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Introduction

This study is part of the socio-economic impact of COVID-19 on
households in South Africa by the United Nations in South Africa

under the technical leadership of the United Nations Development
Programme.

This report focuses on how COVID-19 will drive temporary and long-

term changes in poverty levels in South Africa and the classification of
households that are at risk.
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Methodology

This study uses three complementary methodologies:

(i) a microsimulation multivariate probit model estimating the impact of
COVID-19 on household poverty in South Africa using data from the
South African National Income Dynamics Study (NIDS).

(i) a dynamic macroeconomic non-financial Computable General
Equilibrium Model (CGE) calibrated to a 2015 Social Accounting Matrix
(SAM) updated to 2017; analysing the impact of COVID-19 on economic
rowth, unemployment and inequalities within a framework of an
ptimistic and pessimistic scenarios in consideration of the situation
efore COVID-19, and

1i1) qualitative analysis — 2 surveys — hospital workers and general public

dministered in English, Zulu, Xhosa, Setswana, Sepedi and Sesotho

ata collected --- May 25th - June 3rd, 2020

delling done during Lockdown 5. Data evolving






Key Findings: Macro

Three main transmission channels spearheading phenomenon, and
associated responses, namely internat"trade markets, domestic

demand, and domestic supply channe

The pathways can be summarised:

International commodity Price (Imports and exports)
Domestic Demand

Domestic Supply (Capital utilisation and Labour supply )

Before COVID-19  Optimistic Pessimistic ‘
Severity of health infections and duration of lockdown
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Percent Change in Value Added Compared to BaU

in 2020, Sectors Producing Non-Essential Goods and Services

Figure 5
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Figure 6: Percent Change in Value Added Compared to BaU
in 2020, Sectors Producing Essential Goods and Services
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Government Revenue and Balance, Percentage Variation

Government Primary Budget Surplus Government Gross Revenue
Period
Business as COVID COVID Business as COVID COVID
Usual Optimistic Pessimistic Usual Optimistic Pessimistic
2019 -2.6 -2.6 -2.6 0.6 0.6 0.6
2020 -2.8 -3.8 -4.2 0.8 -1.7 -2.6
2021 -2.9 -3.9 -3.9 0.8 1.4 1.8
2022 -3.1 -3.8 -3.5 0.9 1.5 2.5
2023 -3.2 -3.8 -3.3 0.9 1.4 1.9
2024 -3.3 -3.7 -3.1 0.9 1.4 1.9

11



ousehold

chotte et

Key Findi

The model follows Lopez-Valy,
al. (2018) by defining Po

Poor - chro

Non- Poor -

The multivark’

each of the pov
WENYS

r
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The table presents the transition from
poor to non poor across the five waves.
The data shows that about 85% of poor
households are still poor during the next
period (2 years later).

The chance of being poor is, on average,
52 percentage points higher for the poor

in the previous period than for the
nonpoor.

Poverty
Status,
year t-1
Non-Poor

Poor

All

Poverty dynamics in South Africa

Poverty Status, year t

Non-Poor Poor
67.04 32.96
14.95 85.05

27.81 72.19
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Change In poverty headcount indices, COVID-19
compared to BaU Scenario (Percentage point)

0,66%

B Upper Poverty Line Lower Poverty Line

0,52%

0,46%

0,35%

0,00%

2020 2021 2020 2021



Change in Gini Index, COVID-19 compared to BaU Scenario (Percentage point)

0,23%

0,16%

—
-0,01%
-0,03%
2020 2021 2020 2021
Optmistic COVID Pessimistic COVID
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MOST VULNERABLE TO LEAST VULNERABLE

PROBABILITY
OF BEING
AFFECTED BY
cCOVID-19

By Demographic

_ chance of falling into poverty |

- i . P

ONLY ONE working adult and
ONE child.
female, Black African,

permanent work contract

—'_ chance of falling into poverty

L W

two adults, with only one
working,
female, Black African,

casually employed

_ chance of falling into poverty

ONLY ONE working adult and ONE
child. male, Black
African,

permanent work

contract

18



Odds ratio of Exiting out of the middle class (or
elite) into poverty or vulnerability

Death of a household member — T —
Death of a non-resident family member who assisted financially — To—
Fall in labor income (>=10%) (nhumber of workers constant) — —@—
Fall in the number of workers — @
Fall in the number of workers (household size constant) Or
Additional working adultvin the household — @
Female —o—
Colored — o

Asian/Indian | @

White | @
Household size @)
Traditional area — —@—
Farms — L
I 1 I 1 I | 1 I |
O 1 2 3 4 5 6 7 8 9
Odd i



Conclusion

@ Vulnerable hospital workers that are 65 years and above are interestingly more
motivated and take on more workload. There is some evidence that they feel protected
though only significant at 10% level relative to young workers. The motivation of older
workers is also confirmed in workers aged 55 and 64.

... Doctors and nurses feel less protected than other workers but feel a bit anxious than
= others though not significant. Public hospital workers are less motivated, less exhausted,
and feel less protected relative to private hospital workers.

Policymakers need to take note of these issues with older workers on workload and,
@ most importantly, the gender aspect of worker situation.




Key Findings: Perceptions
o - confidence In the Government's ability to

COVID-19. Lockdown i1s effective In
lling the COVID-19 outbreak.

60% - enough knowledge about infectivity
irulence, whereas 69.2% feel they have
knowledge about protection and prevention

ction of COVID - 109.

no greater perceived food shortage. Most
Yegular food items were easily available.
ery outlets limited quantities on bulk
In order to stretch food items and to

ed food additional food spending
would eat less food. skib meals and




Doctors feel physical and mental exhaustion sometimes A /
more than nurses and other workers. Nurses have less ’-Q[ /

motivation to work than doctors and other workers. = 'v.;l ( ;
Po—— ¢ ,

Workers that indicate that they feel protected are also Y

more likely to be motivated, indicating that hospitals that
protect their workers also get motivated workers that are
important for recovery during COVID-19.

Exhausted workers are also more likely to be anxious,

and high workload also increases anxiety. Protection and
anxiety are not correlated



Female workers are less motivated, less v ‘
anxious, more likely to feel a high workload, and . ™ /
feel less protected. /



Twelve key Emerging Messages

1. Economic growth (GDP) will decrease by 5.1% i
much as 7.9% in the pessimistic scenario. It m
economy to return to the pre-2019 levels unle

\/
2. A Government rescue response, stimulus pac :

typically targets businesses and the chronically po
households below the upper-level poverty line increase
lower middle class; the number of households falling I
Increases due to COVID-19.

3. While support to these households in chronic poverty group continues to be essential,
this study makes a case for other categories of households that should be pr dto
at least preserve poverty levels before COVID-19. The transient poor, and vul®erable
poor are an essential group that needs special attention in line with the country’s
poverty reduction strategies. A government policy to maintain the current poverty

rate for inctance woiild inchiide maintainina income and evnanditiire of hoiricehnlde




Twelve key Emerging

4. Poverty levels will increase by 0.45% (albout 2
optimistic scenario and by 0.66% (about 38 ho
scenario in 2020 and more households will “
be critical for government support to be e i

geography, education, household size, household pov
skill levels, and form of employment.

b. COVID-19 is complicating income exclusion with the
the black population.

6. 34 percent of households are likely to exit the middle class into vulneﬁity.
a

1. The households whose employment type changes from perman to
contract employment have a 44 percent chance of falling into poverty. Switching

contract types from permanent to temporary Is a coping mechanism for many,
hiicinaccace affartad hvww CON/ID_.10



Twelve key Emerging Messages

8. A household that is pushed from permanent employme
after the six-month stimulus package of iIs over will have

falling into poverty. ‘
9. 54 percent of households pushed out of per t

stimulus package will likely to fall into poverty. Semi and
hardest hit. The negative impact of COVID-19 is higher
assistance than on those who receive social protection.

10.  Technology and digitisation has proven to be a ‘“human rights” as it
redefined access to work, income and schooling during the lockdown periods

necessitated by Covid-19. ’
11. Doctors and nurses feel less protected than other workers. Public hospita
workers are less motivated, and feel less protected relative to private hospital
workers. 2%
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Policy Rcommendations

Policy interventions need to pay specific attention to those persons hurt the most by COVID-19.
Broadly, a strategic thrust in interventions is usually targeted towards persons most
disadvantaged in terms of poverty, inequality, and sectoral/production impact. A new dimension
added by this study is that intervention responses mitigating the impact of COVID-19 need to be
differentiated by predicted losses.

. Households — poverty level, size, location and gender dimensions
. Workers — skills and education levels; informal sector - reskilling, capacity building

. Sectors — SMMEs and non-essential sectors, informal sector - boosting liquidity measures, tax

deferrals, job support. Digitisation

. Its is critical that measures are taken for medical workers in public hospitals and for doctors and

nurses to feel more protected. This can be promoted through ensuring a safer environment and

Increase equipment and staff.
27






