figure 2 below).   
 
Four Employment Scenarios 
Four scenarios have been prepared. They consider the possible economic impacts of different Covid-19 
policy response packages.  

The reader is not being asked ‘which is best’? There is only one correct choice in these four, and that is the 
final scenario that pulls through to structural change and some hope of achieving the spirit of the NDP’s 
Vision 2030 for employment and poverty reduction. The other scenarios offer some thoughts on potential 
risk that are within our power to avoid. Given all the uncertainties and complexities, the scenarios may be 
revised over time, although an attempt was made to provide a view that might help chart through 2020 at 
least.  

Table 1 presents possible economic outcomes in each scenario and relates them to a group of policy 
responses.  

The scenarios revolve around the extent of reliance on lockdown versus risk-adjusted strategies, the efficacy 
of township physical distancing strategies, the pace and extent of business and wage support that enable 
activity to survive, and the meaningful steps to address significant pre-existing policy reforms that stimulate 
a new wave of economic activity.  
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Table 1: Four Scenarios Linked to Four Covid-19 Policy Responses 4 
 Scenario 1 Scenario 2 Scenario 3 Scenario 4 
GDP change in 
2020 

-20 % -15 % -10 % -10 % 

Employment 
change in 2020 

-3.2 m -2.5 m -1.6 m -1.6 m 

Unemployment rate 
2020 

43 % 40 % 36 % 36 % 

Change in real GDP 
in 2018/19 to 
2022/23 (Rbn) 

-341 -206 -9,8 +158 

Permanent job 
losses by 2023 

-1.8 m -0,9 m -0,2 m +0,2 m 

Unemployment rate 
by 2023 

37 % 33 % 30 % 28 % 

Tax revenue 
shortfall in 2020 

R 400 bn R 350 bn R 225 bn R 225 bn 

3-year tax revenue 
shortfall relative to 
2020 Budget 

R 1 562 bn 1 064 bn R 686 bn R370 bn 

% of tax revenue 
accruing to interest 
payments by 2023 

29% 23% 19% 17% 

Policy response 
element 

    

Risk-adjusted 
strategy effectively 
implemented 
 

    

Township 
community 
engagement in 
physical distancing 

    

Economic 
interventions 
creates bridge for 
firms and 
employees to other 
side. Enables 
rebound 

    

Significant 
structural 
improvements lead 
to lifting potential 
growth rate 

    

Red means poorly implemented, amber means partially, green means impactful implementation 

 

The best-case scenario presented in this paper is really the best case and will require significant commitment 
and course correction in Covid-19 policies and in demonstrating commitment to required structural change. 

The worst-case scenario is not the worst that can happen. There could be domestic reverberations into the 
banking sector, exacerbating a banking crisis, or more dramatic shifting to reduce labour ratios or political 
cleavages that deepen as resources become ever more scarce.  

And these scenarios are based on a domestic picture. Further thinking is needed about what might happen 
globally and how this might affect SA. 

 
4 A more detailed table on these scenarios with notes is located at the back of this paper 
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Figure 1: Real GDP (Rbn) in Four Scenarios – 2019/20 to 2022/23 

 
 

The likely shape of the recovery is a distorted square root and very likely not a “V”.  Further reverberations 
domestically or globally could see a distorted square root shape transformed into a W that veers downwards. 
This can particularly happen where the economic foundations no longer support a meaningful economic 
rebound. 

 

Scenario 1 – The bridge collapses 

 
The collapse of Ponte Morandi Genoa Italy Aug 14 2018 

Scenario 1 shows what might happen if a lockdown becomes the central de-facto approach to containing 
the spread of the Corona Virus. An example could involve a 35-day level-five lockdown (to April 31), 
followed by subsequent versions of a lockdown for a further five months. This might be in place from May 
to September. A de-facto reliance on lockdowns would be needed where risk-adjusted strategies have not 
been put in place, sufficient to offer early warning that leads to nimble action that contains outbreaks.  
Economic activities are opened slowly and step-by-step, but processes found to be wanting. This leads to 
the re-imposing deeper lockdowns in response. 

The approach to township physical distancing strategies focuses on controlling activity, implemented 
house-by-house, with limited community-engagement to identify implementable principles.  

3900

4100

4300

4500

4700

4900

5100

5300

2018/19 2019/20 2020/21 2021/22 2022/23

Scenario 1 Scenario 2 Scenario 3 Scenario 4



TOP COVID-19 POLICY PRIORITIES TO PROTECT EMPLOYMENT * COVID-19 ECONOMISTS GROUP

 

 

7 

Township residents ignore the push for physical distancing simply because the need has not been effectively 
communicated nor have approaches been designed to enable compliance. Limited testing may appear to 
show that infection is under control. But one gathering, one church service, one liquor store raid causes a 
sudden eruption that is found too late.  

In this scenario, the government is slow to implement business support. A decade of slow growth had led 
to cash constraints in many firms. While the wage support offered by UIF does expand, it only reaches 40% 
of firms that apply. The bridging loan finance becomes available two months after the lockdown. By this 
time, a million workers could have already lost their jobs, and many firms would have folded. They simply 
wouldn’t have had the cash to sustain operations, and the offer of low-cost loans is simply seen by many 
as adding to their mountain of unpaid bills and debts.  

Over the course of 2020, up to 3,3 million jobs are lost, with unemployment rising to 43%. The first 35-
day lockdown sees the laying off of many non-permanent workers. The continuation of the lockdown leads 
to firms to shrink their business down and some to close.   

In 2020, about R 1 trillion output is lost, equal to about 20% of GDP. Tax collection collapses by about R 
400bn, which slices out 30% of the revenue that Treasury had banked on in its already constrained budget 
for 2020/1. Even after raising over R100billion from multi-lateral institutions, there is still a R250 billion 
funding gap that needs to be filled, necessitating further IMF support. There are some significant and hard 
choices to make about public expenditure priorities.  

Such a result would lead to long term destruction of economic capacity. In this scenario, there is a small 
rebound in 2021 with 2/3 of output and only 1/3 of the jobs regained. Thereafter, the economy stagnates 
and by 2023 it is clear that 1.8m jobs have been permanently lost. The “new normal” unemployment rate 
sits around 37%. Over the period from 2020/1 to 2022/3, tax collection is R 1,5 trillion less than that 
envisaged in the 2020 Budget.  Government incurs more debt to cover the funding gap created by this loss 
in tax revenue. The original plan in an already tight 2020 budget was to see interest accounting for about 
14% of tax revenue. Instead, national debt has risen so fast that by 2023, 29% of tax revenue is swallowed 
by interest.  

Many more people are thrown into deep poverty including those that had been working all their adult life.  
Child malnutrition becomes more commonplace. Gangs and criminal networks take the gap where the state 
has stepped out. Social instability and political contests make it politically impossible to scale back grants 
and public employment, leaving very little for either social or economic imperatives. Aspirations for future 
drivers of growth such as infrastructure, agriculture, or renewable energy are set aside.  

The 2020s would be South Africa’s dark decade: the bridge to prosperity crumbles. 

Scenario 2 – An unfinished bridge 

 
Cape Town ran out of funds to complete overpass, 1977. 
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Scenario 2 shows what might happen if there is a softer reliance on lockdowns, some introduction of risk-
adjusted strategies and more support to firms while they are not operating. The difference in number of 
days in lockdown between Scenario 1 and 2 is actually quite small: one week less in Level 5 and one week 
less in Level 4. But these small differences have a disproportionately positive effect (as compared to 
Scenario 1) if it is possible to see it that way.5  

The introduction of more testing and some contact tracing, some use of masks, and some community 
engagement mean that there are fewer Covid-19 outbreaks, and when they happen some are well controlled. 
This allows for some area isolations. But it is sporadic.  

In this scenario, the government moves faster in offering wage and business, reaching about 60% of firms 
that need it.  

In Scenario 2, GDP falls by -15% in 2020 and 2.5m jobs are lost. Unemployment rises to almost 40%. Tax 
revenue falls by R350 billion, which is about 25% less than that planned for by Treasury. Even after funding 
from multi-lateral institutions, there is a funding gap of about R200 billion that must be filled, whether by 
raising more funds or by reducing spending.   

A muted economic rebound continues into 2022. The economy reverts to 1% annual GDP growth by 2023, 
since no major programmes come on stream to stimulate the economy. By 2023, 850,000 jobs would be 
permanently lost. The unemployment rate rests at 33%. And 23% of tax revenue goes to paying interest, 
leaving little for social and economic priorities. This becomes a new normal as firms learn how to produce 
with less labour, and few new activities have emerged to generate new employment. The bridge to 
prosperity is truncated.  

Scenario 3 – stuck in a traffic jam while crossing the bridge 

 
Traffic jam, Bay Bridge 

 

 
5 During level 5, economic output is estimated to fall by R8bn per day initially and in the second level 5 lockdown it 
falls by R8.5bn per day. The cost to the economy rises as firms increasingly struggle to cope so they scale back 
operations or close. In 2021, there continues to be a toll on the economy with respectively R5bn to R5.5bn per day 
in lost output as a result of the 2020 level 5 lockdowns.  The average daily loss in output in Level 4 is initially 4.1bn, 
and in the second month it rises to 5.2bn. The impact a year later is to reduce output by 1.3bn to 1.4bn. So if a Level 
5 lockdown is implemented for two months in 2020, it could lead to a loss in output of almost R500bn in 2020 and 
a further R315bn in 2021 as a result of a reverberation. If a Level 4 lockdown is implemented for 2 months in 2020, 
it could result in a loss of output of R276bn in 2020, and a further reverberating output loss of R80bn in 2021.   
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In scenario 3, the state moves quickly to slow down business failure and retrenchments. Wage support and 
bridging finance reaches 90% of firms who need it.   

Risk-adjusted strategies are introduced and continuously improve over time. There is an app that is used 
by all to report if Covid-19 symptoms appear, testing is available as needed with results available within 24 
hours, and contact tracing can find up to 80% of contacts within a few days. Wearing a face mask and hand 
washing and sanitising becomes normal routine.  

Community-oriented strategies are pursued in townships that are sensitive to living conditions and enabling 
of compliance. Every city block in the major hot-spot cities have done ‘fire-drills’ and know exactly what 
they need to do if they need to lock down and where to get support and supplies.  

In this scenario, GDP falls by 10% and 1,6 million jobs are lost in 2020, with the unemployment rate rising 
to about 36%. Tax revenue falls by R250 billion and after obtaining funding from multi-lateral institutions, 
there is a funding gap of about R100 billion.  

In 2021, about 2/3 of lost output is regained and about 60% of jobs are restored. By 2023, almost 225,000 
jobs are permanently lost. Almost 20% of tax revenue goes to interest payments.  

But because structural reforms are not introduced, the economy reverts to stagnant growth. Government 
has not moved forward on many of the areas that would stimulate new growth such as construction or 
renewable energy, nor does it meaningfully progress on the digitisation of services and broadband access, 
and it is slow to re-institute tourism and hospitality.  

 

Scenario 4 – Crossing to the other side 

 
Swietokrzyski Bridge, Warsaw. Photo by Udmurd 

 

Scenario 4 sees the introduction of structural reforms and the facilitation of new growth-inducing activities. 
There is great effort invested in building a professionalised state capacity and this, in turn, creates more 
certainty for investments that drive growth and employment. Progress is made on energy IPP investments 
and supplier industries, infrastructure spending (especially in housing, public building refurbishment and 
maintenance and supplier industries), agro-processing and associated exports, and similar. Digital migration 
takes place and spectrum is released. Broadband access is made more affordable and government services 
go online, saving significant costs for low-income households. This starts to veer the potential growth rate 
up because capacity is being rebuilt and there are new sources of dynamic growth.   
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As in Scenario 3, GDP falls by 10% and 1,6 million jobs are lost in 2020. Tax revenue is R225 billion lower 
than budgeted for. The difference shows from 2021. There would be a healthy rebound, with 80% of output 
and 72% of jobs restored. This is explained by the containment of business failure and retrenchments, 
enabling a more robust rebound, and the stimulation of new activities. By 2023, employment is back to 
2019 levels and continues growing. The capacity of the economy slowly starts to expand, so in this scenario 
the economy does not revert to stagnation, but instead gets to 2.5% growth by 2023.  This is the only 
scenario that sees a stabilisation of interest payments relative to tax revenue, around 17% by 2023. Managing 
resource allocation is a challenge, but does not appear insurmountable.  

The economy had already lost considerable capacity over the past decade. That means a rebound will be 
more muted since the foundation was weak. Even the best case proposed here will require significant 
commitment. 

Three priorities are essential to achieving health and livelihoods 
The risk of job losses depends considerably on the approach to the remaining lockdown and risk-adjusted 
strategy. What support mechanisms will get firms over to the other end? Which sectors will be allowed to 
operate?  

Top global health and economic experts that motivate for a balanced approach between health and 
economic interventions are growing in number. They argue that health and economic sustainability do not 
have to operate in direct opposition to each other.   

Early in April, a group of leading experts at the University of the Witwatersrand (see Madhi et al 2020) 
motivated for a combination of actions that manage the risk of the spread of the virus, strengthen health 
care systems more generally, protect high-risk individuals, while also making economic activities possible 
while managing related health risks.  

Leading health scientists such as Quarraisa and Salim Abdool Karim, Marc Mendelson and Shabir Madhi, 
and a group of leading Wits University medical and economic experts (see Valodia et al 2020) have 
communicated the need to find a better balance between the management of the Coronavirus and other 
health and economic priorities. They have been advocating opening schools and the economy.   

These are bold statements coming from these health experts that Government seems to have heard, as 
reflected in the May 24th statement of intention to substantially open the economy from June 1st.  

Amongst other things, they are saying that the lockdown was meant to enable the “flattening of the curve”, 
readying of health facilities for when the virus spreads, and the setting up of risk-adjusted strategies to 
manage the virus.  

It appears the value of the lockdown has now reached its end. There may well be outbreaks, but the 
lockdown cannot be the main response. It is not possible to lockdown indefinitely, as the consequences are 
devastating.  

The initial 35-day lockdown seemed to contain the pandemic for a time. The public and private hospitals 
had not reported significant pressure, which may indicate this impression was correct.   

However, over the period from mid-April to mid-May, the infection rate has risen by between 5% to 7% 
per day. These facts may explain why some health experts say that the lockdown is no longer supressing 
the virus.  

It appears that the approach to the lockdown does not help contain the virus where the majority of South 
Africans live nor in locations were activities have been allowed to operate. This dramatically limits the 
potential benefits of the lockdown while creating significant economic and social harm. The virus spreading 
in the context of a lockdown may be explained by insufficient attention to introducing participative and 
sustainable risk-adjusted strategies, physical distancing and sanitising in townships and at workplaces that 
are operating. These strategies were essential for the success of a lockdown and also to enable economic 
opening.  

Makgetla (2020) offers preliminary insights into risks of opening in the absence of risk-adjusted strategy, 
physical distancing and disinfection. She offers early anecdotal evidence of spread primarily linked to private 
and public sector activities that are operating. For example, Makgetla reports that in the Eastern Cape, there 
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has been a spike in infections in prisons and from funerals and SASSA offices where grants are paid. One-
tenth of virus outbreaks in the Western Cape have emanated from retail chains, hospitals and police stations 
and two large factories. She does not find the same trend in other provinces, so this needs explanation. 
Makgetla compares Implats Marula platinum mine in Limpopo that found 14 miners and 3 clinic staff were 
infected out of 2 500 employees to Amplats which reported no cases: the latter was using a screening app, 
screening in the workplace, and has set up testing and quarantine facilities. Was Implats experiencing bad 
luck or was it caused by poor controls?  

The evidence shows that any initial containment of Covid-19 through a national lockdown will be short-
lived. To sustain the containment, the lockdown might either be followed up by further national lockdowns 
or a risk-adjusted strategy.  

Subsequent lockdowns have other devastating effects that may only be the right prescription where the 
pandemic spins out of control in communities. The social and economic consequences of generalised 
lockdowns are unsustainable for the economy and have devastating effects on health and social conditions. 
Risk-adjusted strategies are really the only tool available to contain any future lockdowns to as small 
geography as possible.   

Re-opening the economy is obviously essential to veering closer to Scenario 3 and lays the foundation for 
achieving Scenario 4. There is significant pressure to do so as fast as possible. Having risk-adjusted strategies 
in place will enable that to happen.  

As of today, there are essentially four choices when weighing up the merits of locking down or opening up:  

• continue a lockdown with the effect that the virus spreads but more slowly than if the economy 
were open and with devastating effects on the economy (Scenario 1)  

• open a lockdown (say to Level 2) without sufficient risk-adjusted strategies, likely leading to an 
uncontrolled surge in the virus and probably further lockdowns (Scenario 1 or 2) 

• open a lockdown very slowly, at the current pace of introducing risk-adjusted strategies (Scenario 
2) 

• set the top priority on a national effort to speed up the introduction of risk-adjusted strategies in 
communities, in transport and at work, enabling clearer and near term deadline for opening 
(Scenario 3 and laying the foundation for Scenario 4). 

In a context of great uncertainty and evolving events, knowledge about the Coronavirus and how to 
respond to it is progressing fast. Any set of recommendations today could be overtaken by events tomorrow.   

Even within this state of flux, there are three certainties, no matter how the Coronavirus evolves or our 
emerging understanding of policy responses: 

1. A risk-adjusted strategy and a sustainable physical distancing strategy should sit centre stage of any 
programme to manage the virus. They should be within our immediate capability to implement, 
set up to be flexible and adaptable to learning and feedback.  

2. The risk-adjusted strategies must be suited to different living conditions and involve communities 
so that they effectively promote the required behaviour change. 

3. Effort must be focused on sustaining economic activity and ensuring economic capacity is not 
unnecessarily lost. Then look to the future. 

Attending to these three certainties should be taken as the three highest priorities required to get closer 
to Scenario 3 and 4 outcomes.   

These three priorities are interdependent. It is not possible to sustainably open up the economy, without 
risk-adjusted and community-oriented physical distancing strategies in place.  

 
1. Risk-adjusted strategies are the foundation for opening up sustainably 
Scenario 1 and 2 see a significant loss of economic capacity where lockdowns are the main strategy for 
beating the virus. While the economy could be opened – it is simply a matter of issuing a directive allowing this – 
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the evidence shows that there would be a high probability of subsequent outbreaks that lead to further 
lockdowns. Risk-adjusted strategies reduce the chances of outbreaks and enable rapid response when they 
do happen. 

Sustainably opening up relies on risk-adjusted strategies being in place. There is broad agreement that this 
involves information systems, testing, contact tracing, isolating cases, plus physical distancing, plus 
sanitising and use of face masks.  

But what does ‘good look like’? As a non-expert I have struggled to find anyone who is yet willing to put a 
stake in the ground to say: “it looks like this”. That may be because know-how is evolving.   

Even a week ago, we may have thought that a minimum amount of testing is required. However, it may be 
physically impossible to do tests at what is seen as the required scale. Constrained lab capacity is a challenge 
that may be surmountable. However, the global availability of test kits is very limited and is not a problem 
that will be quick enough to fix in the immediate term. As a result, non-pharmaceutical interventions may 
be the first and only real line of defence. 

By mid-May, articles began emerging locally and globally to say there may be alternatives where there are 
constraints to testing.   

Marc Mendelson and Shabir Madhi (2020) have raised concerns that while mass community testing would 
be ideal, at present the results are available within 5-7 days including for hospital patients. They say that 
results are required within 12-24 hours if they are to be used for contact tracing. If this capacity is not 
substantially expanded, they would opt for a service that enables people to push up information on their 
symptoms, and have testing follow from there. At a minimum it appears that once a case is identified, 80% 
of contacts should be reached within 2 to 3 days, and similarly follow up with them. 

With better information systems and responsive mobile applications, Spector and Chan (2020) report that 
AI can enable optimisation in the process of identifying those infected and use of test kits.  

Shabir Madhi, a leading South African virologist, sets forth a view that seeks to optimise the use of resources 
in the context of limited options.  For him, communities and those going back to work must focus effort 
on preventing transmission through widespread use of non-pharmaceutical interventions(NPIs) – the 
distancing, mask wearing and disinfection.  The pushing up of information on symptoms is helpful but 
should not divert attention from the NPIs.   He says: “It would be useful to detect changes in rates and clustering of 
respiratory illness- even if only capturing 20% of all persons that are infected with Covid-19 at that point in time in the 
workplace. Examining trend data will assist in picking up if there are changes occurring as an early warning signal of increase 
rates of infection. The one challenge is that it would not completely discriminate from other respiratory viruses such as influenza 
which we can expect to increase in the next few weeks as well. However, by using symptoms that are more specific for Covid-
19 and less common in flu, such as impaired taste or smell sensation, the information could be more discriminatory. There are 
apps that have been designed to improve on positive predictive value”(email June 2, 2020). 

So “good looks like” the strategy that is within our capability and power to do right now. Good does not 
look like an app, although it does involve one. Good looks like a system that everyone uses and becomes a 
normal part of everyday life.   

This is a great long-term investment: because this system is going to be useful in sustainably opening the 
economy, but will also help manage communicable diseases like TB and so many other areas such as 
community safety and public service delivery.  

 
2. Lockdown and risk-adjusted interventions must be realistically designed for low-

income communities and a variety of living conditions if they are meant to be 
sustained for the year. Effective community engagement and participation is 
central to success in managing the virus. 

Otherwise the lockdown will not lead to physical distancing and could result in another lockdown. It will 
have only the adverse, devastating economic effects without achieving the health objectives. 

This is part of a risk-adjusted strategy, but it goes far beyond that purpose. 
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Community participation in identifying and maintaining sustainable approaches in townships is not just a 
politically-correct-nice-to-have. It is essential. There are two related reasons:  

(1) there is an expectation that the virus will rebound after the lockdown, although the extent is 
uncertain. There could be re-infections or even mutations. Without more information, we don’t 
really know how far the virus has yet spread and therefore won’t know how it might progress after 
the lockdown. 

(2) if community-adjusted physical distancing approaches with mass testing, wearing of masks, 
sanitising and similar are not developed, it will not be possible to implement area-adjusted isolation 
and lockdowns in townships once the risk-adjusted period begins.  

The SAGE(2020) report expands on the WHO (2020) guidelines as follows: 

Recognising the centrality of human behaviour in transmission, the government should ensure that as social distance 
measures are eased, measures are taken to enable population-wide habit development for hand and surface 
disinfection, using and disposing of tissues for coughs and sneezes and not touching the T-zone (eyes, nose and 
mouth). 

Communities and civil society organisations should have a voice, be informed, engaged and participatory in the exit 
from lockdown. This pandemic starts and ends within communities. Full participation and engagement of those 
communities on issues such as childcare and public transport will assist with enabling control measures. Conversely, 
a top-down approach risks losing their support and trust. We are deeply concerned about the effects of the infection 
and the lockdown on … marginalised, and low-income groups. There is an urgent need for government to 
demonstrate such active participation from communities from around the country. 

A large part of the SA population lives in dense townships and informal settlements. Sustaining a lockdown 
and subsequent risk-adjusted adaptation will depend on doing it in a way that communities can realistically 
implement. The current approach has features designed appropriately for the well-to-do suburbs where the 
virus appears to be mostly located. Locking into one home can be done in the suburbs but is not 
implementable in the townships and informal settlements. 

But the more significant health risk arises if the virus spreads to dense urban low-income communities. 
Going forward, the physical distancing strategies must be designed to enable compliance in townships and 
informal settlements over a sustained period.  

It is not just about the size of a home and the number of people therein. Shacks generally lack ventilation 
and respiratory problems will be created if people are forced to stay inside all day. Many households share 
water taps and toilets. Some households do not even have access to sufficient clean potable water. One site 
often has more than one household living in close proximity. There are many multi-generational households. 

Cairncross and Gillespie argue that there needs to be far more community engagement in the design and 
implementation of a lockdown. They propose a more meaningful demarcation of ‘the household’ to include 
those who live in close proximity, share meals, and similar. Areas might be demarcated outside of dwellings 
that is part of a house but not a public space. A roster could enable people to take turns using a shared 
space. They propose “health sanctuaries” for the elderly, those with health conditions and other places for  
those infected since most dwellings lack sufficient space for physical distancing in a separate room and 
bathroom. They propose that the “role of the army and police should also be to support and partner with community 
leaders while maintaining a visible presence as opposed to only using fear and intimidation”.  

Messaging in official languages beyond just English and Afrikaans must be stepped up, as well as 
behavioural economics strategies to influence choice architectures. 

The period after a lock-down becomes even more complicated. There could be an outbreak but not enough 
testing to catch it before it spreads. An approach is needed to either test and/or to have information systems 
with two-way information flows, where people and communities can report up information and can also 
receive.  

Where there is an outbreak, there do not yet appear to be well-designed and understood approaches for 
isolating.  

Community engagement will be the foundation for figuring out “what good looks like”.   
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This could involve more engagement with community leaders. The COGTA’s Community Development 
Workers (CDWs) could be drawn in to help. More resources directed at localised solutions would help.  

Perhaps it will involve block-by-block area isolation techniques supported by “fire-drill” type exercises, 
with street wardens and methods of delivering food and other needs. Or methods for those who report in 
to be picked up and taken to a health sanctuary.  

Consider the return to work. When workers are exposed to the virus they are meant to self-isolate for two-
weeks. Unless accommodation is provided, for most this would be unrealistic given dense living conditions 
and small size of homes.  

Community-oriented strategies that are sensitive to prevailing living conditions are essential to enabling 
compliance to sustainable risk-adjusted strategies and physical distancing. In turn, they are essential to 
managing the virus.  

This is one of the few Covid-19 expenditures that is also a great investment for the future, way past the 
Covid-19 period.  

 
3. Effort must be focused on sustaining economic activity and ensuring economic 

capacity is not unnecessarily lost. Then look to the future. 
The fastest route back to economic activity, charted in a way that enables physical distancing, 
will always be the best one.  
Subject to health safety considerations, enabling the fastest possible route back to economic activity should 
be a top priority. A few health and economic reasons come to mind:  

• The significant costs of managing the pandemic and also supporting business and workers through 
to December makes it even more imperative that economic growth, foreign exchange and 
government revenues be bolstered.   

• The more operational are households and businesses, the less reliant they are on state support and 
the more ready they are for a rebound  

• The further loss of economic capacity and employment feeds directly into poor health.  

Therefore it must also be better to restore economic activity as soon as it is safe to do so.   

Every day counts.  

Each day of a level 4 lockdown cuts 2020 output by R4,1 billion. However there is a reverberation into the 
future from the jobs lost and firms shuttered. We estimate this to be a further R 1,2 billion over the 
following 12 months, in 2020 and then into 2021. The longer the lockdown, the greater the reverberation.  

Scenario 2, with a lockdown lasting 5,5 months at level 4 and level 5 lockdown can lead to a shortfall in tax 
revenue of about R 1 trillion over the period from 2020/1 to 2022/3. 

The approach to phasing in economic opening from the lockdown has involved considerable debate and 
public engagement. It has been hotly contested.   

One way of restoring economic activity from a lockdown involves a focus on high priority sectors, such as 
those that are “essential” (Covid-19 health-related, food production and distribution, logistics and related), 
those that might collapse for operational reasons (eg continuous production processes such as smelters or 
glass), and those that enable the earning of foreign exchange (such as gold mining or agriculture). The focus 
is on initially opening activities that do not involve significant human interface (Fuest & Lohse 2020)  

This has been the approach in SA so far, interpreted to mean opening product-by-product as seen in 
Government directives on the sale of clothing, footwear and bedding (DTIC 2020b).  

The only reason to curtail economic activities is to contain the spread of the Coronavirus. There can be no 
other rationale in a country that already struggles to generate sufficient employment and incomes.  
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In contrast, Valodia et al (2020) propose a framework that “permits all economic activity, except where there is a 
clear and material threat to public health”. This alternative approach works by elimination. Activities, whether 
across or within sectors, would be identified that might create excessive Covid-19 health risks.   

Some sectors may take longer to open as they specifically involve considerable human interface. Examples 
include tourism, hospitality, and restaurants. For everything else, a set of operational rules are set, and firms 
enabled to comply and compliance enforced.  

Government’s adaptation to this approach was initially seen in the DTIC(2020) May 14th Regulatory 
Directive 43321 that opened up eCommerce.  The more significant shift to this enabling approach was in 
evidence when  President Ramaphosa announced the shift to level 3 as of June 1st, allowing all businesses 
and other entities to operate, specifying a small list of excluded activities. Reference is made to staggering 
hours and the requirement  of adherence to health protocols and physical distancing measures. This is an 
excellent example of regulations that enable activity but protect against Coronavirus spread. 

Success in opening up will depend on effective implementation of health and safety protocols. 
Firms will need substantial support and guidance to comply with new ways of working. 
Compliance monitoring will have to be significantly ramped up.  
The Department of Employment and Labour released a directive on Covid-19 health and safety protocols 
in the workplace. The Directive is sensible but there is a catch. When it comes to implementation there will 
be many questions about what the meaning of any part of the directive is. Also, there is very poor 
compliance with Occupational Health and Safety in normal times: in 2019, the Department reported that 
on average 37% of employers inspected were not compliant.  

There is going to be a great need for support to firms on compliance. The private sector has stepped in to 
help with initiatives such as Return2Work. Opening safely may be easier than it looks as seen in Makgetla’s 
report on company experience so far. All workplaces will need far more support in redesigning workplaces 
and aligning them to health protocols.  

A well-trained inspectorate will be needed to monitor and enforce standards.  Runciman (2020) speaks to 
the significant shortfall in occupational health and safety inspectors even in normal times. The DoEL may 
have about 670 inspectors available for Covid-19 compliance work, to service more than 1,8 million firms. 

The economic rebound will be stronger, the fuller and faster business support is delivered to 
slow down retrenchment and closures.  It will still be needed even as the economy re-opens  
Fuller coverage of business and wage support is required to reduce the risk of retrenchment and/or closure, 
and raise confidence in an economic rebound. This is needed during the lockdown, but also afterwards.  

The majority of firms have been required to shut down. Recently operating in a shrinking economy means 
that many firms were already challenged. Support is needed to carry firms through to the other side, 
reducing the extent of retrenchment and closure. The more firms and workers are still in place, the greater 
the chance of having a healthy economic rebound.  

Statistics South Africa (2020) snap business survey shows that by the end of April, after about five weeks 
of the level 5 lockdown, 48% of firms indicated temporary closure, almost 9% had permanently closed, 36% 
had made short term lay-offs of staff,  46% expected their workforce size to decrease in the first half of 
May, 30% said they could survive less than a month without revenue and 55% said they could survive 
between 1 and 3 months. Firms smaller than R2 million annual turnover are worst affected. Only 22% say 
that they do not intend to apply for assistance (remembering that about 9% had shut down).  

The broad economic impact of the lockdown means that existing channels for programme delivery are not 
necessarily suited to the needs of this crisis.   

The approach should aim to ensure broad coverage and sufficient to secure the desired behaviour. This 
means wage support, deferring tax payments, low-cost bridging finance, loan and other payment holidays 
by extending payment periods, rental concessions and similar. Some examples are given below: 

• Wage support. The Department of Employment and Labour has mobilised the UIF to deliver a 
specially designed payment called Covid19TERS which firms can apply for in the case of temporary 
lay-offs. The UIF have strengthened their systems electronically to expand payments accordingly. By 
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May 21st, the UIF had made R1,8 billion in ‘ordinary’ payments and almost R14,1 billion in 
Covid19TERS payments in respect of 2,5 million workers (DTIC 2020a). This is about one-fifth of 
formal workers.  This expanded activity represents a heroic effort on the part of UIF. However, Francis, 
Ramburuth-Hurt and Valodia (2020) show that in Level 5 and 4 lockdown, respectively only 40% and 
55% of all employees would be allowed to work. This aligns well to what firms say in Statistics South 
Africa’s (2020) snap business survey.   

This would have greater impact in this crisis if a Covid19TERS type grant were automatically paid to 
formal firms via SARS. This could be done according to a set of rules and guidelines, with funds clawed 
back through the tax system where firms didn’t ultimately need the funds or were operating through 
the period. This idea is more fully argued in Altman 2020. 

• Bridging finance. A proposal that has been implemented initially targets lending volumes of R200bn, 
using funding from the SA Reserve Bank and, in time, a guarantee fund that accesses grants and 
concessionary funding. One of the design suggestions was made by Theobald 2020. 

Van Rensburg and Neer (2020) report on limited reach of business support in a snap survey of 2,280 
small firms by Heavy Chef.  It shows that 66% of relief applications submitted have not been successful. 
The context is one in which ¾ of smme’s say they would not survive a lockdown beyond July and 1/3 
had reduced salaries by 75% to 100%. They are concerned that the loan guarantee scheme will do a 
better job at supporting well-established firms that are larger than R10m, leaving about 85% of smme’s 
in the cold.  

They recommend that funding be channelled through non-bank and fintech lenders (who are not 
currently supported by government) who have ‘cashflow-based lending models and use risk scorecards 
and data driven approaches, rather than collateral-based models”. They say that about R10 billion has 
been channelled to 100,000 smme’s over the past five years, making it relatively well-established. The 
Covid-19 pressure for smme support could act as a push for innovation and investments that drag SA 
kicking and screaming into a new era where small business has a fighting chance.  

• Paying suppliers. There are other pre-existing commitments that could be implemented to support 
business survival. Government at all spheres paying its suppliers up to date is an immediately 
implementable opportunity. 

Informal traders could thrive in this period. Let them operate subject to health guidelines, 
support their supply chains and get them online. 
About 2,9 people operate informally, of which 1,1 million people operate in informal trading.  

Policy makers are asking questions about how to support informal traders throughout this period. The best 
possible way of supporting these businesses is to let them operate subject to health restrictions.  

In the first five weeks they could sell fruit and vegetables and from May 1st they could sell from the same 
list as all other retailers. They should be able to trade any sort of wares that their customers need. This will 
be possible from June 1st.  

Low-income households do not keep significant stocks at home. They need food, but what if they also 
need a light bulb, matches, shoes, a kettle, a pot or anything else. In townships, especially in a lockdown, 
the informal trader is an essential service for all that they sell daily. 

A requirement that they are spread out, wear masks, keep items disinfected, and get (government-funded) 
testing once a week should be sufficient. Customers would need to heed social distancing rules, wear a 
mask, and not dally in groups. Much of this is covered in the Department of Small Business Development 
notice #450, issued on April 6th. However, this notice required that traders obtain a permit from municipal 
offices many of which are closed. Gauteng Province introduced an innovative mobile app service for 
informal traders in mid-April. It has the added advantage of allowing geo-coded location validation for 
traders that are situated in one place and those that trade on the move. In future this will enable geospatial 
monitoring. 

The informal traders will benefit from the decision to top up the Child Support Grant for six months. The 
CSG reaches 7 million  households. A topping up of the CSG is likely be spent with informal traders during 
a lockdown. Bassier, Budlender, Leibbrandt, Zizzamia and Ranchhod(2020) find there is a 40% overlap 
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between CSG recipient households and informal traders. Emphasizing cash grants over food parcels, and 
then supporting supply chains to informal traders ensures the commerce happens in the community. 

Those losing their jobs due to the lockdown should be actively channelled back into work 
opportunities so that they don’t join the long-term unemployed.  
The number of unemployed is set to rise significantly.  The numbers will likely swell  from the current 6.7 
million to more than 9 million over the course of 2020. If supportive policies work, half of jobs lost may 
be restored by 2022.  Unemployment will stay elevated for 2 to 3 years, even in the best scenario. 

There will be a different sort of group of long term unemployed. These will be people who were gainfully 
employed. The loss of jobs due to a temporary supply side shock leading to inactivity for 1 – 4 years can 
have the effect of turning a fully active member of the labour force into the psychology of marginalisation.  

The transition back into work when it does become available again must be supported. Examples of 
interventions in this regard include: extended UIF payments, re-training and education, and government 
employment programmes.  

In this context, slowing youth entry to the labour market will have to be a consideration. This may simply 
involve implementation of existing commitments around post-school education and training.  

The economy will need new sources of growth and employment. We need to get the foundations 
in place to enable quick movement on these 
It is also worth considering big-growth-game-changers that could give a dynamic boost. Some criteria are 
needed – for example, one does not foresee much international movement of people for some time.  
Dynamic activities have the character of being job creating and having significant linkages especially into 
supply networks. Some examples include: pumped up social housing construction, maintenance and 
refurbishment of public buildings, public transport systems construction, implementation of the IRP and 
associated IPP energy investments such as battery storage, and much more meaningful expansion of 
agriculture and related industries. Eventually we will want to think about a more ambitious domestic 
tourism drive. A faster rollout of ubiquitous affordable broadband, combined with allowing online sales of 
anything and the stimulation of fintech would be transformative of the South African business landscape. 
Enabling informal traders to order online and warehouse could also be transformative of township 
enterprise. 

Special approaches will be needed for industries that may take time to open such as tourism, hospitality, 
restaurants, beauty services and the arts. These sectors account for a large proportion of employment, and 
especially of women and youth. Innovative strategies must be found to figure out how to open sooner-
than-later. For example, the Chinese have introduced ‘COVID passporting’ that allow free movement of 
those who are indicated as “green”. There should be an opportunity for controlled tourism – for example 
of green passport Chinese tourists visiting controlled destinations in SA. In the meantime, special financial 
support may be needed to maintain infrastructure and hotels so that core capacity is not lost.  
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Annexures 
Tables and Figures 
 

Table 2: Covid-19 Employment Trajectories 
Scenario 1 – Bridge Collapses (note 2) 

  2019 2020 2021 2022 2023 
GDP growth (annual) 0,2% -20,0% 13,2% 2,0% 1,0% 
Total employment 16 420 13 136 14 350 14 551 14 638 
jobs lost/gained over the year ('000s) -108 -3 284 1 214 201 87 
strict unemployment rate 29,1% 43,2% 38,0% 37,1% 36,8% 
employment elasticity (note 1)   1,0 0,7 0,7 0,6 

Scenario 2 – Unfinished Bridge (note 3) 
  2019 2020 2021 2022 2023 
GDP growth (annual) 0,2% -15,0% 8,5% 3,0% 1,0% 
Total employment 16 420 13 957 15 144 15 462 15 570 
jobs lost/gained over the year ('000s) -108 -2 463 1 186 318 108 
strict unemployment rate 29,1% 39,7% 34,6% 33,2% 32,7% 
employment elasticity   1,0 1,0 0,7 0,7 

Scenario 3 - Immediate Covid19 economic protective measures draw bridge (note 4) 

  2019 2020 2021 2022 2023 
GDP growth (annual) 0,2% -10,0% 6,6% 3,0% 1,0% 
Total employment 16 420 14 778 15 754 16 084 16 197 
jobs lost/gained over the year ('000s) -108 -1 642 975 331 113 
strict unemployment rate 29,1% 36,2% 31,9% 30,5% 30,0% 
employment elasticity   1,0 1,0 0,7 0,7 

Scenario 4 – Bridge repaired and travel possible again (note 5) 
  2019 2020 2021 2022 2023 
GDP growth (annual) 0,2% -10,0% 8,0% 3,5% 2,5% 
Total employment 16 420 14 778 15 961 16 352 16 638 
jobs lost/gained over the year ('000s) -108 -1 642 1 182 391 286 
strict unemployment rate 29,1% 36,2% 31,0% 29,4% 28,1% 
employment elasticity   1,0 1,0 0,7 0,7 

Source: Employment and unemployment figures for 2019 sourced from StatsSA QLFS Q4 2019. Modelling to 
connect lockdowns to loss of output and tax impacts was prepared by Intellidex. 

Notes: 

1. Employment calculation = last period employment x GDP growth x employment elasticity.	
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2. In Scenario 1, we modelled the potential impact on employment and growth if the 35-day level-5 lockdown 
were followed by a two-month level-4 lockdown in May and June, a level 5 lockdown in July, a level 4 
lockdown in August and September.  The risk-adjusted strategies start to come into play thereafter, shifting 
to a level 3 lockdown for October, November and December.	

The employment elasticity (measuring the % change in employment relative to a % change in GDP) in 
South Africa has been about 0.6 to 0.7 for at least 30 years. This ratio tends to be high due to very weak 
productivity growth. The modelling for the scenarios assumes the employment elasticity is high during the 
lockdown, meaning that the decline in output has an unusually significant impact on employment. This is 
explain the constraints imposed on labour intensive activity, and the especially destructive impact of the 
lockdown on small and medium sized firms. In Scenario 1, it is assumed that the employment elasticity is 
low in 2021 since output restores but employment does not bounce back at the same rate. This is explained 
by expected business failure and scaling back.  

That the loss of tax revenue exceeds the 25% tax to GDP ratio is explained by: falling tax buoyancy, tax 
relief given during Covid, introduction of extra-legal activity in areas such as tobacco sales, …… 

3. In Scenario 2, we modelled the impact of the following: 35 days in Level 5, followed by Level 4 in May, the 
re-introduction of Level 5 for 19 days in June, shifting back to Level 4 for 10 weeks, and then ratcheting 
down from Level 3, 2 and 1 to December.	

We assume a high employment elasticity on the way down in 2020 due to the focus of the lockdown on 
labour intensive activities. With 15% of GDP lost in 2020, we then model a partial rebound of about 66% 
of output regained in 2021 with an employment elasticity of 1. In Scenario 2, we see a high employment 
elasticity again in the rebound as the extent of business failure and lost economic capacity is less than that 
found in Scenario 1. 

4. Scenario 3 is modelled on 35 days in Level 5, 30 days in level 4, and a glide down from Level 3 to Level 1 
between June and December 2020. 	

There is a high employment elasticity in 2020 on the way down as the lockdown focuses on constraining 
labour intensive activities. And there is a high employment elasticity in the rebound back up. This is 
because less capacity is lost in Scenario 3 as compared to Scenario 1 or 2. 

5. All assumptions in Scenario 3 carry over into Scenario 4, except that structural reforms and the ability to 
stimulate growth inducing activities. The outcome in 2020 is the same. The difference is seen in 
subsequent years. 
	

 

 

Table 3: Ratio of interest payments as a percentage of tax revenue collected (%) 
 

Scenario 2018/19 2019/20 2020/21 2021/22 2022/23 
1 12.6 13.6 25.3 26.1 29.1 
2 12.6 13.6 21.3 21.4 22.8 
3 12.6 13.6 18.7 18.4 19.1 
4 12.6 13.6 18.5 16.7 16.9 

 
Table 4:  Tax revenue lost over three years 
 

Scenario  Revenue gap (Rbn) 
1 -1562,2 
2 -1064 
3 -686,4 
4 -370,1 

Notes: Calculated as comparison between 2020 Budget Medium Term Expenditure Framework tax revenue 
forecasts and Tax revenue expected in the four scenarios over the same three year period.  
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Table 5: The distribution of employment across sectors in 2019 

  ‘000s 
% of total 

employment 
Total employed 16 420   
  Formal sector (Non-agricultural) 11 331 69,0% 
   Mining 424   
   Manufacturing 1 488   
   Utilities 112   
   Construction 894   
   Trade 2 117   
   Transport 680   
   Finance 2 282   
   Community and social services 3 325   
   Other 9   
  Informal sector (Non-agricultural) 2 918 17,8% 
   Mining 5   
   Manufacturing 232   
   Utilities 8   
   Construction 456   
   Trade 1 132   
   Transport 332   
   Finance 286   
   Community and social services 467   
   Other     
  Agriculture 885 5,4% 
  Private households 1 286 7,8% 
   
  000s UE rate 
Unemployed 6 726 29,1% 
Discouraged unemployed 2 855   

StatsSA: QLFS Q4 2019    
Figure 2: Number of Employees in each industry by size of firm, formal and informal 2017/18 

 
Source: StatsSA QLFS average of four quarters Q3 2017 to Q3 2018. Provided by Neva Makgetla of 
TIPS 
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WHO Guidelines on transitioning from lockdowns and closure 
 

Four key components to managing transitions and modulating restrictive measures 

1. Public health and epidemiological considerations must drive the decision-making process. 

2. Available capacity for dual-track health system management to reinstate regular health services, while 
at the same time continuing to address COVID-19. 

3. Leveraging social and behavioural perspectives as tools for responsive engagement with populations. 

4. Social and economic support to mitigate the devastating effects of COVID-19 on individuals, 
families and communities. 

Six conditions should be used as the basis to implement/adapt transitioning of measures 

1. Evidence shows that COVID-19 transmission is controlled. 

2. Sufficient public health and health system capacities are in place to identify, isolate, test and treat all 
cases, and to trace and quarantine contacts. 

3. Outbreak risks are minimized in high vulnerability settings, such as dense settlements, long-term 
care facilities (i.e.nursing homes, rehabilitative and mental health centres) and congregate settings. 

4. Preventive measures are established in workplaces, with physical distancing, handwashing facilities 
and respiratory etiquette in place, and potentially thermal monitoring. 

5. Manage the risk of exporting and importing cases from communities with high-risks of transmission.  

6. Communities have a voice, are informed, engaged and participatory in the transition. 

Four cross-cutting mechanisms that are essential enablers throughout the transition process 

1. Governance of health systems. 

2. Data analytics to inform decisions. 

3. Digital technologies to support public health measures. 

4. Responsive communication with populations. 

Source: WHO (2020), SAGE (2020) 
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