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 COVID-19 has been described as the third and 
greatest economic, financial and social shock 
of the 21st Century, after 9/11 and the Global 
Financial Crisis of 2008.  It brings with it 
economic and social consequences, as well as 
a change in human behaviour.  Indeed, these 
are unchartered territories and unprecedented 
times. For South Africa it’s a double edge 
sword, just after being downgraded into a 
negative status by the rating agencies, and 
now the COVID – 19 forcing the country to go 
into a five-week Lockdown until the first of 
May 2020. In addition, the country late last 
year saw the unemployment rate reaching 
29.1 % as the gap between the rich and poor 
continues to widen.  In March 2020 STATSA 
announced that Real Gross Domestic Product 
(measured by production) decreased by 1,4% 
in the fourth quarter of 2019, following a 
decrease of 0,8% in the third quarter of 2019.  
Now with the Advent of the Corona Virus 

scourge, it has forced major disruption in the 

value chains of the major economic sectors 

and a steep drop in consumption together 

with a collapse in confidence. Stringent 

measures that are being applied by the 

Government (National Lockdown 

Regulations), albeit essential to contain the 

virus, are thrusting our economies into an 

unprecedented “deep freeze” state. In fact, 

the Food agriculture organisation (FAO) 

highlighted that prior to this pandemic 

already, there was a large number of the 

population without food. The pandemic 

exacerbates to the crisis which was already 
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there. Fig 1 indicates some of the possible 

impacts of the pandemics.  

 Fig 1: Possible impact of COVID-19 on 

food supply chains  

Source: FAO (2020) 

COVID-19 affects both the demand and 

supply side of the economy. Sequel to 

Covid-19 pandemic the country’s gross 

domestic product (GDP) could slump by 

between 8% and 10% in 2020 and more than 

a million jobs could be lost. The 

government’s fiscal deficit could rise to as 

high as 10% of GDP; far worse than the 6.8% 

of GDP, or R370-billion, outlined in the 

February Budget for 2020/21. The 

International Monetary Fund(IMF) has 

predicted that global growth will contract by 

3% this year lamenting that this “the great 

lockdown” the worst recession since the 

great depression, and “far worse” than the 

global financial crisis of 2008/9.  

The questions that comes to mind are; (1) 

What is the socio-economic impact of 



COVID-19 to Sub Saharan and South 

Africa in particular? (2) What happens to 

households hit by drastically reduced 

incomes, especially those with exposed 

occupations (e.g., tourism or restaurants) or 

unstable incomes (e.g., independent 

workers), as well as the poorest households 

with little savings?  STATS SA (2020), 

indicated that the largest negative 

contributors to growth in GDP in the fourth 

quarter of 2019 were the transport, storage 

and communication industry and the trade, 

catering and accommodation industry.  

 South African Government has responded 

by establishing a solidarity fund, a number of 

Fiscal stimulus packages have been put in 

place as highlighted in Fig 2 below. In 

Addition, the South African government has 

requested for a loan from the IMF to deal 

with the pandemic. 

 

Source: Industrial Development Corporation SA 

 While these and other measures have been 

put in place, they are necessary but not 

sufficient.  Whatever, action imposed by the 

Government has vast social and economic 

costs. Many households will have depleted 

savings or large debt and will need to save 

more and consume less. Similarly, firms and 

financial institutions will need to rebuild 

their balance sheet and be less able to invest. 

It stands to reason that even aggregate 

demand will remain depressed for an 

extended period after the pandemic is over.  

There is a fundamental change in behaviour. 

Calderon et al. (2020) states that on the 

demand side, consumers and firms will tend 

to defer spending when facing the Knightian 

uncertainty that is currently associated with 

the nature, strength, and length of the 

COVID-19 crisis. In previous crises, 

households and entrepreneurs postponed 

purchases and delayed investments.  

Socio-economic disruptions will inevitably 

have an impact on the country’s stability. On 

the supply side, there is a discrete drop in 

employment that goes beyond the number 

of people infected by COVID-19. It also 

includes a decline in employment as a result 

of workplace closures and travel bans. The 

resulting output contraction can be partly 

mitigated due to digital technology and 

cloud-based collaborative software and 

databases. 

With no known treatment or vaccine for the 

disease, the only means of containing its 

spread is large-scale social distancing, 

isolating patients, and quarantining those 

who have been exposed to the virus. After 

this lockdown, will the economy ever 

recover? Will my child will ever sit 

comfortably next to another child at school 

or in kindergarten? Will the workplace be 

ever the same again? How can we ensure 

these stimulus packages include targets on 

environmental performance, social 

cohesion, and economic governance? 
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