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Accompanying Appendix 
 

Accompanying Document to “COVID-19 labour market impact assessment on Southern African 
Development Community”, October 2020, by Ilan Strauss and Josh Rosenberg. Written for the ILO and 
SADC. 

2 Section 2 Appendix: Macroeconomic and Labour Market 
Snapshot Prior to COVID-19 

 
2.1 Macroeconomy: Overview and Vulnerabilities 
COVID-19 hit SADC’s economies as vulnerabilities were already building-up on their 
own pre-existing momentum due to a slowdown in GDP, driven by slowing exports and 
investment spending, and resulting declines in tax revenue and government spending. 
This section summarises these trends briefly. 
 
Despite impressive gains made in almost all SADC economies over the past decade and 
a half across a range of indicators (for example Figure 1 below), including GDP and 
employment (Figures 2 and 3), growth has slowed in these variables since the 2008 
global financial crisis (Figures 4, 5, and 6). 
 
Figure 1. Access to Electricity across SADC Economies, 2000-2019. 

 
Source: World Bank World Development Indicators. 
Note: Massive gains in social indicators have accompanied the SADC regions impressive growth rates since 2000. 
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Figure 2. GDP comparison across SADC economies, 2000-2019 (log scale). 

 
Source: World Bank Development Indicators 2010 constant US$. 
Note: Growth has been strong across the SADC region, with the notable exception of Zimbabwe, who in real terms has seen 
almost no growth in its economy since 2000. Mineral dependent economy of Angola saw the largest growth slowdown since 
2014, with Namibia, Lesotho, Mozambique and South Africa hit hard too. Log scale has to be used in order to compare very 
different values (over time and/or across countries say) on the same y scales. 
 
Figure 3. Total Employment by SADC Country, by labour market size (thousands), 2000-
2019.  

Source: ILOStat. 
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Figure 4. GDP growth by SADC Country, 2000-2019. 

Source: World Bank World Development Indicators 2010 constant US$. 
 
Post-2008 we see a large slowdown in GDP growth rates for most SADC economies, 
especially for major mineral, metals, and natural gas exports, namely Mozambique, Angola, 
South Africa, and Zambia (Figure 5 below). However, Eswatini, Madagascar, and Mauritius were 
also hit very hard highlighting a generalised deterioration in the external environment as demand 
for tourism and light manufacturing exports lowered, and agricultural conditions (in both 
demand and supply) deteriorated further.  
 
This did not translate directly into slower employment growth for all of these economies 
(Figure 6 below), with significant unevenness, reflecting differences in data quality and coverage 
but also different labour market flexibilities, export structures, and government policies. For 
several countries with large divergences between GDP growth and employment growth in the 
post-2008 period, this can be explained by accumulating government debt and external 
vulnerabilities, for example Mozambique, Angola, and Zambia. In contrast, South Africa’s fiscal 
policy was less pro-cyclical leading to more employment losses, except for government 
employment which grew considerably during this period.1 Eswatini and Malawi, and Lesotho to 
a lesser extent, all saw large employment gains post-2008. This may reflect the fact that Eswatini 
and Lesotho saw improvements in their trade balance in the post-crisis period contributing less 
negatively to GDP on average, while for Malawi investment as a % of GDP increased (See 
Appendix). 
 

 
1 Stats SA, 2019. Quarterly Labour Force Survey Trends, 2008-2019 Q4. 
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Figure 5. Boxplot Summary of GDP Growth across SADC Economies, before and after 
2008 GFC. 

 
Source: World Bank World Development Indicators 2010 constant US$. 
Note: Zimbabwe note shown due to it being off the scale. Zimbabwe shows a very negative boxplot in the first period followed 
by a recovery (positive boxplot statistics) for the second period. 
 
Figure 6. Boxplot of Employment Growth for SADC countries by time period. 

 
Source: ILOStat. 
 
That the GDP slowdown was driven by demand shocks, rather than present supply shocks, can 
be seen by Figure 7 below showing the decline in CPI rates post-2008. This fall in price is 
consistent with demand declining relative to supply, at least in the short-term. As supply adjusts 
to a shortfall in demand prices then tend rise.   
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 5 

 
Figure 7. Boxplot of Inflation Rates (% change in consumer prices), across SADC 
economies, before and after 2008 GFC. 

 
Source: UNCTADstat 
Note: Zimbabwe excluded due to it being off the scale for the first period with very high variation. 
 
The slowdown in GDP growth post-2008 reflects declining exports relative to imports for 
many SADC countries, and in turn declining tax revenues, with debt levels and foreign 
exchange earnings deteriorating in turn.  Figure 8 highlights declining trade balances. A 
negative trade balance deducts from GDP as well as using up valuable foreign exchange, absent 
which imports cannot be paid for. Almost all SADC countries have negative trade balances ‘on 
average’ during the post-2008 period, amount to around -20% of GDP for 5 countries, and even 
more for Lesotho and Mozambique. Only Angola appears to have a positive trade balance. 
 
SADC’s negative trade balance among its member states is reflecting in an increasingly 
negative current account balance (Figure 9 below). The current account is equal to the sum of 
the trade balance plus the balance on investment income (going into and out of the country paid 
and received on investments made abroad and foreign investments owned in the SADC country 
in question). Only four SADC countries had largely positive trade balances in the post-2008 
period. Even then most of the deterioration only occurred since 2014 when commodity prices 
fell. 
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Figure 8. GDP boxplot summary of Trade Balance to GDP across SADC economies, 
before and after 2008 GFC. 

 
Source: UNCTADStat.  
Note: Trade balance is defined as exports less imports divided by GDP. 
 
Figure 9. GDP boxplot summary of Current Account to GDP across SADC economies, 
before and after 2008 GFC. 

 
Source: UNCTADStat. 
 
 
As a result of a deteriorating trade balance, SADC countries have turned to external 
sources of financing. This is reflected firstly in positive inflows through the financial 
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account, which, though are needed more than ever, have declined post-2008 (Figure 10 below). 
A negative current account, by definition, creates a reliance on inflows through the financial 
account to ensure the balance of payments is in ‘balance’ – since reserves cannot be drawn down 
continuously to compensate for the net foreign exchange shortfall. All SADC countries except 
the Comoros have seen fewer net inflows of portfolio and foreign direct investment flows into 
their economy, making it more difficult to finance imports and government spending. This in 
turn places pressure on these sectors as facilitators of employment generation and stability. 
 
Figure 10. GDP Boxplot Summary of Financial Account to GDP across SADC 
Economies, before and after 2008 GFC. 

 
Source: UNCTADStat. 
 
Despite this, debt to GDP figures from IMF (October 2019) show a decline for most 
SADC countries since 2008 (Figure 11 below). Debt levels have, however, increased dramatically for 
several SADC countries since 2014 (not evident from boxplot below). But not overall to the highs of 
the early 2000’s when debt write-offs took place for  several SADC countries under the 
enhanced Heavily Indebted Poor Countries (HIPC) initiative.2 As a result of external pressure on 
government finances, Mozambique, for example saw its real public expenditure per person being 
reduced by 21% for example between 2015-2018. While in Zambia this was cut by 15%. Debt 
servicing costs in Mozambique and Zambia were 23% and 35% of total government revenues 
during these years.3 Even though access to global bond markets had dramatically expanded for 
African economies during this period costs were still very relatively high at 7-12% to borrow in 
Eurobonds, despite record low interest rates globally, owing to large accumulating external 
vulnerabilities. Angola for example raised $3bn from a bond sale in November 2019, its first 
since securing an IMF support package in 2018. Despite this, debt was close to 100% of GDP by 

 
2 For example, see: The International Monetary Fund and the World Bank 2001. Debt Relief for Poverty Reduction: The Role of the 
Enhanced HIPC Initiative. August 2, 2001, online: https://www.imf.org/external/pubs/ft/exrp/debt/eng/index.htm ; and Alberto 
Espejo and Anna Unigovskaya . “Debt Relief Bringing Benefits to Africa”. IMF Survey:  IMF Policy Development and Review 
Department February 25, 2008, online: https://www.imf.org/en/News/Articles/2015/09/28/04/53/socar022508a  
3 Financial Times. 2020. Debt ‘crisis’ in poor countries driving public spending cuts. Available: https://www.ft.com/content/658bb918-
9214-4470-8e81-808a0bce6fa9.  
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the end of 2019. As a result, interest costs on dollar bond issuance was 8% for a 10-year maturity 
and 9.125% for a 30 year.  
 
External debts of sub-Saharan African countries have risen sharply as a whole, from $235bn in 
2008 to $634bn in 2019, according to the IMF, or from 21% of GDP to 36% of GDP.4 Even 
when government spending has been low, debt service payments have been growing due to 
weakening currencies and due especially to lower commodity prices.5 By December 2019 already 
almost 20 African countries were already under IMF financing arrangements – though this has 
expanded dramatically under COVID-19.6  
 
Figure 11. GDP boxplot summary of Debt to GDP across SADC economies, before and 
after 2008 GFC. 

 
Source: IMF World Economic Outlook October 2019. 
 
Since 2009 labour markets in Africa have similarly undergone widespread transformation. These developments 
are detailed below, and include growing urbanization rates, improving employment rates for women, declining 
employment for youth, and structural transformation in employment towards tertiary employment sectors especially. 
 
2.2 Labour: Overview and Vulnerabilities 
 
Continuous GDP growth and state investments in the provision of vital social services 
has seen a wide-ranging transformation of SADC’s labour markets. This is reflected in a 
growing urban population as a % of total population as more of the domestic economy takes 
place within cities and capitalist production (for exchange rather than for self-consumption) – 

 
4 Financial Times. 2020. Surging dollar, coronavirus and oil slump hit emerging economies. Available: 
https://www.ft.com/content/69fc6e2a-69d3-11ea-a3c9-1fe6fedcca75.   
5 In Nigeria, debt repayments were two-thirds of government revenue by January 2020 reflecting a collapse in revenue due to low 
oil prices, since public debt was still only 20% of GDP, see: https://www.ft.com/content/28f402ee-45d4-11ea-aee2-
9ddbdc86190d.. 
6 For the list of Sub-Saharan African countries receiving IMF financing under COVID-19 see: 
https://www.imf.org/en/Topics/imf-and-covid19/COVID-Lending-Tracker#AFR  
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Figure 12. This also means that a larger portion of SADC’s rural sectors are now connected to 
city production rather than rural, though no good data on this transformation exists. 
 
Figure 12. Urban Population by SADC Country, by labour market size, 2000-2019. 

 
Source: ILOStat. 
 
A key part of the transformation of GDP has been structural (Figure 13 below).  As 
domestic demand increases, domestic greater value added is provided into mining and 
manufacturing, and tourism increases. Together this has seen employment shift in most SADC 
countries towards the tertiary sector. This also reflects increases in government employment, in 
relative terms. These transformations have been widespread but have not taken place across all 
SADC countries, with Angola and Zimbabwe standing out, and Botswana to a lesser extent. 
Outside of these economies, the employment share of the tertiary sector has expanded 
considerably, with Mauritius, Madagascar, Malawi, and South Africa all notable examples of this 
trend.  
 
More detailed breakdowns of employment composition by sector can be found in the Appendix. 
 
Which sections of the labour market have benefited from the growing urbanized and 
structural transformed economy which many SADC economies are experiencing? 
Arguably all sectors have benefited from greater access to earnings opportunities, even if this 
means that official statistics of unemployment and the labour force may have grown during this 
period. But some have benefited more than others: 
 
Youth employment (as a % of total employment) has declined across SADC countries, 
except in Madagascar and Mozambique (Figure 14. below). This reflects a combination of 
growing birth rates relative to death rates, lack of access to jobs in government for younger 
workers, entrenched labour market systems, insufficient education and training (including 
apprentice schemes) and highly machine-intensive mineral production which is unable to absorb 
the labour surpluses. 
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Figure 13. Broad Employment Composition as Proportion of Total for SADC Countries, 
2000-2019. 

 
Source: ILOStat. 
 
Figure 14. Youth Employment as % of Total Employment by SADC Country, 2000-2019.  

 
Source: ILOStat. 
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Figure 15. Africa’s youth is at high risk as large portions are not in employment, 
education or training (NEET), 2018. 

 
Source: ILOstat modelled estimates. Share of youth aged 15-24 not in employment, education or training (NEET). 
 
Women employment has increased as a share of total employment for many smaller 
SADC labour markets and South Africa. For larger labour markets little or no progress has 
been made. To some extent women job growth as a % of total has gone hand-in-hand with an 
expansion of tertiary sector work, as women are more likely to work in supermarkets, as cashiers 
at banks, and sell fruit and vegetables on the side of the road, for example. Mauritius, Comoros, 
and South Africa all, for example saw expansions in the tertiary sector and female employment 
during these periods (Figures 13  above and 16 below). Mozambique and Lesotho saw progress 
being wiped out while Eswatini saw a decline after 2011/2012. 
 
Quality of employment metrics show a different story for women. Data and studies, 
however, show clearly that women’s overall employment situation remains worse off relative to 
men’s and other portions of the population, owing to their jobs often being lower paid, in the 
home, and in rural settings. Together this makes them subject to greater poverty levels than men. 
This is partly due to official and unofficial mechanisms which limit job opportunities and 
investment for women in the economy.  Some indications are that quality of employment is improving too, 
though with many vital gains still required to be made. 
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Figure 16. Women employment as % of Total Employment by  SADC Country, 2000-
2019.  

 
Source: ILOStat. 
 
One way we indirectly assess changing employment quality and progress for women, and other 
sections of the labour market, is through the vulnerable employment metric which we create, as 
the sum of own account work and family work (where women are disproportionately 
represented). This is based on the ICSE definitions. Figure 17 shows that vulnerable 
employment has in fact declined for most SADC countries. Eswatini, Angola, and Madagascar 
all instead show builds-ups in precarious employment till 2008 (or 2016 in the case of Eswatini) 
and then declines subsequently.  
 
Figure 17. Vulnerable Employment as % of Total Employment by SADC country, 2000-
2019.  

 

Angola
DRCMadagascar

Malawi

Mozambique

South Africa

Tanzania
Zambia

Zimbabwe

Botswana

Comoros

Eswatini

Lesotho

Mauritius

Namibia

Larger LM Smaller LM

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018
32

34

36

38

40

42

44

46

48

50

38

40

42

44

46

48

50

52

54

56

Em
pl

oy
m

en
t W

om
en

 %

Angola

DRC

Madagascar

Malawi

Mozambique

South Africa

Tanzania

Zambia

Zimbabwe

Botswana

Comoros

Eswatini

Lesotho
Mauritius

Namibia

Larger LM Smaller LM

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024

15

20

25

30

35

40

45

50

55

60

65

10

20

30

40

50

60

70

80

90

Pr
ec

ar
io

us
 %

 o
f E

m
pl

oy
m

en
t



 13 

Source: ILOStat. 
Note: Author definition based on sum of ICSE variable for ‘own account’ workers plus variable for ‘family work’. 

 
A summary of key labour market indicators is below in Table 1, disaggregated by age and gender 
for 2019, to further contextualise the labour market structures before COVID-19.  
 
Table 1. Key Labour Market Indicators Snapshot for SADC Countries, by age and 
gender, 2019. 

Source: ILOstat 
Notes: Seychelles data not available 
  

Country Age Total (%) Men (%) Women (%) Total (%) Men (%) Women (%) Total (%) Men (%) Women (%)
15+ 6.9 6.8 6.9 77.5 78.9 76.1 72.2 73.5 70.9

15-24 16.0 16.8 15.2 56.5 54.7 58.4 47.5 45.5 49.5
15+ 18.2 15.3 21.2 70.8 76.9 65.4 57.9 65.1 51.5

15-24 37.4 31.2 44.5 44.4 47.5 41.4 27.8 32.7 23.0
15+ 4.3 4.1 4.7 43.3 49.9 36.6 41.4 47.9 34.9

15-24 9.9 11.2 8.6 13.8 13.2 14.4 12.4 11.7 13.1
15+ 4.2 5.0 3.4 63.5 66.3 60.7 60.8 62.9 58.7

15-24 8.0 10.1 6.2 35.3 32.1 38.5 32.5 28.9 36.1
15+ 22.1 20.6 23.7 52.5 56.8 48.5 40.9 45.1 37.1

15-24 46.6 44.1 49.3 25.2 26.1 24.4 13.5 14.6 12.4
15+ 23.4 20.3 27.1 67.9 75.9 60.2 52.0 60.5 43.9

15-24 33.7 29.6 39.3 43.2 49.9 36.5 28.7 35.1 22.1
15+ 1.8 1.7 1.9 86.1 88.9 83.4 84.6 87.5 81.8

15-24 3.1 3.3 2.9 74.9 77.0 72.8 72.6 74.5 70.7
15+ 5.7 4.7 6.6 76.7 81.1 72.6 72.4 77.3 67.8

15-24 7.5 7.0 8.1 61.9 63.3 60.6 57.3 58.9 55.7
15+ 6.7 4.5 10.0 58.3 72.0 45.2 54.4 68.7 40.6

15-24 23.9 18.3 31.1 40.8 45.5 35.9 31.0 37.2 24.7
15+ 3.2 3.0 3.5 78.1 79.0 77.3 75.6 76.6 74.6

15-24 6.9 7.0 6.7 62.0 62.0 62.1 57.8 57.7 57.9
15+ 20.3 20.9 19.7 59.5 63.3 56.1 47.5 50.1 45.1

15-24 39.5 38.3 41.1 29.6 32.5 26.7 17.9 20.1 15.7
15+ 28.2 26.4 30.3 56.0 62.8 49.6 40.2 46.2 34.6

15-24 56.0 52.3 60.7 25.1 27.9 22.4 11.1 13.3 8.8
15+ 2.0 1.5 2.5 83.4 87.3 79.6 81.8 86.0 77.6

15-24 3.6 3.0 4.2 71.2 73.3 69.1 68.7 71.1 66.2
15+ 11.4 10.7 12.2 74.6 79.1 70.4 66.1 70.6 61.8

15-24 21.4 20.6 22.2 53.8 54.4 53.3 42.3 43.2 41.4
15+ 5.0 4.4 5.5 83.1 89.0 78.1 79.0 85.1 73.8

15-24 8.1 7.2 9.1 74.2 80.1 68.5 68.2 74.3 62.3
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2.3 Miscellaneous  
 

Table 2. Selective Real GDP Forecasts for 2020 by the IMF. 

 
Source: IMF, World Economic Outlook, April 2020. Appendix Tables. 
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Figure 18. Labour Productivity by SADC country, 2000-2019. 

 
Source: ILOStat for total employment and World Bank World Development Indicators for GDP constant LCU. 
Note: Defined as output per worker.  
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Figure 19. GDP mean value by period and SADC Country, pre- and post-2008 GFC. 

 
Source: UNCTADStat. 
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Figure 20. Broad Employment Composition as Proportion of Total for SADC Countries, 
2000-2019. 

 
Source: ILOStat. 
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Figure 21. Detailed Employment Composition as Proportion of Total for SADC 
Countries, 2000-2019. 

 
Source: ILOStat. 
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Table 3. Key Labour Market Indicators Snapshot for SADC Countries, by age and 
gender, 2019. 
 

Source: ILOstat. 
Notes: Seychelles data not available. 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

Country Age Total (%) Men (%) Women (%) Total (%) Men (%) Women (%) Total (%) Men (%) Women (%)
15+ 6.9 6.8 6.9 77.5 78.9 76.1 72.2 73.5 70.9

15-24 16.0 16.8 15.2 56.5 54.7 58.4 47.5 45.5 49.5
15+ 18.2 15.3 21.2 70.8 76.9 65.4 57.9 65.1 51.5

15-24 37.4 31.2 44.5 44.4 47.5 41.4 27.8 32.7 23.0
15+ 4.3 4.1 4.7 43.3 49.9 36.6 41.4 47.9 34.9

15-24 9.9 11.2 8.6 13.8 13.2 14.4 12.4 11.7 13.1
15+ 4.2 5.0 3.4 63.5 66.3 60.7 60.8 62.9 58.7

15-24 8.0 10.1 6.2 35.3 32.1 38.5 32.5 28.9 36.1
15+ 22.1 20.6 23.7 52.5 56.8 48.5 40.9 45.1 37.1

15-24 46.6 44.1 49.3 25.2 26.1 24.4 13.5 14.6 12.4
15+ 23.4 20.3 27.1 67.9 75.9 60.2 52.0 60.5 43.9

15-24 33.7 29.6 39.3 43.2 49.9 36.5 28.7 35.1 22.1
15+ 1.8 1.7 1.9 86.1 88.9 83.4 84.6 87.5 81.8

15-24 3.1 3.3 2.9 74.9 77.0 72.8 72.6 74.5 70.7
15+ 5.7 4.7 6.6 76.7 81.1 72.6 72.4 77.3 67.8

15-24 7.5 7.0 8.1 61.9 63.3 60.6 57.3 58.9 55.7
15+ 6.7 4.5 10.0 58.3 72.0 45.2 54.4 68.7 40.6

15-24 23.9 18.3 31.1 40.8 45.5 35.9 31.0 37.2 24.7
15+ 3.2 3.0 3.5 78.1 79.0 77.3 75.6 76.6 74.6

15-24 6.9 7.0 6.7 62.0 62.0 62.1 57.8 57.7 57.9
15+ 20.3 20.9 19.7 59.5 63.3 56.1 47.5 50.1 45.1

15-24 39.5 38.3 41.1 29.6 32.5 26.7 17.9 20.1 15.7
15+ 28.2 26.4 30.3 56.0 62.8 49.6 40.2 46.2 34.6

15-24 56.0 52.3 60.7 25.1 27.9 22.4 11.1 13.3 8.8
15+ 2.0 1.5 2.5 83.4 87.3 79.6 81.8 86.0 77.6

15-24 3.6 3.0 4.2 71.2 73.3 69.1 68.7 71.1 66.2
15+ 11.4 10.7 12.2 74.6 79.1 70.4 66.1 70.6 61.8

15-24 21.4 20.6 22.2 53.8 54.4 53.3 42.3 43.2 41.4
15+ 5.0 4.4 5.5 83.1 89.0 78.1 79.0 85.1 73.8

15-24 8.1 7.2 9.1 74.2 80.1 68.5 68.2 74.3 62.3
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3 Section 3 Appendix: Qualitative Employment Risk Impact Risk 
Assessment 

This section contains technical details on how the qualitative risk assessment was calculated. We 
start off by reproducing the main table before discussing each column’s construction further. 

Table 4. 2020 Employment Risk and Vulnerability Analysis for SADC Countries from 
COVID-19 Shock (low, medium, high risk). 

 General Primary Secondary Tertiary Women Youth Social 
Protection 

Remittance 
Risk 

Export 
Risk 

Finance 

Angola Medium High Low Medium High High Medium Low Low High 
Botswana Medium Low Low Medium Low ND Medium Low Low Low 
Comoros High Low Medium ND High High High High Low Low 

DRC Medium Medium Low Low High High High Medium Low Low 
Eswatini Low Low ND High Low High High Medium High Low 
Lesotho Medium Low High Medium Low ND Medium High* Medium Low 

Madagascar Low Low Medium Low High High High Medium Low Low 
Malawi Low Low ND Medium High High High Medium Medium Medium 

Mauritius High Low High High Low Low Low Low Medium Medium 
Mozambique Low Low Medium Low High High High High Low High 

Namibia Medium Low Medium Medium Low ND Low Low Low Low 
Seychelles High Low Medium High ND Low Low High Medium Low 

South Africa High Low High High Low High Low Low Low Medium 
Tanzania Low Low Low Low High High Medium Low Low Low 
Zambia Low Low Medium Low High High Medium Low Low High 

Zimbabwe High Low Medium Medium High High High High Low Low 
Notes: Risk level is relative to each country as risk cannot be standardised. Where information is insufficient, risk level is left 
blank with “ND” indicating no data. Employment risk indications are informed by quantitative and secondary qualitative 
literature where necessary. Estimates do not account for planned or implemented mitigation strategies.  
Sources: Google COVID-19 Community Mobility Reports for cumulative workplace and residential mobility changes from 
January baseline volumes and duration, International Monetary Fund (IMF) for real GDP per capita growth forecast for 2020 
(Column 1 on general employment risk); data from the IMF used for commodity net export price index terms of trade changes 
(Column 2 on primary sector employment risk); manufacturing share of employment data from ILOstat (Column 3 on secondary 
sector employment risk); Google COVID-19 Community Mobility Reports for cumulative retail and recreation and grocery and 
pharmacy mobility changes from January baseline volumes, Google Search Trends for changes in online travel search popularity 
(Column 4 on tertiary sector employment risk); ILOstat used for vulnerable occupation share of employment by gender (Column 
5 on women’s employment risk); ILOstat used for vulnerable occupation share of employment for youth (Column 6 on youth 
employment risk); ILO report used for social assistance coverage across 8 key programmes and their anchoring in national 
legislation (Column 7 on social assistance); World Bank data used for remittance share of GDP (Column 8 on remittance risk); 
Export risk by destination uses data from The Observatory of Economic Complexity and World Integrated Trade System 
(Column 9 on export risk by destination); Risk of fiscal space (Column 10) uses debt-to-GDP ratios from the IMF World 
Economic Outlook, October 2019. 

General employment risk is classified as very high (High+) if in Table 5 (below) the general total 
value is less than -6000, high if between -6000 and -3000, and medium if more than -3000. 
Where data is unavailable, a GDP per capita proxy is used (see main text) with very high risk 
(High+) being a change more severe than -8%, high risk between -8% and -3%, and medium risk 
less than -3%. Primary sector risk is based on changes in net export commodity price index 
changes (main text for Figures), where changes since January 2020 larger than a -10 point move 
indicate high risk, between -10 and -5 medium risk, and less than -5 or positive being low risk. 
Secondary sector employment risk analysis is based on manufacturing share of employment only 
(see Table in main text), with high risk associated with manufacturing share of employment of 
more than 10%, medium risk between 4 and 10%, and low risk less than 4%. Tertiary sector 
employment risk is high if inn Table 6 (below), the Tertiary Total is less than -8000, medium risk 
between -8000 and -4000, and medium risk more than -4000. Employment risk for women is 
measures relative to men and thus have only high or low risks. Where the share of women’s 
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employment is higher than men’s in vulnerable occupations, we classify women’s employment 
risk as high, and low if not. Youth employment risk (ILO definition ages 15-24) is (Figure in 
main text) is classified as high if vulnerable youth employment share exceeds 85%, and low if less 
than 85%. Social assistance risk (Table in main text) is defined as high if either the coverage of 
social assistance covers less than 3 programmes or where no legal coverage is available in the 
sickness or unemployment programmes, medium risk is if there are between 3 and 6 
programmes, and at least limited or in kind coverage for sickness and unemployment protection, 
and low risk if there is both coverage in 6 or more programmes, and full legal protection for at 
least one of sickness or unemployment programmes. Remittance risk is defined as high if 
remittance to GDP ratio is higher than 10%, medium risk between 2 and 10%, and low risk less 
than 2%. Export destination risk (by main export partner region) has Asia representing lower 
risk, European Union (EU) medium risk, USA and Africa highest risk. Where more than one 
export region is specified, this is deemed as lower risk where Asia is one of the main regions. 

3.1 General Employment Risk 
Below high frequency data from Google’s Community Mobility Reports7 data on workplace and 
residential trends are analysed since February 2020 to proxy for general loss of employment risk. 

Since no country faces “low” general employment risk, we adjust the ratings for general 
employment risk from medium, to high, to high+ risk.  

Main text shows the change in movement to places of work compared to normal conditions (a 
baseline measured between January 3rd to February 6th).  Member states with the largest 
decreases in returning to work are Angola, Botswana, Mauritius, Namibia, South Africa, 
and Zimbabwe, all of whom experience a reduction in workplace visitation of more than 50% 
compared to their ‘normal’ baseline. Botswana and Namibia have the fastest return to work figures, 
with Mauritius and Zimbabwe returning to near-’normal’ levels slightly later. Angola and South 
Africa have not returned to previous averages for workplace visits, with South Africa plateauing 
near a -35% decline relative to ‘normal’ levels for some months. Mozambique, Tanzania, and 
Zambia have not seen material decreases in workplace visits, which is promising in terms of a less 
severe general employment risk. This would seem to be in part due to less stringent lockdowns or 
less adherence to voluntary social distancing. (The medium-term impact of these different 
lockdown policies on economic activity may, however, amount to the same thing if the virus spread 
more rapidly in countries which had less stringent lockdowns).8  

Figures in main text represents the change in total time people spend in their homes relative to 
normal periods (the baseline). This differs from the other mobility trends which measure changes 
in total visitors (‘volume’). The two trends generally align though: those not visiting their 
workplaces spend more time at home,9 common among the unemployed in countries with a lower 
ability to undertake remote work. Given that some workers might reasonably working remotely in 

 
7 The use of Google Mobility Data carries a few notable caveats. The data is biased towards those individuals with access to a 
smartphone and sufficient data, which is usually more applicable to those with higher incomes. We can also assume those with 
relatively higher incomes are those less likely to suffer job loss. Further, some metrics assume consistent locations such as 
workplaces, which is not always applicable for some informal sector workers or migrants. The metrics would also assume regular 
working schedules, which is not always the case. As such, we should consider the use of Google Mobility Data as carrying some 
bias towards those that are higher income earning, urban setting individuals, and not representative of the population.  
8 Lockdowns and voluntary social distancing both play parts in mobility deficits. See: https://blogs.imf.org/2020/10/08/covids-
impact-in-real-time-finding-balance-amid-the-crisis/ 
9 It may, however, also reflect less time spent consuming in person. 
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countries with more developed information and communication technologies (ICT) infrastructure, 
is only indicative of employment risk. 

As with declines in mobility to work, SADC countries with the largest increases in 
residential durations (reflecting we assume less time spent in the workplace), includes 
Botswana, Mauritius, South Africa, and Zimbabwe, all with increases of 40% at some 
point. Moderate increases of between 20% and 40% include Angola and Namibia, and relatively 
low increases of between 0% and 20% for Mozambique, Tanzania, and Zambia. These country 
findings are largely consistent with the first metric used above on the change in total visits. 

In attempts to quantify and compare the workplace and residential Google Mobility data between 
SADC countries, we sum the area between the blue curves in Figures in main text and the dotted 
horizonal red line, implying no change. These cumulative sums are shown in Table 5 below.10 
South Africa and Mauritius show the largest risk, followed closely by Zimbabwe (very high 
risk); and then Botswana, Angola and Namibia (high risk), and finally Zambia, Tanzania, 
and Mozambique (medium risk). 

Table 5. Workplace and Residential Mobility Changes during Q1 and Q2 2020. 

 

 

 

 

 

 

 
Source: Using Google COVID-19 Community Mobility Reports. 
Notes: Column General Total (column 3) subtracts Residential Total (column 2) from cumulative workplace total (column 1). For 
workplace totals, a negative number is bad, such that: red shading represents totals less than -5000, orange between -5000 and -
1500, yellow more than -1500. For residential totals, a positive number is now a bad thing: red shading represents totals more than 
2500, orange between 2500 and 1500, yellow below 1500. For General Total, red shading represents total less than -6000, orange 
represents totals between -6000 and -3000, and yellow represents totals more than -3000. 

Finally, GDP per capita is used instead if no Google Mobility Data exists for the SADC 
country. We anticipate larger general employment risks for those countries with higher forecasted 
reductions in GDP per capita for 2020 (taken from the IMF’s April forecasts). This is informed 
by Okun’s law. As a result, we anticipate severe general employment risks with forecasted GDP 
per capita contractions in excess of -8% for Seychelles and Comoros, high risk with contractions 
between -8% and -3% for Lesotho, Eswatini, Madagascar,  and the DRC, and medium risk with 
contraction of less than -3% for Malawi.  
 

3.2 Primary Sector Employment Risk 
Employment risk in the primary sectors of SADC members states are analysed using high 
frequency data with regards to each countries’ terms of trade. Because of relatively low 
manufacturing shares of employment in most SADC member states (see main text), most exports 

 
10 This gap may be positive or negative. 

Country Workplace Residential General Total 
Angola -2840 2411 -5251 
Botswana -2662 2730 -5392 
Mauritius -5520 2772 -8292 
Mozambique -319 1229 -1548 
Namibia -2529 1719 -4248 
South Africa -5426 3085 -8511 
Tanzania -1972 815 -2787 
Zambia -749 1482 -2231 
Zimbabwe -3203 3710 -6913 
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are in the form of raw materials making this measure particularly important for formal sector 
employment for many SADC countries.  

In the main text we highlight country trends with regards to their terms of trade since the start of 
2019. We observe positive increases for all countries since early 2020, except Angola and 
the DRC, with declines subsequently though remained elevated. Angola’s terms of trade in 
particular have collapsed due to depressed oil prices, relative to the prices of imports. As a result, 
we expect much larger employment risks for Angola’s primary sector relative to other SADC 
member countries, with low risks for all other SADC member countries, apart from the DRC who 
sees moderate risk.  

However, the ILO has warned of employment risks in the agricultural sector, as well as the 
importance of the sector’s continued output in mitigating food insecurity risk.11 Disruptions in 
local and international demand, transport routes, and value chains may aggravate food insecurity, 
as well as lead to higher employment risk in the primary sector. 

A second major caveat is that the above changes are not always large in the broader 
scheme of commodity price movements since 2000. This is the case for around half the 
SADC countries. For the other half, however, the movements since 2000 remains highly 
significant. Angola in particular is currently at levels not experienced since the early 2000s, 
indicating a large regression in their primary sector’s strength, with a high employment risk factor 
as a result with more than 10 point deterioration of their index since the start of COVID-19. In 
contrast since COVID-19 begun South Africa’s terms of trade have improved to historically high 
levels, not seen in decades. The DRC has more or less continued on their trend of deteriorating 
terms of trade, with a recent dip and subsequent recovery in line with the downward trend 
emerging in 2017/18. Other SADC member states are trading above or near to their June 2012 
levels, with notable trade term improvements since the start of 2020 for Botswana, Eswatini, 
Lesotho, Madagascar, Malawi, Mauritius, Namibia, Seychelles, South Africa, Tanzania, Zambia, 
and Zimbabwe. These improvements serve to mitigate potential employment risk in the primary 
sector, and subsequently we classify these risks as relatively low.  

3.3 Secondary Sector Employment Risk  
Secondary sector employment risk is discussed here in connection to export employment risk, for reasons 
discussed further below. In the main Table 4 (above), secondary sector employment risk is 
estimated based only on manufacturing share of employment. 

But secondary sector employment risk (and primary and tertiary to some extent) is 
difficult to differentiate from export employment risk, since most secondary sector 
production on the continent is exported, including the processing of minerals, metals, gases, 
and soft commodities locally. In this respect, Table 4, column 1, which considers a country’s 
main export destinations (in general) indicates high risk for Eswatini since its main export 
market is South Africa, who is experiencing a large contraction in GDP. Lesotho, Malawi, 
Mauritius, and the Seychelles are facing moderate risk in this regard due to their 
moderately risky main export destination partners (i.e. slower recoveries and / or deeper 
contractions), which we define as Africa or the USA, and Europe to a lesser extent.  

A countries’ manufacturing share of employment, column 2, is the preferred measure of 
secondary sector risk, due to the employment risks which the sector poses for the wider 

 
11 International Labour Organisation, 2020. COVID-19 and the impact on agriculture and food security.  
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economy. By this measure Lesotho, Mauritius, and South Africa face larger risks due to 
their secondary employment shares being in excess of 10% of total employment.  

Manufacturing exports are forecast to have a quicker recovery though than oil or other 
export dependencies, such as tourism (column 3). Recent manufacturing surveys from advanced 
economies bears this out.12  

3.4 Tertiary Sector Employment Risk 
Employment risk factors in the tertiary sector are proxied using Google Mobility data and 
the share of employment in the services sector. This analysis focuses on visits to retail and 
recreation destinations, as well as grocery and pharmacy destinations. These measures comprise 
the bulk of tertiary sector activity and are well-suited as an indication of employment risk. We 
compose an analysis similar to that of the general employment risk section. 

Retail and recreation mobility trends, illustrated in main text, give us a good indication of 
the extent of consumption changes in the tertiary sector. In some cases, the bulk of 
employment in the tertiary sector is in retail and wholesale trade, and so decreased revenues are 
likely to result in business closures, working-hour and wage reductions, and job-losses. The trends 
above show Angola, Botswana, Mauritius, Namibia, South Africa, and Zimbabwe having 
substantial decreases in retail and recreation foot traffic. All of the aforementioned have 
subsequently returned to near-baseline figures, except from South Africa, which remains below 
20% of its January averages. Mozambique, Tanzania, and Zambia all saw relatively smaller 
reductions in retail and recreation traffic, and have mostly recovered to January levels, with 
Mozambique has recovered consistently and is almost back to its baseline. 

Figures in main text represents changes in foot traffic to grocery and pharmacy outlets and is 
complimentary to the above. Mozambique, Tanzania, and Zambia all with less stringent 
lockdowns saw more activity. Angola, Mauritius, South Africa have seen large decreases 
in foot traffic to retail and recreation locations, and we expect large employment risks to 
their respective tertiary sectors as a result. Similarly, Mauritius, South Africa, and 
Zimbabwe saw large reductions in foot traffic to grocery and pharmacy locations.  

Similar to Table 5 previous, Table 6 shows the sum of lost activity during Q1 and Q2 2020, as 
proxied by Google Mobility data. Mauritius and South Africa have the highest tertiary sector 
employment risks (with totals of less than -8000); while Angola, Botswana, Namibia, and 
Zimbabwe have moderate risks (with totals between -8000 and -4000); and Mozambique, 
Tanzania, and Zambia have relatively low tertiary sector employment risk (with totals 
greater than -4000).  

 

 

 

 

 

 
12 IHS Markit. 2020. PMI surveys signal broadening out of global recovery by sector, but also bring signs of growth peaking. Available: 
https://ihsmarkit.com/research-analysis/pmi-surveys-signal-broadening-out-of-global-recovery-by-sector-but-also-bring-signs-
of-growth-peaking-Sep20.html 
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Table 6. Cumulative Retail and Recreation and Grocery and Pharmacy Mobility 
Changes, during Q1 and Q2 2020. 

 

 

 

 

 

 

 
 

Source: Google COVID-19 Community Mobility Reports. 
Notes: Authors construction. Tertiary Total adds cumulative grocery and pharmacy figures to cumulative retail and recreation 
figures. For retail and recreation totals, red shading represents totals less than -4000, orange between -4000 and -2000, yellow more 
than -2000. For grocery and pharmacy totals, red shading represents totals less than -2500, orange between -2500 and -1750, yellow 
above -1750. For Tertiary Total, red shading represents total less than -8000, orange represents totals between -8000 and -4000, 
and yellow represents totals more than -4000. 
 

The tourism industry is another measure of tertiary sector employment risk as some SADC 
economies, especially the island countries of Comoros, Mauritius, Madagascar, and 
Seychelles, have a relatively larger reliance and income generation from the tourism sector. Figure 
22 below highlights changes in Google search trend popularity, which can be used to proxy for 
tourism activity.13 

Over the course of 2020, we see weekly search term popularity decreasing for all countries 
relative to their week of maximum popularity. In some cases, highest popularity has been 
during 2020, which is likely due to the citizen repatriations undertaken by various governments. 
This aside, all SADC member states see relative decreases in travel search popularity, with the 
exception of Comoros, who has relatively low search volumes and thus higher volatility in their 
index. Counties with higher vulnerability to decreases in tourism activity include Comoros, 
Mauritius, and Seychelles. This can have strong knock-on effects on employment in connecting 
industries, which in these economies are vast.  

Figure 22 maps the extent of their impacts loosely, where we observe severe reductions in 
Google travel search popularity for Mauritius and Seychelles. These are likely to have large 
labour market impacts, and correspondingly high tertiary sector employment risks. Comoros 
search data shows a different trend, reflecting a much smaller tourism sector compared to its 
regional neighbours (and in turn more shallow, volatile, search data); as well as continued political 
uncertainty impacting tourism demand, with the 2020 presidential elections being highly contested 
by the local opposition. Slowing growth in South Africa may reinforce the tourism downturn in 
these economies, especially Comoros, as South Africa firms are major investors in their hotels and 
other tourism related infrastructure. Economies with larger domestic markets currently appear 

 
13 Irem Onder. 2020. Forecasting Tourism Demand with Google Trends: Accuracy Comparison of Countries vs. Cities. 

Country Retail & Recreation Grocery & Pharmacy Tertiary Total 

Angola -4138 -1698 -5836 
Botswana -3015 -1739 -4754 
Mauritius -6619 -5173 -11792 
Mozambique -2756 -961 -3717 
Namibia -3572 -1484 -5056 
South Africa -6231 -2985 -9216 
Tanzania -1932 -263 -2195 
Zambia -1057 -33 -1090 
Zimbabwe -4371 -2526 -6897 
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better able to whether the 2020 tourism downturn, as local tourism increases amidst ongoing travel 
restrictions in places like South Africa and Egypt.14  

Figure 22. Online Travel Search Popularity Index for Tourism Dependent Countries. 

 

Source: Google Search Trend Popularity Index. 
Notes: Trends for tourism intensive countries as defined by the IMF. Comoros data has more volatility due to relatively lower 
search volumes. 
 
Where Google Mobility Data is not available, we use the employment composition of each SADC 
member state to proxy the risk of employment loss that those in the tertiary sector face. We define 
the tertiary sector as those in public administration, community, social and other services and 
activities, as well as those in trade, transport, accommodation and food, and business and 
administrative services. Botswana, Eswatini, Mauritius, Namibia, and South Africa all have 
employment in the services sector over 50% and thus face relatively larger employment 
loss risk in the tertiary sector. The DRC, Madagascar, Mozambique, and Zimbabwe all face 
relatively low risk due to their share of employment in the tertiary sector being less than 30%, 
whilst Angola, Comoros, Lesotho, Malawi, Tanzania, and Zambia face medium risk with between 
30 and 50% of their work force in the tertiary sector. Whilst this does not track the risk to 
employment in the sector particularly well, it is indicative of the level of employment loss that the 
tertiary sector contributes to as a result of the impact of COVID-19 on front-facing industries.  
 
 
 
 
 
 
 
 
 
 
 
 

 
14 For example, The Economist notes that in Europe, demand for non-hotel accommodation is now down by just 20% year on 
year (August 2020), compared with 60% for hotels. In parts of America, demand is up by as much as 25% year on year. Online: 
https://www.economist.com/business/2020/08/31/staycationers-are-saving-hotels-and-airbnb-from-covid-
19?utm_campaign=later-linkinbio-theeconomist&utm_content=later-9786352&utm_medium=social&utm_source=instagram 
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Figure 23. Broad Employment Composition as Proportion of Total for SADC Countries, 
2000-2019. 

 
Source: ILOStat. 
 
3.5 Women Employment Risk 
Employment risk for women is an important due to their relative precarity in employment, as well 
as the traditionally higher burden of responsibility for home and carework. We focus on the relative 
‘vulnerability’ of women versus that of men, which we define by which occupations men work in 
(relative to men) and the approximate degree of risk of these occupations to loss of employment 
from COVID-19.  

Figures in main text shows employment risk for women based on their share of employment for 
certain occupations relative to men. Countries where women have higher proportions of at-
risk employment (relative to men), include Angola, Comoros, the DRC, Madagascar, 
Malawi, Mozambique, Tanzania, Zambia, and Zimbabwe , as shown by the green line being 
above the blue line.  

In general, SADC member states have high proportions of both men and women in at-risk 
occupations, with totals often exceeding 85%. Botswana, Eswatini, Mauritius, Namibia, and South 
Africa have slightly lower levels. Women tend to be more vulnerable to labour market shocks due 
to the larger shares of at-risk occupations, the burden of home and carework, as well as lower 

Tanzania, United Republic of Zambia Zimbabwe

Mauritius Mozambique Namibia South Africa

Eswatini Lesotho Madagascar Malawi

Angola Botswana Comoros Congo, Democratic Republic of the

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

0

25

50

75

100

0

25

50

75

100

0

25

50

75

100

0

25

50

75

100

Ag
g.

 S
et

or
al

 C
om

p.
 E

m
pl

oy
m

en
t

Agriculture
Construction

Manufacturing
Mining and quarrying; Electricity, gas and water supply

Public Administration, Community, Social and other Services and Activities
Trade, Transportation, Accommodation and Food, and Business and Administrative Services



 28 

labour market participation. With these intersections of precarity, women face particular 
employment risk versus their male counterparts. Although job losses are likely not to be larger for 
women in absolute terms due to their lower employment rates, they are very likely to face 
disproportionate decreases in employment in relative terms. Employment or income loss for 
women will have large social ramifications, especially for children. 

3.6 Youth Employment Risk 
Young people face increased employment risk in general as a result of their relative 
inexperience, higher turnover rates, and positions in more at-risk occupations. Young people are 
a relatively large demographic in Africa generally when compared to population demographics 
globally, and need to be adequately catered for in stemming job-losses. Unemployment stints for 
young people can stunt the trajectory of their careers, earnings potential, and productivity. 
Conversely, decreases in household income may increase the labour force of the youth as more 
people drop-out of education in search of a job to supplement the income lost by other family 
members. 

Figures in main text clearly shows the high employment risk that faces the employed 
youth demographic from COVID-19, as defined by the total share of at-risk occupations held 
by youth (relative to their total occupations). Those facing at-risk shares of youth employment of 
over 85% are at very high risk of severe youth employment risk, and include (in descending 
order of severity) Mozambique, Zimbabwe, Madagascar, Comoros, DRC, Malawi, 
Tanzania, Angola, Zambia, Eswatini, and South Africa. This partly reflects demographic 
differences between counties, different labour force participation rates of youth (with young 
people having entered the workforce more in these economies), larger informal sector markets 
with opportunities for youth work, and weaker training and education systems. Mauritius and 
Seychelles face relatively low risk by this measure with shares of at-risk youth employment 
at less than 85%. 

3.7 Worker Protection and Employment Risk 
Table in main text details the coverage and level of social protection in SADC member states, 
based on ILO data. Social protection is crucial in supporting vulnerable demographics most 
affected by employment precarity during COVID-19 including those with dependants, foreign 
nationals, the old, and the poor. Social protection also acts as an ‘automatic stabilizer’ to counteract 
the dampening effect of a business cycle downturn through the automatic dispersal of payments 
to qualifying recipients by the government. Considering the specific nature of COVID-19, the 
most important social protection measures we propose are sickness and unemployment support 
(bolded in main text table).  

Sickness provides workers with time-off work to ensure safe recovery from the virus, as well as to 
protect their working spaces and colleagues from further contraction risk. Unemployment 
assistance is crucial in supporting those who are retrenched or as a source of funding for wage 
subsidisation to avoid employment loss. Countries without any formal frameworks for either 
measure we define as relatively high risk. This is taken into consideration with regards to the other 
measures of social assistance, (notes to Table in main text).  

Comoros, the DRC, Eswatini, Madagascar, Malawi, Mozambique, and Zimbabwe are at 
high risk owing to patchy social assistance coverage. Angola, Botswana, Lesotho, 
Tanzania, and Zambia offer relatively broader support, and are at relatively lower risk of 
providing inadequate social assistance. In both cases, member states need to make available the 
maximum allocation of funding possible to support their workers. In such cases that formal 
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legislation does not guarantee this support, the careful and timeous process of developing those 
institutions should be started as soon as possible. Mauritius, Namibia, Seychelles, and South 
Africa face low risk, with at least 6 areas of social assistance covered and full legal 
grounding of support in either sickness or unemployment support. 

3.8 Remittance Risk – Households and Rural Dependants 
Remittances work to support essential household expenditures in Africa and SADC’s economies, 
including for household education.15 The World Bank has estimated a reduction of remittance 
receipts of up to 23.1% for sub-Saharan Africa.16 Figure in main text shows which SADC countries 
are at greatest risk from this. 

Lesotho, Zimbabwe, and Comoros are at greatest risk with Lesotho in particular having 
remittances in excess of 20% of GDP. Employment and health risks follow from this as essential 
household income is lost. High remittance costs aggravate the situation making it difficult to remit 
smaller amounts efficiently.17 DRC, Madagascar, Eswatini, and Malawi face medium risk with 
shares of remittances to GDP being between 2%-10%, with Mozambique, Seychelles, Mauritius, 
Tanzania, Zambia, Botswana, South Africa and Angola facing low risk with ratios of less than 2%. 

Migrants from Lesotho, Mozambique, Seychelles, and Zimbabwe are under threat of 
employment loss and remittance reduction in particular. This is due to their relatively large 
stock of out-migrants, mostly in South Africa. South Africa comprises nearly 60% of all migrants 
from SADC countries of origin. South Africa, as noted, has also had one of the more adverse 
labour market shocks, as well as a pre-existing history of xenophobic violence. This is of concern 
for migrant workers and families in South Africa due to their relative precarity in the employment 
market. Mozambique and Zimbabwe comprise the bulk of regional migrants (26% and 17% 
respectively), whilst Lesotho and Seychelles have high proportions of their populations as migrants 
(16% and 19% respectively). We deem these countries at high risk of remittance loss or reduction.  

A reduction in remittances may lead to adverse responses for recipients in countries of origin. 
Specifically, a reduction of remittances may lead to household members being more inclined to 
join the workforce, increasing educational dropout rates. Lower remittance receipt amounts reduce 
consumption expenditure too, with effects on nutrition and health. There is also the possibility of 
migrants who have lost their employment or incomes returning to their country of origin, 
increasing the labour force. Further, whilst remittances range in terms of their composition of 
GDP, it is forecasted that their impact will become more pronounced as FDI and ODA decrease.18 

 

3.9 Financing Capacity 
Given the limited fiscal space of many of the SADC member states, the financing of mitigation 
and recovery measures is a serious consideration. The severity of impact that COVID-19 has 
brought to the livelihoods supported by the labour market is substantial, decreasing tax revenue 
collection that supports fiscal expenditure. Borrowing is the best option in light of the 

 
15 Beine, Docquier, Rapoport, 2001. Brain drain and economic growth: theory and evidence. Journal of Development Economics. Vol 64 
(1). pp 275-289.  
16 World Bank, 2020. World Bank Predicts Sharpest Decline of Remittances in Recent History. Available: 
https://www.worldbank.org/en/news/press-release/2020/04/22/world-bank-predicts-sharpest-decline-of-remittances-in-
recent-history 
17 World Bank, 2020. World Bank Predicts Sharpest Decline of Remittances in Recent History. Available: 
https://www.worldbank.org/en/news/press-release/2020/04/22/world-bank-predicts-sharpest-decline-of-remittances-in-
recent-history 
18 World Bank. 2020. Migration and Development Brief 32: COVID-19 Crisis through a Migration Lens. 
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immediacy of the need for intervention, though pre-COVID debt levels should be considered as 
a dampening factor, as well as being indicative of the rates at which member states can finance 
mitigation and recovery measures.  

Angola, Mozambique, and Zambia face the largest risks of financing constraints due to 
their pre-COVID debt-to-GDP levels being over 80%. Malawi, Mauritius, and South Africa 
face moderate risk with debt-to-GDP levels between 60 and 80%, with the remaining SADC 
member states facing relatively low risk with ratios less than 60%. 

-*- 
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4 Section 4 Appendix: Econometric Model Details 
 

4.1 Further Employment Forecasting Details 
We use the historically estimated relationship between log(GDP) and log(employment) 
during 2000-2019 to provide econometric forecasts for employment losses for SADC 
countries for 2020. In this way, our model provides annual employment loss forecasts for 2020 
(only), arising from an annual shock to GDP in 2020. The exact time period of which these job 
losses manifests will depend on government’s policy response and the ability of the global 
economy to recover in 2021. 
 
This specification is guided by the fact that using the unemployment rate is less relevant 
for developing economies with low levels of official unemployment and high levels of 
underemployment, non-capitalist rural employment, and informal (often agricultural and 
domestic) labour. In these situations, unemployment rates tend to be very low and not 
particularly informative as to the state of the labour market. 
 
Given limited data, employment loss forecasts are based on a simple model whereby 
estimated annual GDP growth in 2020 is used to predict annual employment in 2020. 
This uses the historically estimated relationship between employment GDP for each SADC 
economy between 2000-2019 which our model measures. Predicted employment loss is equal to 
the difference between the actual 2019 employment level and 2020 employment predicted by our 
model. Instead employment losses could have been measured, for example, as the gap between 
the number of employed workers and the number consistent with employment growing at the 
same rate during the post-crisis period as the economically active cohort between the ages of 15 
and 65. But given data quality considerations we ruled out this slightly more complex approach.19  
 
The econometric forecasting model is described below.20 It is run on 15 countries 
(excluding the Seychelles) between 2000-2019, such that t (annual years) runs from 1 to 
20, and c (countries) runs from 1 to 15. This is the dimension of our data. Together this give 
us 300 data points (20 x 15) with which to estimate 38 parameters (see below), all of which are 
estimated concurrently. 
 
 

log(employment+[-]) = log	(GDP+[-]) + intercept+[-] +	ϵ+[-] + ϵ+:;[-] - Level 1 (Pooled)    

																																								+	intercept- + 	log	(GDP-) + ϵ-	                              - Level 2 (Country)             

 
The regression is a so-called ‘multilevel model’ because the model can be thought of as 
having two levels (each level has different subscripts):21 Level 1 runs a pooled regression 
which combines the data across all SADC countries and estimates a single common intercept 
and GDP slope governing the relationship to employment as a whole across all SADC countries. 
These coefficients are global ‘fixed effects’. They are unchanging across countries and reflect the 
average impact of GDP on employment across all SADC countries (and years). Level 1 estimates 5 

 
19 For this approach see: Wenjie Chen, Mico Mrkaic, and Malhar Nabar. March 2019. ‘The Global Economic Recovery 10 Years 
After the 2008 Financial Crisis’, Working paper WP/19/83. 
20 A more detailed overview of a similar model can be found in Strauss, I. and Yang, J. 2020. ‘Corporate Secular Stagnation: 
Empirical Evidence on the Advanced Economy Investment\ Slowdown’. INET Oxford Working Paper No. 2019-16. Online: 
https://www.inet.ox.ac.uk/files/Paper_1___Advanced_Economy_Investment_Rates.pdf 
21 Andrew Gelman and Jennifer Hill. 2007. Data Analysis Using Regression and Multilevel/Hierarchical Models. Cambridge University 
Press. 
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parameters: a global (pooled) slope of the log(GDP) variable, a pooled global intercept 
coefficient, two errors terms, and the standard deviation of the normal distribution.22 The two 
error terms is because Level 1 has an AR(1) error term ϵ+:;[-] to account for correlation over 
time between observations.  
 
It does not make sense to leave the model at having a level 1 only though. In practice, 
Figure in main text above showed us that the relationship between GDP and employment differs 
for each country due to data quality, actual economic differences, and different labour market 
sizes impacting the intercept in particular. Moreover, we want the model to generate predictions 
for each SADC country rather than only SADC as a whole and this requires country specific 
coefficients to be estimated. The country-level specific coefficients are estimated in level 2 and 
can be thought of as ‘random effects’, estimating unique coefficients for every country, reflected 
in each country having its own error term. Level 1 can be thought of as predicting variation 
which exists between all countries, while level 2 predicts variation within each country.  
 
Level 2 estimates an additional 2 parameters for each country: a GDP slope coefficient and 
an intercept coefficient for each country (30 country-specific coefficients in total), as well as 
another 2 standard deviation terms  which govern the degree of ‘partial pooling’ between each 
random effect group, plus 1 parameter which estimates the degree of correlation between 
different random effect parameters across countries. In total, therefore, level 2 estimates 33 
parameters.  
 
Since the model is Bayesian these random effect (country-specific) parameters are 
assumed to come from a single common distribution, reflecting different draws (or 
manifestations) of a single underlying phenomenon. This means that they are estimated 
together and come from a common normal distribution with a global mean and variance. This 
approach applies the benefits of regression (“regression to a mean”) to estimating these 
coefficients as they too are ‘regressed to a mean’.23 During this process the parameters ‘borrow 
strength’ from one another, meaning they learn from each other since they are all similar in 
certain important respects, by the assumption that they are estimates from a single common 
global joint distribution. In this instance, because the sample sizes are all the same, the extent to 
which one country learns from another when estimating its coefficients is based partly on how 
different the country’s data and coefficient estimates are from the global mean of each. This 
helps ‘regularize’ outlying estimates and data for any individual country, drawing them more 
towards the global mean. 
 
As a Bayesian model the regression it is estimated on the basis of Bayes’ rule, which 
involves calculating the posterior distribution of parameters (conditional on the data) based on 
sampling from the product of a likelihood function and a set of priors. We use a normal 
likelihood and a set of priors to allow for efficient inference. Our priors do not drive our results 
and are only weakly informative. We sample from the posterior using the brms package which 
uses R STAN’s sampling engine and backend.  
 
A range of other predictors (right hand side variables) were tested in the model, but were 
found to not improve the model’s performance. These included FDI inflows, U.S. interbank 

 
22 Level 1 estimates the mean of the normal distribution which governs log(employment), our left hand side variable. Level 2 
helps refine these mean estimates by accounting for variation within each country. Adding a year level to the model did not 
contribute meaningfully to the projections or model fit and so was left out. 
23 Andrew Gelman. 2017. Multilevel Regression as Default. Available: https://elevanth.org/blog/2017/08/24/multilevel-regression-
as-default/  
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rate, exports and investment spending relative to GDP, terms of trade indexes, global GDP 
growth, GDP growth in China, the USA, and Europe, and others. 
 
Theoretically, it is useful to stand back and ask if the above model makes sense in 
capturing how COVID-19 specifically is impacting SADC economies. COVID-19 is a 
unique shock in that it is related, at least initially, not to a lack of demand but to an inability of 
demand to be realised on the market (i.e. spent), due to the need to protect workers and the 
wider population from mass infection with the virus, either through lockdowns or through 
ongoing social distancing in both production and consumption. In addition, governments have 
provided unprecedented levels of support to workers such that in some cases, especially for 
middle- and upper-middle income economies, labour has received a wage income and has even 
not technically been fired, even while it receives a wage. Our analysis does not take this directly 
into account, namely that the impact on employment from the GDP shock may be uniquely moderated by 
government intervention, as workers remain technically employed still even though GDP has fallen. However, 
for most SADC economies government support is unable to be as comprehensive as in 
advanced economies, such that workers have in fact lost their jobs from the contraction in 
demand and the resulting knock-on effects on investment spending. We, therefore, assume for 
our model’s forecasts that GDP impacts employment in a similar manner to its historical 
relationship.  
 
We believe this assumption to be justified based on data coming out of economies across the 
world, including South Africa, where employment losses from COVID-19 have been several 
orders of magnitude higher than in the wake of the 2008 global financial crisis (GFC), just as 
GDP has contracted by several orders of similar magnitude more.24 More importantly perhaps, 
even though the nature of the COVID-19 shock is unique, its impact on the economy (the first 
link in the casual chain) still manifests in the same way as other shocks: as a contraction in GDP as total 
spending, total incomes, and total production – which by definition are equivalent at any point in time – 
contract.25 As a result still GDP provides an appropriate and useful summary measure of the 
severity of the impact of COVID-19 on the level of economic activity in SADC economies. 
 
The results of the above model which we focus on are the econometric employment 
projections, rather than the parameter values themselves, which are not of interest in and of 
themselves for us.26 These 2020 projections are based on using the model’s estimated parameters 
(slopes and intercepts for each country and for the global fixed effect averages), estimated for 
the 2000-2019 period using pre-existing data, and then inserting into the already estimated model 
the IMF data estimates for 2020 GDP, and seeing what the model predicts for total employment. 
 
 
4.2 Model Extension: By component of GDP (Descriptive) 
 
The two new levels of our regression model are detailed below: 
 
Level 1 – Across all Countries (single set of fixed coefficient) 

 
24 In South Africa the immediate employment contraction is roughly proportionate to the GDP shock. 3 million jobs were 
immediately lost from a 40% annualized contraction to GDP after COVID-19. At an annual rate GDP is expected to contract by 
around 8% with our model predicting 2.4 - 4.6 million job losses. While in the wake of the 2008 GFC, over a much longer period 
of time, 1 million jobs were lost after GDP contracted in the immediate months following it by roughly 2-2.5% at an annualized 
rate.  
25 GDP is equal to the sum of total final production of goods and services within the borders of a nation during a given period of 
time. This is equivalent, by definition, to the sum total of incomes, which is equal to the sum total of final expenditures.  
26 Discussing and plotting all 38 parameters for the model would take up too much space and is not relevant for our applied 
purposes. 
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log(employment+[-]) = log	(EX_GDP+[-]) + log	(GOVC_GDP+[-]) + log	(INV_GDP+[-]) +
intercept+[-] +	ϵ+[-] + ϵ+:;[-]  + 

 

Level 2 – Within each Country (country-specific coefficients) 

																																								intercept- + log(EX_GDP-) + log(GOVC_GDP-) + log	(INV_GDP-) + ϵ-	                               

 
These two levels are estimated concurrently. This model has the benefit of partially avoiding 
some of the overfitting of the benchmark model which estimates the impact of log(GDP) on 
log(employment).  This model’s fit still remains too tight though.27 Despite our small sample we 
are able to estimate several of parameters owing to the use of fairly informative ‘priors’. 
Although our priors are informative but do not appear to drive our results. 
 
4.3 Case Studies: How have Botswana and Lesotho been Impacted by COVID-19? 
This section assesses the impact of COVID-19 on Botswana and Lesotho’s labour market and 
wider economy using a mixture of sources, including the above econometric forecasts and data. 
They are not intended to be comprehensive. Aspects of wider relevance or interest are focused 
upon. Botswana and Lesotho are chosen due to them encompassing very different economic 
sizes, production structures, and labour markets. 

4.3.1 Case Study No.1. Impact of COVID-19 on Botswana’s Economy and Labour Market 
Botswana’s GDP is expected to contract by -8.9% in 2020. But due to mining output 
rebounding strongly, shortfalls in diamond supply in South Africa and Botswana’s lockdown being 
limited in duration, the expected contraction to GDP is less than the previous estimate of -13.3%.28 
The contraction is driven by mining shrinking.29  

Our econometric projections (Section 4) for employment losses for Botswana, based on a 
-9.5% contraction to GDP, are 36% of all jobs (formal and informal), placing it among the 
SADC countries with labour markets most at risk from COVID-19 (the fourth most in relative 
employment terms). This amounts to a median predicted job loss of 315 042 (with a 95% 
confidence interval from [257 340; 368 803]. It has a smaller labour market than the majority of 
SADC countries though and so its absolute employment losses are not as high.  

Apart from Mauritius and South Africa, Botswana has the highest rate of employment in urban 
areas, accounting for 60% of employment. More precisely, the majority are employed in ‘urban 
villages’ in Botswana.30 The impact of COVID-19 is first expected to hit urban workers particularly 
hard where productive activity and consumption is formal and takes place in closer quarters. 
Reductions in urban employment can have knock-on effects to rural livelihoods since often family 
members in cities support family members in towns and villages. After which, it is expected to 
trickle down, impacting rural areas particularly hard where poverty rates are higher and sources of 

 
27 In Bayesian econometrics the aim is not to fit the model perfectly to the data. That is overfitting. Instead a balance is sought 
between fitting the data and having a flexible model which can forecast out of sample data points well. This is summarized 
through the use of information criteria to guide model evaluation. 
28 Reuters. 2020. Botswana expects smaller economic contraction in 2020. Available: 
https://www.cnbcafrica.com/coronavirus/2020/07/15/botswana-expects-smaller-economic-contraction-in-
2020/#:~:text=GABORONE%20(Reuters)%20%E2%80%93%20Botswana%20expects,lower%20economic%20contraction%2
0in%202020.. 
29 World Bank. 2019. Macro Poverty Outlook for Botswana. Available: 
http://pubdocs.worldbank.org/en/531121492188153196/mpo-bwa.pdf. 
30 Statistics Botswana. 2019. Quarterly Multi-Topic Survey: Labour Force Module Report Quarter 3: 2019. 
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income and livelihoods and more informal. Based on past World Bank work, any large negative 
impact to rural development and households risks increasing inequality in Botswana. 

Botswana is highly reliant on diamonds for export revenue and in turn funding its imports, 
foreign exchange reserves, and government revenue and spending (with diamond revenue 
accounting for roughly 2/5 of revenue and grants),31 and 93.3% of imports in 2019.32 Exports to 
GDP are the fifth largest in SADC (amounting to around 50% of GDP) due to its largely export-
orientated production structure in diamonds, helping accumulate 14 months of import cover by 
Q1 2020.33  Historically Botswana had one of the best trade balances among SADC economies, 
contributing positively to GDP. This fell sharply after 2008, recovering slowly and coming to rest 
at a notable though still lower equilibrium level (Figure 24 below). Thankfully, Botswana’s terms 
of trade risks remain relatively low (Section 3) – even though global demand is expected to weaken 
going forward which may cause prices to fall once more supply becomes available. 

These export revenues from diamonds has helped ensure that it has the lowest debt to GDP 
ratio out of all SADC economies and has far more financial buffers to help moderate the impact 
of COVID-19 through government income and transfer mechanisms. Due to its consistently high 
mineral related revenues, government has access to the Government Investment Account (GIA)34 
for reserve financing to help it engage in larger countercyclical policy support than probably any 
other SADC country. However, in 2019 Botswana was already experiencing a persistent decline in 
mineral revenues and SACU transfers, compounded by drought.35 This meant that government 
financing is less abundant than previously. 

The reliance of the Botswana’s economy on diamonds for economic growth – and in turn 
an assessment of the impact ofCOVID-19 on employment – is overwhelming. Besides for 
export revenue and government revenue, investment drives demand (GDP) to a large extent in 
Botswana (Figure 24 below), reinforcing the importance of the mineral sector to GDP and 
employment (with 5/6th of investment being by the private sector). Since the 2008 financial crisis, 
spending has reoriented somewhat towards consumption and away from investment spending, 
thereby helping balance demand. Investment spending still accounts for around 30% of GDP. 
Government has also picked up the slack taken by the private sector since 2014 through increases 
in public sector wages, employment and social spending. 

The fall in diamond output has been driven by workplace stoppages along with a fall in 
global demand in China, USA, and India, while travel and tourism interruptions and 
restrictions aggravate the fall in services-related revenues. During Q2 2020, production at De 
Beers in Botswana decreased by 68% to 1.8 million carats, principally due to a nationwide 
lockdown from 2 April to 18 May and the implementation of COVID-19 measures to protect the 
workforce. Operations restarted from mid-May, with production at lower levels due to lower 
demand.36 There was, however, a much steeper production decline at De Beers’ non-Botswana 
mines during Q2 2020.  

 
31 Botswana. 2020. IMF Country Report No. 20/78 March 2020 2019 Article IV Consultation. 
32 MIT OEC from UN Comtrade. Available: https://oec.world/en/profile/country/botswana 
33 World Bank. 2019. Macro Poverty Outlook for Botswana. Available:  
http://pubdocs.worldbank.org/en/531121492188153196/mpo-bwa.pdf. 
34 For more and its relationship to the Pula Fund see: 
http://documents1.worldbank.org/curated/en/413221467997599192/pdf/98089-WP-Small-states-with-volatile-revenue-flows-
Box391504B-PUBLIC.pdf. 
35 Botswana. 2020. IMF Country Report No. 20/78 March 2020 2019 Article IV Consultation. 
36 De Beers Production Report, Q2 2020, available: https://www.debeersgroup.com/reports/production-report. During Q2, the 
demand for rough diamonds was significantly impacted by a combination of COVID-19 restrictions impacting consumer 
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Figure 24. GDP by Component, Botswana, 2000-2018.  

 
Source: UNCTADStat. 

Even though mining accounts for the vast majority of exports, most value added and 
employment is in trade, hotels, and employment, followed by government, and finance.37 
Mining only contributes few jobs directly,38 its employment contribution is instead indirect through 
providing government revenue and related services, and consumption and production linkages in 
other parts of the economy, including in trade, business travel, and mining services. As a result, 
the majority of Botswana employment (formal and informal) is in fact in services, increasing over 
the last decade at the expense of industry and agriculture (Figure 25 below), and in particular in 
government, followed by wholesale trade, which together account for around 280,000 jobs 
(compared to mining’s ~10,000 or so),39 or more than 1/3 of total employment. Although our 
model does not disaggregate employment losses by sectors, job losses can be expected to be fairly 
dispersed pro rata, given the strong interconnections within the Botswanan economy due to mining 
incomes facilitating most facets of expenditure and revenue. 

 

 

 

 
demand and access to Southern Africa, as well as severely limited midstream cutting and polishing capacity due to lockdowns, 
particularly in India. Rough diamond sales totalled 0.3 million carats (0.2 million carats on a consolidated basis)(2) compared with 
9.0 million carats (8.3 million carats on a consolidated basis)(2) in Q2 2019. The third Sight of 2020 was cancelled due to 
COVID-19-related travel restrictions and, in response to the unprecedented industry conditions, De Beers also offered 
Sightholders the option to defer up to 100% of their allocations at the fourth and fifth Sights. Rough diamond consolidated 
sales(2) in Q2 2020 decreased to $56 million (Q2 2019: $1.3 billion), driven by lower volumes and prices. 
37 See Statistics Botswana Data Portal. Available: http://www.statsbots.org.bw/. 
38 Statistics Botswana. 2019. Quarterly Multi-Topic Survey: Labour Force Module Report Quarter 3: 2019. Available: 
http://www.statsbots.org.bw/sites/default/files/publications/Quarterly%20Multi%20Topic%20Survey%20Labour%20Force%
20Module%20Report-%20Q3%202019.pdf. 
39 Statistics Botswana. 2019. Quarterly Multi-Topic Survey: Labour Force Module Report Quarter 3: 2019. Available: 
http://www.statsbots.org.bw/sites/default/files/publications/Quarterly%20Multi%20Topic%20Survey%20Labour%20Force%
20Module%20Report-%20Q3%202019.pdf. 
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Figure 25. Aggregate Employment by Sector, Botswana, 2000-2019. - 

 
Source: ILOSTAT. 
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Figure 26. Detailed Employment by Sector, Botswana, 2000-2019.  

 
Source: ILOStat. 

Botswana also shows significant risk of job losses for women and informal workers. Our 
model forecasts that around 20% of all job losses will be for informal workers, representing own 
account and family / home workers, who tend to be lower paid workers frequently existing on the 
margins of poverty. In addition, just above 50% of jobs lost will be for women although women 
account for around 47% of employment in Botswana and the majority of employment in the 
informal sector.40 The majority of poor in Botswana are female and rural.41 Women work mainly 
in the service sector, formal and informal. 42 Historically, most women in Botswana worked in 
health and social work, followed by other community services and finance43 indicating their 
reliance on government revenue and spending and the importance of maintaining these for this 
population, including local government during the COVID-19 crisis to protect employment for 
women. By occupation, women are today mainly located in sales, services, and elementary 
occupations making them vulnerable to job losses due to the inability to undertake remote work 

 
40 International Labour Organisation, 2018. Women and Men in the Informal Economy: A Statistical Picture. 
41 Van Klaveren et al. 2009. An Overview of Women’s Work and Employment in Botswana. Available: https://www.ituc-
csi.org/IMG/pdf/Country_Report_No5-Botswana_EN.pdf. 
42 Van Klaveren et al. 2009. An Overview of Women’s Work and Employment in Botswana. Available: https://www.ituc-
csi.org/IMG/pdf/Country_Report_No5-Botswana_EN.pdf. 
43 Van Klaveren et al. 2009. An Overview of Women’s Work and Employment in Botswana. Available: https://www.ituc-
csi.org/IMG/pdf/Country_Report_No5-Botswana_EN.pdf. 
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for many of these occupations and the reliance on consumer expenditure and disposable income.44 
Today, women are disproportionately employed through government’s ‘Ipelegeng’, it’s a Public 
Works Programme (PWP), highlighting the potential for its expansion and maintenance to help 
shield women from the worst of the COVID-19 crisis.  

Youth are also expected to be hit particularly hard by COVID-19 in Botswana. Similar to 
other SADC countries, youth have been ‘losing out’ in the labour market since the 2008 global 
financial crisis and are often employed in temporary, more informal, jobs, like in almost all SADC 
countries. Youth unemployment is double that of adult unemployment45 – approaching 40% while 
unemployment was at 20.7% prior to COVID-19 in 2019. Based on past recessions, this youth 
employment gap is likely to grow unless policies work to provide quotas for youth in a number of 
public and private training and employment schemes.   

The disproportionate impact of COVID-19 by lower-skilled occupation type and household 
social-economic status is reinforced by the fact that remote work remains possible during COVID-
19 for those with good internet connections and whose job is skilled enough to involve this sort 
of work. While in Botswana only around 50% of the population are internet users, as much as 
80% of the population is covered by at least a 3G mobile network.46 

Extreme poverty is expected to increase by 6.5% in 2020 in Botswana due to COVID-19.47 The 
present government recognised these challenges prior to COVID-19 with the completion of the 
draft National Poverty Eradication Policy and a National Social Protection Framework to 
harmonize the various social protection programs.48 All these frameworks might be amended 
quickly with assessment and monitoring tools for the COVID-19 era to help better direct and 
evaluate policy. 

Inequality in the labour market was high before COVID-19 hit, with a Gini above 0.5 (IMF 
staff report).49 Poverty, however, has decreased dramatically over the past decade and a half owing 
to a combination of increasing agricultural incomes, including subsidies, and demographic 
changes.50 Growth focused on rural areas has also helped lead to inequality declining over the past 
decade. To the extent that the impact of COVID-19 holds back rural development, we can expect 
to see inequality increase in Botswana.51 

 

 

 
44 Statistics Botswana. 2019. Quarterly Multi-Topic Survey: Labour Force Module Report Quarter 3: 2019. Available: 
http://www.statsbots.org.bw/sites/default/files/publications/Quarterly%20Multi%20Topic%20Survey%20Labour%20Force%
20Module%20Report-%20Q3%202019.pdf. 
45 Botswana. 2020. IMF Country Report No. 20/78 March 2020 2019 Article IV Consultation. 
46 Botswana. 2020. IMF Country Report No. 20/78 March 2020 2019 Article IV Consultation. 
47 World Bank. 2019. Macro Poverty Outlook for Botswana. Available: 
http://pubdocs.worldbank.org/en/531121492188153196/mpo-bwa.pdf. 
48 Other frameworks include the National Human Resource Development Plan in 2020, an Internship and Apprenticeship 
Framework and Policy, as well as the Labour Market Information System to help address labour market information gaps and 
help bridge the skills mismatch (IMF Staff report). 
49 The Gini coefficient has increased from 0.495 in 2009/10 to 0.522 in 2015/16. See: ILO Staff Report. 
50 See: https://www.worldbank.org/en/country/botswana/overview, Accessed 18 August 2020. 
51 The World Bank notes that improving the quality of infrastructure (water and electricity) and essential basic services 
(education, health, and social safety nets) is key to further meeting the needs of Botswana’s more informal workers and people. 51 
A number of preliminary studies from countries around the world show that COVID-19 impact is expected to accelerate 
inequality without specific portions of the labour market being targeted. Though the above indicate the primary aggregate 
channels through which policy can work to reduce the inequality increasing impact from COVID. 
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4.3.2 Case Study No.2. Impact of COVID-19 on Lesotho’s Economy and Labour Market 
 

Lesotho’s economy is expected to contract by around -5% in 2020, according to Fitch 
Ratings.52 While the IMF projects a GDP contraction of -4.5%. Based on this estimate our 
model projects 15% of all jobs (formal and informal) may be lost during 2020 (Section 5), 
amounting to a median expected job loss of 110,650 jobs or between [49 301; 168 331] for our 
95% credible interval forecast. Lesotho’s forecasted relative job losses are among the lowest in our 
model. This large, though relatively more moderate predicted employment impact for Lesotho in 
our model, is likely driven by differences in the definition of employment given the prevalence of 
the informal and rural employment sectors in Lesotho.53 

The impact of COVID-19 on Lesotho’s labour force will be amplified by an insufficiency 
of government financing, coupled with a large rural labour force which is more difficult to 
reach and provide support to. In July 2020, the IMF agreed USD49 million in support for 
Lesotho under the Rapid Credit Facility and Rapid Financing Instrument. While the impact on 
rural areas from COVID-19 may be particularly large depending on the nature of their linkages to 
cities. Rural areas are where four out five poor citizens in Lesotho live. Moreover, only 30% of its 
population live in urban areas (Section 2). This is supported by the 2016 Lesotho census, which 
notes that 66% of Lesotho’s two-million population lives in rural areas where agriculture plays a 
major role in livelihoods.   

The impact of COVID-19 is compounded by Lesotho’s regional reliance which risk acting 
to pro-cyclically reinforce the economic downturn. Like Botswana, it is a highly open economy 
with exports to GDP around 43% in 2018.54 Lesotho’s economy is closely tied to South Africa 
and the USA through clothing value chains, where around 99% of its exports go. Moreover, it is 
reliant on South Africa for most of its imports, including agricultural inputs and food stuffs.55 
Households depend heavily on remittances from family members working in South Africa in a 
number of service sectors and in mining to a lesser extent.56 While a large portion of receipts take 
place through the Southern Africa Customs Union (SACU), an important source of fiscal and 
external financing, as well as a source of reserves that help support its currency peg to the South 
African rand. Customs duties from SACU accounted for 44% of government revenue in 2012. 
The South African Government also pays royalties for water transferred to South Africa from a 
dam and reservoir system in Lesotho.57  

The three main sources of employment in Lesotho and their potential impact from COVID-19 
are: 

• Government: Accounts for a large share of GDP, along with household 
consumption spending, and is Lesotho’s main employer (see Figure 27 below). 

 
52 Fitch Ratings. 2020. Fitch Revises Lesotho’s Outlook to Negative; Affirms at ‘B’. Available: 
https://www.fitchratings.com/research/sovereigns/fitch-revises-lesotho-outlook-to-negative-affirms-at-b-13-08-2020. 
53 This also reflects a combination of a GDP contraction being slightly less than some other countries in our model (whereby the 
median expected forecast contraction is -4.8% and a mean of -5.12%) and GDP growth historically not generating as much 
employment for Lesotho. Our findings may also, however, reflect the ongoing shift to mineral exports and production for its 
economy and employment which has more spare capacity and a ceiling for its absorptive capacity of labour. 
54 World Integrated Trade Solution. Lesotho Trade. Available: https://wits.worldbank.org/countrysnapshot/en/LSO/textview, 
accessed 18 August 2020. 
55 World Integrated Trade Solution. Lesotho Product Imports by country in US$ Thousand 2017. Available: 
https://wits.worldbank.org/CountryProfile/en/Country/LSO/Year/LTST/TradeFlow/Import/Partner/by-
country/Product/Total 
56 Truen et al., 2016. The impact of remittances in Lesotho, Malawi and Zimbabwe. Finmark Trust. 
57 African Growth and Opportunity Act. Country Info: Lesotho. Available: https://agoa.info/profiles/lesotho.html. 
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Government, however, relies on trade and SACU revenues to support state employment. 
Without continued financing these jobs are at risk. 

 
• Clothing: Lesotho’s largest private employer is the textile and garment industry, 

which also employs mainly women. Clothing supply chains and trade are expected to 
be severely disrupted, especially if the South African/Lesotho border is jammed. Demand 
in the USA and South Africa will fall, but has so far been supported in the USA by 
expansionary government policy. This in turn helps support AGOA related production 
networks. However, these risk collapsing further due to slowing demand in the USA and 
expected increases in trade protection. 

 
Figure 27. GDP by Component, Lesotho, 2000-2018.  

 
Source: UNCTADStat 
Note: inv_gdp is investment share in GDP as sum of change in inventories and GFCF. 
 

• Diamond mining in Lesotho has grown in recent years along with its employment 
contribution. Between 2000-2019, Figure 28 below shows that mining, construction, and 
electricity and water went from 62% of manufacturing’s share of employment to 80%. 
Commodity demand has fallen in advanced economies, however, many commodity prices 
fortunately remain elevated including for diamonds. Figure 3- shows this sectoral 
contribution to employment in greater detail too. The total terms of trade impact will 
depend on a number of factors, but as shown indirectly in Section 3 the terms of trade 
risks from Diamonds are relatively low. 
 

• Agriculture and construction remain major employers in Lesotho (Figures 28, 29, 
and 30). As a result, the closure of Lesotho’s border with South Africa, which has caused 
a temporary halt to work on the important second phase of the Lesotho Highlands Water 
Project (LHWPII), is expected to contribute to sharp contraction in the construction 
sector, with potential knock-on effects for workers.58  

 
58 See Fitch, ibid. and World Bank. The World Bank in Lesotho: Overview. Available: 
https://www.worldbank.org/en/country/lesotho/overview. 
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Figure 28. Broad Employment by Sector, Lesotho, 2000-2019.  

 

Source: ILOStat. 

Figure 29. Aggregate Employment by Sector, Lesotho, 2000-2019.  

 

Source: ILOStat. 
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Figure 30. Detailed Employment by Sector, Lesotho, 2000-2019.  

 

Source: ILOStat. 

Projections from our econometric model find that informal workers and women are at 
notable risk from the COVID-19 impact in Lesotho, though these impacts are likely 
understated given the prevalence of rural work in Lesotho which is not fully captured by 
our employment variable. 5% of all jobs predicted to be lost in Lesotho from COVID-19 are 
informal jobs (defined previously). To a large extent, this reflects the fact that since 2000 informal 
job growth has been low, even though GDP growth has been steady, indicating that most new 
jobs created (and recorded by the ILO employment variable which we use) have been non-
informal jobs. Our model assumes that the impact is symmetric. In this regard, it most likely 
understates the impact on informal employment for Lesotho, simply because GDP growth on ‘the 
way up’ did not generate much informal employment relative to non-informal employment.  

While for women in Lesotho, over 40% of all estimated jobs lost in our model are borne by 
them (though the degree of uncertainty in this estimate is fairly high). Women account for around 
43% of the labour force in Lesotho. Trade and clothing related employment employs more women 
than men. As a result, support for this sector can directly also work to support women during 
COVID-19. Women also account for the majority of the labour force in agriculture and rural 
areas.59 As a result our model likely underestimates the impact of COVID-19 on them due to the 
often informal and informal roles they occupy in society, difficult to capture in annual household 
employment surveys.  

The impact of COVID-19 risks undoing important gains made in poverty reduction in 
Lesotho since 2002, including through improved access to work for rural households and women. 

 
59 See: Lesotho Country Analysis Working Document Final Draft September 2017 
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According to World Bank, poverty60 rates in Lesotho fell from 56.6% to 49.7% between 2002 - 
2017, driven by a reduction in inequality as a result of the expansion of the country’s social 
protection programs and an increase in wage incomes among the poor. However, poverty is still 
widespread and economic vulnerability persists with more than 75% of the population either poor 
or vulnerable to poverty. Poverty remains highly concentrated in rural areas where 80% of people 
live. Construction has the second highest poverty rates (by status of head of household). 61 

Lastly, like in all SADC countries, youth unemployment remains a major issue, and consists of 
a declining portion of total employment. They are expected to be hit particularly hard as job 
opportunities dry up. Poverty rates are also highest among youth compared to older worker. 62 

 
 
 
 

  

 
60 World Bank. 2019. Lesotho Poverty Assessment: Progress and challenges in reducing poverty. Available: 
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/387071576240590486/lesotho-poverty-
assessment-progress-and-challenges-in-reducing-poverty. 
61 World Bank. 2019. Lesotho Poverty Assessment: Progress and challenges in reducing poverty. Available: 
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/387071576240590486/lesotho-poverty-
assessment-progress-and-challenges-in-reducing-poverty. 
62 World Bank. 2019. Lesotho Poverty Assessment: Progress and challenges in reducing poverty. Available: 
https://documents.worldbank.org/en/publication/documents-reports/documentdetail/387071576240590486/lesotho-poverty-
assessment-progress-and-challenges-in-reducing-poverty. 
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5 Section 5 Policy Appendix  
 

5.1 Model Extension: By component of GDP (Descriptive) 
 
For policy purposes it can be useful to ask whether the different components of GDP 
impact employment levels differently. To explore this, we use three new predictor variables: 
exports as a % of GDP, investment spending as a % of GDP, and government consumption 
spending as a % of GDP. These variables are estimated as fixed effects (level 1) which looks at 
their global impact across all SADC countries, and also as random effects (level 2) which allows 
for their impact to vary for each country. In addition, we estimate an intercept coefficient which 
can vary by country. This model is not used to forecast employment losses but instead for 
descriptive and policy prescriptive purposes.63 Data comes from UNCTADStat covering 2000-
2018 for each country, except for Angola (2002-2018) and Comoros (2003-2018). 
 
Figure 31. GDP by Component, SADC country, 2018.  

 
Source: UNCTADStat. 
Note: GFCF is gross fixed capital formation and includes gross fixed capital formation (public and private) plus change in 
inventories. nx_gdp is exports plus imports. HH is households. 
 
Figure 31 above shows the relative shares of the main components of GDP vary widely 
across SADC economies. Consumption by households accounts for a large relative share of 
GDP owing to the contribution of the increasingly negative trade balance artificially raising the 
contribution of the other components. South Africa has an almost balanced trade compared to 
the other countries, with only Botswana, Zambia and Angola having a trade surplus in our data 
in 2018. Household spending also comprises a larger share of GDP (despite countries having 
relatively small domestic markets) due to investment spending tends to be lower in Africa than in 
Asia, for example. However, in Mozambique, Tanzania, and Zambia, fixed capital investment 
spending accounts for around 38-50% of GDP, a considerable amount, owing to large 

 
63 If we created estimates for how the share of investment, government, and consumption in GDP would change in each country 
for 2020 we could create forecasts for how this could impact employment in 202 in each GDP. But we have no firm basis for 
creating these estimates. 
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commodity investments dominating total expenditures. In Seychelles and Lesotho, government’s 
direct contribution is particularly large. GDP shares have evolved over time differently across 
SADC economies though (see Appendix), with a generalized shift towards the trade balance 
contributing negatively (or more negatively) to GDP with consumption and to some extent 
investment spending and government compensating, but with considerable variation across 
SADC.  
 
For SADC countries as a whole we find:64  
 

• Fixed capital investment spending drives employment growth first and foremost. 
It’s coefficient is 0.16 (0.04), with the standard error in brackets. Because this is a log-
log regression, this coefficient is interpreted as an ‘elasticity’ such that if the ratio of 
investment to GDP increases by 100% (i.e. by 1 unit), going from say 15% of GDP to 
30% of GDP, then employment increases by 16%, say from 10 million to 11.6 million. 
 

• Similarly, government consumption has a large coefficient size of 0.14 (0.05). The 
same interpretation as above stands. This implies that government spending has the 
potential to act as a significant stimulus to employment growth in COVID-19 economies 
on average.65  

 
• The export share of GDP has a low coefficient, of 0.02 (0.01), indicating a higher 

export share in GDP does little to stimulate employment growth among SADC 
countries. This may indicate that export-led growth among SADC countries is often 
driven by mono-exports, such as raw materials, petrol, minerals and hard metals, which 
does little to create strong employment effects without significant development of 
backwards and forwards linkages to related machinery and consumer and producer 
goods and services. 

 
In terms of how the findings vary from country to country:66 
 

• All the countries show impacts somewhat less than the global mean (i.e. the fixed 
effect coefficients above), except South Africa. South Africa’s employment growth is 
more responsive that the average across SADC countries to increases in the investment 
share and government share of GDP.  
 
For South Africa, the total impact67 on log(employment)  is 0.34 for investment 
share of GDP and 0.30 for consumption share in GDP. This indicates that the impact 
of these expenditures as a share of GDP is almost twice as large as in the other SADC 
countries. This may highlight South Africa more diversified production structure, which 
might entail more diversified (non-mineral seeking) investment expenditures, as well as 
the composition and implementation of government spending being more direct. It may 
also indicate that South Africa has a lower propensity to import from these expenditures. 
We are not able to explore this further in this paper. 
 

• Lastly, our model also estimates the correlation between the random effect 
coefficients to see if there is any relationship between them.68 To some extent this 

 
64 These represent the pooled fixed effect coefficients of the model. 
65 The standard error indicates quite a bit of variation, such that the fixed effect ranges from [0.5,0.24] for the 95% interval. 
66 These reflect the random effects of the model. 
67 Sum of the fixed effect plus its random effect. 
68 It uses an LKJ(1) prior for this. See Stan Manual. We interpret this as a weakly informative prior. 
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allows us to test if government spending ‘crowds in’ or ‘crowds out’ investment 
spending, and in turn employment growth (since both are significantly and positively 
correlated with employment growth). We find a very strong relationship between 
cor(log[inv_gdp], log[govconsump_gdp]) = 0.92 (0.11).  
 
This implies that investment spending and government spending go together (are positively related), and so 
crowd each other ‘in’, though the direction and nature of the causality could run in either or both 
directions. Such that more investment spending (by the private or public sector) could help 
generate additional tax revenue upon which more state consumption spending can occur. 
This in turn could help support employment growth. Instead, the direction of impact 
could run the other way, such that more consumption spending by government helps 
increase domestic demand, thereby encouraging more investment spending by firms. No 
other correlations between random effect coefficients are meaningful, with all of them 
passing through zero for their 95% interval (i.e. such that zero correlation is a strong 
possibility). 

 
 

5.2 Labour Market Impact Case Studies 
 

5.2.1 Case Study No.3. Policy Measures Implemented in South Africa to Mitigate the Impact 
of COVID-19  

 

South Africa implemented a R500bn emergency COVID-19 stimulus package69 on April 
21st (amounting to 10% of GDP), 25 days after a strict national lockdown was implemented. 
These measures are well-targeted with extensive coverage of the most at-risk sectors. With 
relatively large fiscal space, despite a growing debt stock and deficit, South Africa had more 
financial room than many other SADC economies to provide support for firms, households, and 
workers. The funding requirements have been sourced largely by budget reprioritisation, the 
reserves of their Unemployment Insurance Fund (UIF), and through international financing from 
the IMF. 

South Africa’s labour market context is somewhat different from SADC in general, with a 
proportionately smaller informal sector, as well as a much smaller employment share in 
the agricultural sector. However, South Africa has an exceedingly high level of income and 
wealth inequality, as well as the highest unemployment rate among all SADC member states 
(28.2% overall, 56% for youth and 30.3% for women in 2019). High inequality has guided the 
composition of the stimulus measure, with a focus on poorer households, smaller firms, and 
vulnerable groups through the use of targeted business and worker support measures and social 
assistance. 

Below, we review the policy measures implemented in South Africa and classify them according 
to the ILO’s policy pillars. 

 
69 Cyril Ramaphosa, 21 April 2020. Statement by President Cyril Ramaphosa on further economic and social measures in response to the 
COVID-19 epidemic.  
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Pillar 1: Stimulating the economy and employment.70 South Africa allocated R20bn in order to 
bolster their healthcare response, which enabled a rapid increase in hospital beds, the procurement 
of PPE, and the reservation of quarantine sites for those in need. Further, South Africa spent 
R239m to bring in 187 Cuban medical professionals to assist where capacity was limited.71 Whilst 
hospitals faced strain in the height of active COVID-19 cases during July, the expenditure that 
went towards increasing the capacity of the healthcare sector was crucial in saving lives and slowing 
the spread of the virus. 

The South African Reserve Bank (SARB) has lowered its interest rates a cumulative 275 basis 
points to date, as well as used judicious quantitative easing in bond markets to stimulate demand. 
This is in line with responses implemented around the world as countries experienced lower 
liquidity and lower demand in bond markets especially, especially foreign demand. This helped 
mitigate some of the volatility in South Africa’s bond markets, as well as kept short term borrowing 
costs within a reasonable range.  

The second step of stimulating employment is assumed to be in development, with an allocation 
of R100bn towards this end. The 2020 disbursement amounts to R6bn, although no clear plans 
are evident as of yet. 

Pillar 2: Supporting enterprises, jobs, and incomes. During the lockdown it was vital to support 
businesses, workers, and their incomes in order to mitigate the harmful effects of the pandemic 
on economic activity.  

A R200bn credit guarantee scheme was implemented to provide low-cost funding to 
companies for some of their operational expenses including utilities, rent, salaries and 
contracts with suppliers. After initial low uptake from businesses due to high administrative costs 
and narrow qualifying requirements, this policy was expanded to include a ‘business restart’ option 
for businesses that had to cease trading temporarily, helping businesses ramp up their operations 
quickly as business activity recovers. Close coordination between commercial banks and the South 
African government was key to this scheme, and an example of how public and private enterprises 
can support business resilience.  

R70bn was set for a range of tax relief measures for firms to reduce financing burdens and 
encourage the retention of younger workers. This included payment deferrals of various 
contributions by firms, most notably the increase of pay-as-you-earn income tax deferral to 35%. 
The Employment Tax Incentive for firms, implemented to stimulate youth employment, was also 
changed to have more frequent payment periods of the incentive to firms in order to mitigate 
youth job-losses by giving firms support in paying their young workers.  

R41bn was allocated to increasing social assistance measures. Social assistance is a crucial 
supporting measure that drives human capital development, as well as a key way to stimulate 
demand. Those households and individuals receiving assistance via child support grants, disability 
grants, and/or pension grants by the state, had their amounts increased substantially. In addition, 
a new special COVID-19 social relief of distress grant of R350 per month was introduced to cover the 
unemployed who receive no other social assistance and have no other income source 

 
70 In a two-step process, this pillar proposes, firstly, the containment of the virus and bolstering of the healthcare sector, and 
secondly, once this is done, a demand-led employment strategy into the medium term. 

71 Medical Brief, 10 June 2020. Mkhize releases details of salary payments to Cuban doctors. 
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R40bn was allocated to the Temporary Employer/Employee Relief Scheme (TERS), a 
primary wage support mechanism to businesses who had been affected by COVID-19. 
Employee wages were supplemented on a sliding scale of 38% for high-earners to 60% for low-
earners. This has been funded by existing Unemployment Insurance Fund reserves, which were in 
excess of R100bn at the start of 2020. On August 13th, the R40bn threshold was reached, with 
over 9 million separate disbursement to at least 4 million workers72. The mitigating of this measure 
cannot be understated, as was the intention of the scheme, where workers are less likely to be 
retrenched. Whilst effective, informal workers were initially excluded, though quickly included 
after engagements with various civil society organisations. Further, administrative capacity 
hamstrung the timeous and efficient disbursement of these funds, and procedural deficiencies did 
not guarantee transfer of funds from employers to employees, nor that companies were affected 
by COVID-19. 

A range of other, smaller business support measures exist too, aimed at the agricultural sector, 
informal sector, and tourism sectors, providing financing options and grants to those in need.73 
These were sectors at higher risk of job losses and so were targeted by government due to their 
increased risk of permanent business closure. 

Pillar 3: Protecting workers in the workplace. South Africa acted quickly in order to safeguard the 
health of workers returning to workplaces and the wider population. This not only was crucial to 
a successful resumption of economic activity, but also to not overwhelm healthcare facilities with 
sick patients.  

R20bn was allocated to municipalities to provide access to free water and sanitation, safe 
public transport with additional sanitary measures, and to assist the hungry and the 
homeless through providing food parcels and temporary living spaces. The extent to which this 
has been effective is not well documented yet. However, the funding for this came largely from 
reprioritising other municipal infrastructure developments which can have future negative 
consequences in communities with ill-developed infrastructure if money is not reallocated back to 
support these investments later on.74  

Pillar 4: Relying on social dialogue for solutions. South Africa has a relatively sophisticated tri-
partite forum called the National Economic Development and Labour Council (NEDLAC), 
whereby representatives of labour, business, government, and civil society come for negotiating 
and discussing major legislation. This helps advance inclusive legislation whereby all parties needs 
are accounted for. Additionally, South Africa has relatively strong labour federations (especially 
for the public sector unions) which give voice to workers’ concerns in negotiating forums with 
government and business. NEDLAC helped produce COVID-19 response measures which had 
the buy-in of all constituencies in South African society, thereby improving adherence to social 
restriction measures and subsequent recovery efforts. Whilst competing interests are likely to come 
to the fore, buy-in from all parties, as well as compromises, are necessary for an effective recovery. 

 

 
72 Department of Employment and Labour, 13 August 2020. Unemployment Insurance Fund hits R40-billion in disbursements to ease covid-
19 lockdown blues. 
73 For a more critical analysis see: https://iej.org.za/covid-19-supplementary-budget-analysis/ and https://iej.org.za/south-
africas-covid-19-rescue-package-scorecard/ . 
74 National Treasury, 24 June 2020. Supplementary Budget Review.  
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5.2.2 Case Study No.4. Policy Measures Implemented in Madagascar to Mitigate the Impact 
of COVID-19  

 
Madagascar is particularly vulnerable to the economic impacts of COVID-19 due to its relatively 
high vulnerability to movements in international markets, as well as the high burden placed on its 
healthcare systems. Madagascar’s need to act quickly in order to protect the health and livelihoods 
of the public was balanced against its fairly limited fiscal space. This meant that funding 
requirements for mitigating policies needed to be addressed comprehensively. This was done via 
the IMF’s Rapid Credit Facility amounting to US$337.9m in order to fund their health response 
and social protection expansion. 

Madagascar have high vulnerability of women and youth employment relative to other SADC 
member states owing to women’s high share of vulnerable occupations versus men, and the high 
share of youth in vulnerable occupations (97.9%). In addition, Madagascar had no formal social 
assistance for the unemployed prior to the pandemic.  

Pillar 1: Stimulating the economy and employment. The Malagasy government received 
substantial support from non-profits and international organisations to ensure their 
healthcare sector could meet any potential demands placed on it. COVID-19 diagnostic capacity 
was strengthened through these collaborations too allowing for more widespread testing 
throughout the country, thereby helping minimize the impact on the economy from the virus.  

To this end, UNICEF worked to increase the capacity of the Malagasy healthcare sector through 
additional training of anaesthesiologists and resuscitator staff, co-investing in hospital hygiene, and 
providing technical support in monitoring virus.75 Further, the water, sanitation and hygiene 
(WASH) cluster response had reached approximately 840 000 people as of 12 June, supplying 
them with the appropriate washing and hygiene supplies necessary to mitigate the spread of the 
virus.  

Use of macro and micro policy tools towards stimulating employment by central government are 
not evident at this time. However, the other measures put in place, especially the Tosika Fameno 
Programme, will support job-searching activity where necessary, as well as mitigate job-losses proper.  
Separate funding could be useful to specifically stimulate job-creation which would serve to 
support those having lost their incomes in regaining it more rapidly. 

The Madagascan central bank has acted to protect financial stability by providing liquidity 
to commercial banks to the amount of MGA442 billion at the end of June. This was coupled 
with the relaxation of deposit limits that allow banks to increase lending to businesses.76 

Pillar 2: Supporting enterprises, jobs, and incomes. Madagascar implemented several tax relief 
measures for its private sector. These measures included extensions of VAT and salary tax 
submissions, tax deductions on expenditure necessary to fight again COVID-19 (in-house and 
donations), the wavering of late tax submission penalties, and the suspension of the corporate 
income tax’s bimonthly advancements, as well as a brief suspension of tax auditing.77 

 
75 UNICEF, June 2020. COVID-19 Situation Report. 
https://reliefweb.int/sites/reliefweb.int/files/resources/UNICEF%20Madagascar%20COVID-19%20Situation%20Report%20-
%2012%20June%202020.pdf  
76 International Monetary Fund, 2020. Policy Responses to COVID-19. Available: https://www.imf.org/en/Topics/imf-and-
covid19/Policy-Responses-to-COVID-19 
77 KPMG, April 2020. Madagascar: Tax developments in response to COVID-19.  
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In supporting incomes, the Malagasy government introduced the Tosika Fameno 
programme, a highly innovative unconditional cash transfer scheme. This provided 
approximately 270 000 households with 100 000 Ariary each and aims to support the incomes of 
vulnerable families.78 The programme’s unconditionality strengthened its inclusivity, although the 
identification of qualifying households is somewhat opaque. The programme targets the most 
vulnerable: poor households, those at high risk of food insecurity, and those whose incomes have 
been interrupted as a result of COVID-19. The cash is transferred via a mobile platform, 
decreasing direct contraction risk at banks or government offices.79 A shortcoming of the initiative 
is that it only ran for one month, leaving those still without employment and still at risk of food 
insecurity unprotected.80 However, a second phase has been launched, with revised recipients. 
Reports indicate the programme is limited in its impact due to available resources from central 
government.81 Through further accessing global funds this could be addressed going forward. This 
would also allow for a wider range of beneficiaries to be targeted and more effectively.  

Pillar 3: Protecting workers in the workplace. This means protecting not only workers, but their 
dependants and the business owners who rely on production being uninterrupted and workers 
remaining healthy and safe. As a result, protecting workers means protecting businesses, especially 
during COVID-19 The Malagasy government invested in their healthcare sector and testing 
capacity in order to complement their programme of informing their citizens of proper 
hygiene protocols. Employers have been notified of the measures necessary to protect their 
workers, as well as their obligation to do so, with compliance being checked by state officials.82 
Where cases have been identified, sanitation has been provided by the Malagasy government.  

Additionally, the Malagasy government suspended the cancellation of water and electricity 
utilities due to non-payment, allowing people to live more comfortably and hygienically as 
financial strain mounts. 

Pillar 4: Relying on social dialogue for solutions. Various international bodies have been involved 
in the response, in technical training, in protocol development, and in funding. Furthermore, the 
COVID-19 Operational Command Centre was quickly formed in order to coordinate and 
implement the various plans in place.  

There has been limited engagement through a tripartite form, which may limit the efficiency, buy-
in, and scope of the above policy responses. Engagements between government, labour, and 
business representatives are crucial in order to better understand and provide for people in need, 
as well as develop appropriate support to economic stakeholders. 

 

 

 

  

 
78 Orange, 5 August 2020. 270,000 households have benefitted from “Tosika Fameno”.  
79 Africa Press Office, April 28 2020. Coronavirus: In Madagascar, a social protection response is launched in urban and suburban areas to aid 
families and their children during Covid-19 pandemic.  
80 UNICEF, June 2020. COVID-19 Situation Report. 
https://reliefweb.int/sites/reliefweb.int/files/resources/UNICEF%20Madagascar%20COVID-19%20Situation%20Report%20-
%2012%20June%202020.pdf 
81 Orange, 5 August 2020. 270,000 households have benefitted from “Tosika Fameno”. 
82 Fano Rasolo, March 2020. A social emergency plan to compensate families victims of confinement.  
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5.3 Summary of SADC Member States’ Policy Responses to 
COVID-1983 

 
Angola 

Background. The first COVID-19 case was reported on March 21, 2020, while community transmission 
started on April 27. The removal of remaining restrictions by end-July was postponed due to the recent 
increases in community transmission and positive cases. Authorities extended the sanitary restrictions in 
Luanda and Kwanza-Norte until September 8; expanded testing activities to hospitals, informal markets, 
and public institutions; made the use of masks mandatory; postponed sine die the resumption of school 
activities and international flights. Home quarantine is now allowed for national and foreign citizens 
returning from abroad and asymptomatic COVID-19 patients. The World Bank, the United Nations, and 
the African Development Bank are providing financial support and resources in several ways. 

Key Policy Responses as of August 12, 2020: 

FISCAL 

• The National Assembly approved revenue and expenditure measures to fight the COVID-19 
outbreak and minimize its negative economic impact. About US$40 million on additional health 
care spending was announced and about US$80 million are being spent on 250 Cuban doctors who 
arrived in Angola to help. Tax exemptions on humanitarian aid and donations and some delays on 
filing taxes for selected imports were granted. On July 28, the National Assembly adopted a 
conservative supplementary budget, aiming at securing space for additional health expenditure, 
while balancing the need to keep debt on a sustainable path. 

MONETARY AND MACRO-FINANCIAL 

• Since late March, 2020, the central bank (BNA) reduced the rate on its 7-day permanent liquidity 
absorption and expanded its credit-stimulus program to selected sectors. Financial institutions were 
requested to grant their clients a moratorium of 60 days for servicing debt. In April 3, the BNA 
increased the minimum allocation required from banks to extend credit to producers of priority 
products and instructed banks to provide credit in local currency to assist importers of essential 
goods. In May 7, the BNA reinstated its Permanent Overnight Liquidity Provision facility to 
provide liquidity support to banks (Kz 100 billion), and extended access to large non-financial 
corporations on a discount line created for the purchasing of government securities. 

EXCHANGE RATE AND BALANCE OF PAYMENTS 

• On April 1, the central bank introduced an electronic platform for foreign exchange transactions, 
which will be progressively extended for all such transactions. 

 

  

 
83 Based on International Monetary Fund, 2020. Policy Responses to COVID-19. Available: https://www.imf.org/en/Topics/imf-
and-covid19/Policy-Responses-to-COVID-19 [Accessed 18/08/2020] 
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Botswana 

Background. Botswana recorded its first case on March 31. The government has declared a state of 
emergency, effective April 2, 2020, and has adopted a list of containment measures, including social 
distancing and travel bans. The government has lifted restrictions on May 22 after 7 weeks of lockdown. 
Since end-June, the country has recorded a resurgence of cases. On the economic front, diamond sales, and 
tourism and travel activities have fallen sharply, and lockdowns in neighboring countries could disrupt both 
regional supply and demand. 

Key Policy Responses as of August 13, 2020: 

FISCAL 

• The government established a Covid-19 Relief Fund with a 2 billion Pula (about 1,1 percent of 
GDP) contribution from the government that will: i) finance a wage subsidy amounting to 50% of 
salaries of affected businesses (1000-2500 pula per month for a period of 3 months; ii) finance a 
waiver on training levy for a period of 6 months (150 million pula). The MoF also decided a tax 
deferral of 75% of any quarterly payment between March and September 2020 to be paid by March 
2021.; iii) Build-up of fuel and grain reserves, as well as acquisition of relevant medical equipment 
and improvement of water supply (475 million Pula); iv) Fund a government loan guarantee 
scheme of 1 billion Pula (20% financed by commercial banks) for businesses that are tax compliant 
(including those who are not eligible to pay taxes/). Guarantee covers a period of 24 months with 
a max of 25 billion pula per borrower. Reduce the VAT refund period (from 60 days to 21 days). 

MONETARY AND MACRO-FINANCIAL 

• At the meeting held on April 30, 2020, the Monetary Policy Committee (MPC) of the Bank of 
Botswana decided to reduce the Bank Rate by 50 basis points from 4.75 percent to 4.25 percent to 
support the domestic economy, and reduced the primary reserve requirement (PRR) from 5 
percent to 2.5 percent to inject liquidity. 

• Banks and nonbanks have agreed to offer loan restructuring (including for mortgages and vehicles) 
and payment holidays for affected sectors. Life insurance payment premiums and retirement fund 
contributions have been rescheduled for at least three months. The Bank of Botswana relaxed rules 
to meet capital requirements and introduced measures to improve liquidity. Capital adequacy ratio 
for banks has been reduced from 15 to 12.5 percent, and regulatory forbearance for non-
performing loans. Overnight funding costs were reduced, access to repo facilities broadened, and 
collateral constraints for bank borrowing from the BoB extended to include corporate bonds and 
traded stocks. 

EXCHANGE RATE AND BALANCE OF PAYMENTS 

• The Bank of Botswana will implement a new annual downward rate of crawl of 2.87 percent with 
effect from May 1, 2020, representing a change from the current 1.51 percent. This is 
complementary to the reduction in the Bank Rate and contributes to further easing of real 
monetary conditions in the economy. 
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Comoros 

Background. The pandemic in Comoros has not turned into a deep health crisis and only seven deaths 
have been officially reported since the first case was reported on May 1. The COVID-19 shock comes less 
than a year after Cyclone Kenneth, which necessitated emergency Fund financial support. Comoros is 
already feeling a severe impact from the Coronavirus pandemic as visitor arrivals have stopped, weighing 
on activity in the services sector. Remittances through exchange houses increased during the last two 
months. 

Reopening of the economy. The economy has gradually started to open. Air travel is scheduled to restart 
in August. Schools and religious ceremonies have already opened. The authorities have prepared a public-
health related plan that describes the measures to be taken to minimize risks from pandemics. 
Implementation of the plan appears to be proceeding slowly, however, reflecting the authorities’ severe 
financial and capacity constraints. The WHO ranks the health system’s preparedness at the lowest level in 
international comparison. 

Key Policy Responses as of August 13, 2020: 

FISCAL 

• The authorities are implementing their pandemic preparedness plan. Their top priority is to 
substantially expand spending on health care in line with pandemic-related needs, trying to 
overcome to the greatest extent possible the health care system’s capacity constraints. The 
government granted a delay in the payment of taxes for the formal sector businesses. It also 
announced measures to distribute food and cash to the 150,000 households in the country. Import 
taxes on food, medicines, and items related to hygiene were reduced by 30 percent. 

The government announced this week the launching of a program to support agriculture and tourism with 
US$25 million financing from the World Bank. 

MONETARY AND MACRO-FINANCIAL 

• The authorities intend to monitor the impact of the COVID-19 shock on banks’ asset quality. The 
central bank reduced reserve requirements to 10 percent. The authorities also announced a 
restructuring of commercial loans and freezing of interest rates in some commercial loans. 

EXCHANGE RATE AND BALANCE OF PAYMENTS 

• The authorities intend to monitor inflation developments and continue preserving the peg against 
the euro. 
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Democratic Republic of the Congo 

Background. The Democratic Republic of Congo declared its first case of COVID-19 on March 10, and 
the virus continues to spread across the country with thousands of confirmed cases and hundreds of deaths. 
On March 24th, the government declared a state of emergency and imposed the confinement of the capital, 
Kinshasa, which includes restrictions to travel between Kinshasa and the rest of the country and the 
prohibition of all gatherings of people in public spaces. Passenger flights from abroad are not allowed and 
border posts are closed to non-cargo shipments. These measures add to previous restrictions, such as 
closure of all education centers, suspension of all religious and sporting events, and closure of bars and 
restaurants. In 2020, the effects of the COVID-19 pandemic are projected to reduce real GDP growth 
(including through lower mining activity), increase consumer prices (particularly of imported products), 
reduce fiscal revenue (both mining and non-mining), and increase fiscal spending through the 
implementation of a COVID-19 response plan, which includes the opening of new COVID-19 test centers 
in Lubumbashi and other cities. The government has announced plans to gradually deconfine the Gombe 
business district in Kinshasa and end mandatory confinement of workers in mining sites. On June 18th, a 
new 9-month multi sectoral response plan against the pandemics (PMUAIC-19) was officially launched. 
The plan includes actions to strengthen the health system, stabilize the economy, and reinforce security and 
social protection. 

Key Policy Responses as of August 13, 2020: 

FISCAL 

• A preparedness and response national plan to deal with the pandemic has been designed with 
support from development partners, and it is coordinated by Dr. Jean-Jacques Muyembe. The plan 
mainly focuses on actions to (i) strengthen early detection and surveillance and foster technical and 
operational coordination within the government; (ii) improve the quality of medical care to infected 
patients; and (iii) develop effective preventive communication strategies and enhance medical 
logistic platforms. The plan’s budget is estimated at US$135 million (0.3 percent of GDP). 

The following measures were approved the week of April 12th by the Prime Minister:i) a three-month VAT 
exemption on pharmaceutical products and basic goods, ii) suspension of tax audits for companies, iii) a 
grace period for businesses on tax arrears, iv) full tax deductibility of any donations made to the COVID 
relief fund. The week of April 19, an additional set of measures were adopted, namely: i) provision of water 
and electricity for a period of two months, free of charge, ii) prohibition to evict renters in case of no 
payment of financial obligations from March to June 2020, iii) suspension of VAT collection on the 
production and on the sales of basic goods. 

MONETARY AND MACRO-FINANCIAL 

• On March 24, the central bank (BCC) announced several measures to ease liquidity conditions by: 
(i) reducing the policy rate by 150 bps to 7.5 percent; (ii) eliminating mandatory reserve 
requirements on demand deposits in local currency; and (iii) creating a new collateralized long-term 
funding facility for commercial banks of up to 24 months to support the provision of new credit 
for the import and production of food and other basic goods. The BCC has also postponed the 
adoption of new minimum capital requirements and encouraged the restructuring of non-
performing loans. In addition, the BCC announced measures to reduce contamination risks in bank 
notes and promote the use of e-payments. In order to re-anchor inflation expectations and 
maintain a positive in real terms policy rate, on August 10 the BCC increased its policy rate to 18.5 
percent. 

EXCHANGE RATE AND BALANCE OF PAYMENTS 

• On August 5th, the BCC undertook a limited US$25 million foreign exchange intervention to help 
stem depreciation pressures. 
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Eswatini 

Background. Eswatini reported its first COVID-19 case on March 14, 2020 and cases have been rising 
rapidly since then. In response, on March 17, the government has declared a national state of emergency, 
and implemented containment measures, including suspension of private and public gatherings of 20 
people or more, schools closures, suspension of non-essential travel within cities for all citizens, closure of 
borders to all but goods, cargo, returning citizens, and legal residents, and mandatory self-isolation for 
residents/citizens coming from abroad. On March 27, a partial lockdown went into effect, and a month 
later the Manzini region, where a third of the population resides, went into full lockdown. The authorities 
in collaboration with the WHO have built domestic detection capacity. Economic activity has been affected 
by the closure of some ports of entry with South Africa and developments in South Africa. While the 
exchange rate against the US$ depreciated by 28 percent in the first quarter of 2020, it has appreciated by 
2 percent in the second quarter. 

Reopening of the economy. Since May 8, the government has begun the process of carefully easing the 
partial lockdown by allowing some businesses to operate. The national emergency was further extended on 
June 19. Schools have reopened since July 6, and the government issued new guidelines allowing for 
religious and social gatherings under strict conditions. More businesses including casinos, gyms, cinemas, 
and public transportation have been allowed to operate under established WHO and health guidelines since 
July 13. 

Key Policy Responses as of August 11, 2020: 

FISCAL 

• In FY19/20 (ending March 31, 2020), a supplementary budget was approved for additional public 
healthcare of E100 million (0.14 percent of GDP). In addition, the authorities have put in place a 
response package in FY20/21 of E1 billion (1.5 percent of GDP) to increase healthcare capacity, 
ramp up food distribution and social protection transfers, and improve access to water and 
sanitation facilities for the most vulnerable. Food assistance has been provided, benefiting over 
347,400 people. Low priority recurrent spending will be redirected to the fight against the pandemic 
and a portion of the capital budget will be reallocated towards refurbishing hospitals and 
completing new hospitals. The government has set up a revolving fund of E45 million (0.07 
percent of GDP) to assist SMEs and a E25 million (0.04 percent of GDP) relief fund to aid laid 
off workers. Revenue measures to mitigate the impact of the virus include: (i) taxpayers projecting 
losses will file loss provisional returns and no payment will be required; (ii) extension of returns 
filing deadlines by 3 months before penalties kick-in; (iii) payment arrangements for taxpayers 
facing cash flow problems; (iv) waiver of penalties and interest for older tax debts if principal is 
cleared by the end of September 2020; and (v) up to E90 million (0.13 percent of GDP) in tax 
refunds for SMEs that have complied with tax obligations, retain employees, and continue to pay 
them during this period. The authorities have reduced the price of fuel twice and postponed the 
planned increase in water and electricity prices. For more information see http://www.gov.sz/. 

MONETARY AND MACRO-FINANCIAL 

• The Central Bank of Eswatini has: (i) reduced the discount rate by a cumulative 275 basis points 
to 3.75 percent; (ii) reduced the reserve requirement to 5 percent (from 6 percent); (iii) reduced the 
liquidity requirement to 20 percent (from 25) for commercial banks and to 18 percent (from 22) 
for the development bank; (iv) encouraged greater use of electronic payments; and (v) encouraged 
banks to consider loan restructuring and repayment holidays. Banks have announced that those 
individuals and companies that need short term financial support or relief can approach them and 
each application will be assessed on a risk-based approach. For more information 
see https://www.centralbank.org.sz/. 
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Lesotho 

Background. The first confirmed COVID-19 case was reported on May 14, 2020. Lesotho created an 
inter-ministerial committee to coordinate the response to Covid19 and adopted a range of containment 
measures, including social distancing, travel restrictions, declaration of a national state of emergency, 
closure of borders to all but essential goods, closure of schools, extension of initial 21-day lockdown of the 
country for two weeks (until May 5) and suspension of some shops (e.g. gyms, hair/beauty parlors, arcades, 
liquor stores, etc.). The Ministry of Health has developed a Preparedness and Response Plan. The 
government has developed the National Covid-19 Response Integrated Plan 2020 in collaboration with 
development partners. 

Reopening of the economy. The lockdown of the country was relaxed since May 5 Private businesses 
(non-essential) gradually reopened but some (e.g., alcohol) followed WHO’s recommendations. Public 
servants started going back to work but work in shifts and practice social distancing. The lockdown was 
lifted on May 19, albeit with compulsory use of masks in public spaces and restrictions in high risk sectors 
such as tourism, sit-in restaurants, entertainment and assembly of more than 50 people. Schools have 
reopened gradually under the guidance of ministry of education. 

Key Policy Responses as of August 12, 2020: 

FISCAL 

• Mainly two packages: (i) A M700 million (about 2 percent of GDP) fund was set aside for the 
National Covid-19 Response Integrated Plan 2020, more than half of which is being used for health 
care personnel and purchase of critical goods and services, with the remainder covering logistics, 
security, and border management. (ii) Economic mitigation measures are also being implemented 
including around 1.2 to 1.5 billion for emergency assistance and expanding social protection: 
Existing cash transfers, such as the Child Grant Program has been topped-up. Public assistance is 
expanded for 3 months, to add vulnerable groups such as children, elderly disabled, and those 
working in the informal sector. The authorities intend to provide a subsidy to 45 thousand 
industrial workers, and grants and stipends to tertiary students studying domestically or abroad. 
M100 million in subsidies to support food production. Regarding supporting businesses, the 
authorities also intend to clear arrears to MSMEs and are expanding credit guarantee facilities by 
M450 million. They are also offering grants and rent subsidies to MSMEs and rent holidays to 
firms renting from the Lesotho National Development Corporation and local/municipal 
governments. The Lesotho Revenue Agency defers CIT for the first two quarters for all businesses 
and provide tax deferrals for the Pay as You Earn (PAYE), VAT, and Simplified Business Taxes 
for non-essential service providers. 

MONETARY AND MACRO-FINANCIAL 

• On March 23, 2020, following an extraordinary meeting of the Monetary Policy Committee (MPC), 
the Central Bank of Lesotho (CBL) announced (i) an increase of the NIR target floor from US$630 
million to US$660 million, and (ii) a reduction of the CBL policy rate by 100 basis points from 6.25 
to 5.25 percent. On May 22,the CBL further cut its policy rate to 3.75 percent and reduced the 
NIR floor from US$660 million to US$530 million. On July 28, the CBL cut its policy rate by 
another 25 bp to 3.50 percent and raised NIR floor from US$530 million to US$550 million. 

Additional financial sector measures were also unveiled in the Prime Minister’s speech on April 13: (i) Banks 
and insurance companies have been asked to suspend loan repayments for three months, and insurance 
companies asked to suspend instalment payments. (ii) The implementation of Basel II.5 was postponed to 
enhancing banks’ capacity to lend. 

EXCHANGE RATE AND BALANCE OF PAYMENTS 
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• No measures. The local currency is pegged to South Africa’s Rand, which has depreciated 
substantially since the Covid-19 outbreak. 
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Madagascar 

Background. The first confirmed COVID-19 cases were reported on March 20. The national state of 
emergency first declared on March 23, has been extended several times and adopted a range of containment, 
including travel restrictions (on international flights and internal public transportation), a 15-day quarantine 
period for people in contact with the infected ones, closure of schools and public offices (except for critical 
public services), a ban on public gatherings bigger than 50 people, mandatory wearing of face masks, and 
increased testing. While the curfew is still maintained in the capital city, it has been relaxed elsewhere. Facing 
a severe impact from the global pandemic, the economic activity has contracted significantly in the first 
quarter of 2020. The authorities’ immediate priority is to ensure the health of the population and preserve 
macroeconomic stability. Following the activation of their national contingency plan, the authorities are 
beginning to take measures to increase health spending, help the most vulnerable, support the private 
sector, and preserve the stability of the financial sector. In support of these measures, a multisectoral and 
interdisciplinary coordination unit Covid-19 Operational Command Center (CCO) was established at 
central, regional and local levels. 

Key Policy Responses as of August 13, 2020: 

FISCAL 

• Key measures include: (i) targeted investments to strengthen the health system following the 
activation of the national contingency plan in coordination with the WHO to protect against the 
pandemic; (ii) expansion of social assistance to the most vulnerable, including cash-transfers and 
in-kind necessities to the poorest and those unemployed; and (iii) supporting private sector through 
tax relief, suspension of government fees and waived social contributions. As of end of July, 
medicine and medical equipment were exempted from paying import duties. 

MONETARY AND MACRO-FINANCIAL 

• • The central bank provided monetary policy support and acted to safeguard financial stability. The 
central bank is providing liquidity to the commercial banks, reaching MGA 442 billion (about 0.8 
percent of GDP) at end June 2020 and relaxed some mandatory deposit limits to encourage banks 
to defer delayed payments on existing loans and increase lending to businesses. 

EXCHANGE RATE AND BALANCE OF PAYMENTS 

• The authorities are maintaining the flexible exchange rate regime. Based on the latest available data, 
the central bank made some limited interventions (guided by an algorithm based on market 
movements), and the exchange rate depreciated by about 5 percent vis-à-vis US$ since the 
beginning of the year. 
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Malawi 

Background. The first three cases of COVID-19 were confirmed on April 2nd, 2020. A moderate increase 
in cases followed through end-May, when the number of cases accelerated. Active cases spiked in early-July 
and are expected to rise further as local COVID-19 testing capabilities continue to be expanded with 
assistance from development partners (DFID, UNICEF, and the Global Fund). 

To curb the spread of the pandemic, on April 4, the government instituted a partial lockdown of the 
country, with essential services continuing to function and critical businesses working in shifts. All 
international flights to Malawi have been suspended except those carrying essential health & other supplies 
and returning Malawian citizens or residents. A two-week mandatory self-quarantine for people arriving 
from areas highly affected by coronavirus disease is in effect. These measures combined with spillovers 
from the global slowdown, border closures, and economic disruption in neighboring countries have slowed 
domestic economic activity. As a result, growth for 2020 is expected to decline to 1 percent. 

Key Policy Responses as of August 13, 2020: 

FISCAL 

• The government’s response plan includes US$20 million (0.25 percent of GDP) in spending on 
health care and targeted social assistance programs; this includes hiring 2000 additional health care 
workers. In addition, tax waivers will be granted on imports of essential goods to manage and 
contain the pandemic. An Emergency Cash Transfer Program of about $50 million (0.6 percent of 
GDP), mostly financed by development partners, will be implemented during May-November 
2020 to support small businesses in major urban areas. 

MONETARY AND MACRO-FINANCIAL 

• The domestic currency Liquidity Reserve Requirement (LRR) has been reduced by 125 basis points 
to 3.75 percent (aligned with the foreign currency LRR) and the Lombard Rate has been reduced 
by 50 percent to 0.2 percentage points above the policy rate. An Emergency Liquidity Assistance 
(ELA) framework has been introduced to support banks in the event of worsening liquidity 
conditions and to provide support to banks on a case-by-case basis. However, financial sector 
buffers, including banks’ capital and liquidity buffers, are expected to counter risks to the banking 
system. To support small and medium enterprises (SMEs), commercial banks and micro-finance 
institutions will be, on a case-by-case basis, restructuring SME loans and providing a three-month 
moratorium on their debt service. Fees on mobile money transactions have been temporarily 
waived to encourage cashless transactions. 

EXCHANGE RATE AND BALANCE OF PAYMENTS 

• No measures. 
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Mauritius 

Background. Mauritius reported its first cases on March 18, 2020. No deaths have been recorded since 
late April. The authorities have implemented a range of containment measures since the outbreak, including 
bans on public gatherings, followed by a curfew order, closing borders, discontinuing public transportation, 
closing schools, universities, shopping malls and attraction sites, suspending employee attendance at 
government and private workplaces (except for essential staff), and increasing testing. On March 25, the 
authorities further tightened the lockdown by closing all supermarkets, bakeries and shops and the next day 
the government began direct food distribution to needy households. On April 2, the stores were reopened 
with increased safety measures. On April 10, the government extended the nationwide curfew to May 4, 
which was further extended to June 1. The economy has been severely affected by the crisis, with tourism 
coming to a halt and slowing of activity in other sectors. 

Reopening of the economy. On April 27, mass testing for antigens was initiated. With no new cases being 
recorded for almost 3 weeks and no active cases since May 11, a strategic phased resumption of economic 
activities began on May 15. In the first stage, to return to office the employees needed to obtain a Work 
Access Permit issued by the authorities, except for those working in essential sectors. Arrangements have 
been made by the public transport companies to comply with the prescribed health measures and to keep 
physical distance between passengers. Schoolchildren had to stay at home, while the courses continued to 
be delivered remotely. Banks and supermarkets still operated on an alphabetical order, and the same applied 
to post offices. On May 15, two Bills were passed in the parliament – Covid-19 Bill and Quarantine Bill – 
which specify the details of the transition process from the curfew by strengthening the surveillance control 
and health system preparedness. This allowed the progressive reopening of economic and other activities 
with strict sanitary rules and added measures to avoid a resurgence of the disease. The nationwide curfew 
ended on May 30. Physical distancing guidelines remain in place, as well as the requirement to wear masks 
in public. While work access permits are no longer required and offices need to incorporate social distancing 
requirements, working from home is encouraged. From June 15, most of the activities resumed, with masks 
and physical distancing requirements in effect. The schools will reopen on August 1, while the borders 
remain closed at least until end of August. 

Key Policy Responses as of July 30, 2020: 

FISCAL 

• The authorities have announced plans to increase general public health spending by Rs1.3 billion 
(0.28 percent of GDP). A range of fiscal support measures have been taken to limit the socio-
economic impact of COVID-19. These include the implementation of a Wage Assistance Scheme 
to provide financial support to employees who became technically unemployed during the 
lockdown/curfew period, as well as a Self-Employed Assistance Scheme for those employed in the 
informal sector or self-employed. Respectively, amounts of Rs8.2 billion (1.8 percent of GDP) and 
Rs2.4 billion (0.5 percent of GDP) have been disbursed from March to June. On July 17, it has 
been announced that both schemes will be extended for the month of July, however they will only 
cover employees in the tourism sector. An amount between Rs500 mill and Rs600 million is 
expected to be disbursement throughout the month. The State Investment Corporation is raising 
some Rs4 billion (0.8 percent of GDP) to make equity investments in troubled firms, including 
SMEs. The Development Bank of Mauritius Ltd will provide Rs200 million (0.04 percent of GDP) 
in credit for firms short on cash. All labor contracts set to expire this year have been extended 
through December 2021. The government has also established CoVid-19 Solidarity Fund aimed at 
funding COVID-19 related projects (financial support to Mauritian residents and the financing of 
projects related to the COVID-19 virus and other related health issues), with around Rs159 million 
raised by the public and enterprises as of May 26, 2020. 

MONETARY AND MACRO-FINANCIAL 
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• The Bank of Mauritius (BOM) reduced the Key Repo Rate from 3.35 percent to 2.85 percent on 
March 10, followed by a further reduction to 1.85 percent on April 16. On March 13, the BOM 
also adopted a set of measures focused on economic operators which are being directly impacted 
by COVID-19, including: i) reduction of the cash reserve ratio from 9 to 8 percent, with the 
amount released through the cut earmarked to be made available to affected economic operators; 
ii) special credit line of Rs5 billion (1.1 percent or GDP) through commercial banks for affected 
firms to meet their cash flow and working capital requirements, with Rs2 billion granted by May 
29; iii) commercial banks also provide a moratorium of six months on capital repayment for 
existing loans of affected economic operators; iv) the BOM also eased supervisory guidelines on 
handling credit impairments; and v) Rs5 billion (1.1 percent of GDP) of 2.5 percent two-year BOM 
savings bonds which will be made available to retail investors. 

On March 23, BOM announced additional support measures: i) six-month moratorium on household loans 
at commercial banks, while BOM will bear interest payments for households with the lowest income; ii) 
Special Foreign Currency (USD) Line of Credit ($300 million) targeting operators having foreign currency 
earnings, including SMEs; iii) swap arrangement to support import-oriented businesses (initial amount $100 
million); and iv) Shared ATM Services - waving ATM fees during national confinement period. 

Following the amendments to the BOM Act adopted by the parliament as part of CoVid Bill on May 15, 
BOM announced in late May that its Board approved the following additional measures: 1) a one-off 
exceptional contribution of Rs60 billion (12% GDP) for the purpose of assisting Government in its fiscal 
measures to stabilize the economy of Mauritius; 2) setting up the Mauritius Investment Corporation Ltd 
(MIC) as a Special Purpose Vehicle with two-fold objectives: 1) mitigate contagion of the ongoing economic 
downturn to the banking sector, thus limiting macro-economic and financial risks; 2) secure and enhance 
financial wealth for current and future Mauritian generations while ensuring the stability of the banking 
sector. BOM announced it will invest US$2 bill of FX reserves in MIC towards the latter objective. It has 
also been announced Mauritius Investment Corporation (MIC) will focus on investing in the 
Pharmaceutical and Blue Economy as new strategic sectors. 

EXCHANGE RATE AND BALANCE OF PAYMENTS 

• The central bank has maintained the flexible exchange rate regime and has intervened modestly in 
the domestic foreign exchange market to prevent disorderly fluctuations and maintain FX liquidity 
in the financial system. BOM has sold US$172 million to banks since March 18, 2020. In addition, 
BOM conducted swap transactions with commercial banks for a total of US$100 million under its 
support program for import oriented businesses. Furthermore, it has also provided the State 
Trading Corporation Ltd (STC) with FX for a total of US$55 million since 26 March, 2020. BOM 
will continue to provide FX to the STC until June 30, to ensure adequate supply of essential goods 
to the public. 
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Mozambique 

Background. Mozambique reported its first COVID-19 case on March 22, 2020. 

Early on, the government took several actions to contain an outbreak of Covid-19 in the country, stating 
that “prevention remains the best strategy.” These actions included (i) the shutdown of schools form pre-
school up to university, (ii) the ban of all gatherings – including religious services - of more than 50 persons, 
(iii) the ban and cancellation of all entry visas, (iv) a 14-day quarantine for all travelers entering Mozambique 
and (v) the creation of a technical and scientific committee to advise the government. The government has 
made it mandatory to wear face masks in public places. 

On March 30, President Nyusi declared a state of emergency for the month of April, extended three times 
(until July 30). On August 5, the President declared a second state of emergency (after 3 consecutive months 
of State of Emergency allowed by the Constitution) to further halt the spread of the Covid-19. The 
measures to prevent the spread of the new coronavirus now include: (i) imposing limitations on movements 
within the country and border entries; (ii) ban on all types of public or private events; (iii) closure or 
reduction of non-essential shops; (iv) monitoring prices of essential goods for preventing price gouging; (v) 
redirecting the industrial sector toward the production of goods necessary for the prevention and mitigation 
of the Covid-19 pandemic; (vi) introducing employee rotation in the workspace; and (vii) ensuring the 
adoption of preventative actions in all institutions, public or private. 

Reopening of the economy. The government announced the reopening of schools for 12th grade (pre-
university) and teacher training colleges on July 27th, if hygiene conditions are met. About 25 % of 
secondary schools and 70 % of teacher training colleges currently meet the conditions. The new state of 
emergency envisages gradual easing of restrictions in three phases starting on August 18 with low risk 
activities including reopening of universities and other senior level colleges and religious gathering with no 
more than 50 people. 

Key Policy Responses as of August 13, 2020: 

FISCAL 

• The government has increased the budget allocation for health, from about MT 2 billion (or about 
0.2 percent of GDP) to about MT 3.3 billion (0.3 percent of GDP). In addition, the government 
has asked Mozambique’s development partners for US$ 700 million to help deal with the economic 
impact of the pandemic. This fiscal package would finance (i) temporary and well-targeted tax 
exemptions to support families and the health sector (VAT and import tariff exemptions on food, 
medicine and medical equipment), and (ii) higher spending to respond to the health crisis and 
humanitarian needs, including higher health related spending on goods and services, and higher 
cash transfers and subsidies to the poorest households as well as micro-businesses and SMEs. In 
May, the government extended the VAT exemption on sugar, vegetable oil and soap until the end 
of the year. 

MONETARY AND MACRO-FINANCIAL 

• To ease liquidity conditions, on March 16, the central bank reduced reserve requirements by 150 
basis points for both foreign currency and domestic currency deposits (to 11.5 percent and 34.5 
percent respectively). On March 22, it announced measures to support financial markets and 
encourage prudent loan restructuring by: (i) introducing a foreign currency credit line for 
institutions participating in the Interbank Foreign Exchange (FX) Market, in the amount of US$ 
500 million, for a period of nine months; and (ii) waiving the constitution of additional provisions 
by credit institutions and financial companies in cases of renegotiations of the terms and conditions 
of the loans, before their maturity, for clients affected by the pandemic, until December 31. On 
March 30, the central bank announced measures to ease payment system transactions and liquidity 
conditions by: (i) lowering fees and charges for digital transactions through commercial banks, 
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mobile banking and e-currency, for a period of three months, and (ii) waiving specific provision 
on foreign currency loans, until December 31. The central bank reduced the policy rate by 150 bps 
to 11.25 percent on April 16. On April 29, the central bank introduced a requirement for exporters 
to exchange at least 30 percent of FX proceeds into domestic currency. On June 17, the central 
bank reduced the policy rate by 100 bps to 10.25 and lifted the twice a week access restriction on 
the standing lending facility introduced in October 2016. 

EXCHANGE RATE AND BALANCE OF PAYMENTS 

• The metical has been allowed to adjust flexibly and has depreciated by about 7.5 percent against 
the US dollar since early March 2020. 
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Namibia 

Background. Namibia reported its first case of COVID19 on March 14, 2020. Cases have increased rapidly 
recently and have caused one of the main ports to be temporarily closed (due to a lockdown in the 
region).The total number of cases remains low. The government declared a national state of emergency and 
adopted containment measures, including social distancing, work from home initiatives (including 
suspension of the parliament for 21 days), lockdowns in some regions, and closures of all points of entry 
and comprehensive restrictions on cross-border travel. The domestic travel lockdown was relaxed on May 
4th (so people can travel inside the country with some constrains on number of vehicle occupants), points 
of entry remain closed, except for the transportation of goods. A targeted International Tourism Revival 
Initiative will be conducted between 15 July - 15 August 2020. 

Key Policy Responses as of August 13, 2020: 

FISCAL 

• On April 1st the government launched the Economic Stimulus and Relief Package to mitigate the 
impact of COVID-19 (8 billion Namibian Dollars, or 4.25 percent of GDP), including i) 
expenditure measures of 2.2 bn for health, wage subsidies for affected sectors, and income grants; 
and ii) guarantees of up to 2.3 bn to support low interest loans for small and agricultural businesses, 
and individuals. In addition, the government called off the Independence Celebrations and 
reallocated the corresponding financial outlay to the fight against COVID-19. On June 15th, the 
government announced it will extend the deadline of submitting Individual Income Tax returns 
from June 30 to September 30 (not the payment of taxes due, which is still June 30). 

MONETARY AND MACRO-FINANCIAL 

• The central bank reduced the policy rate by 25 basis points on June to 4 percent on June 17, 2020 
(225 bps total since the state of emergency was declared). On March 26, the central bank 
announced changes in the financial sector and its regulatory setting, including i) allowing banks to 
grant loan payment moratorium (payment holidays) ranging from 6 to 24 months, ii) regulatory 
and policy relief changes, such as relaxing the determination on liquidity risk management, reducing 
the capital conservation buffer rate to 0 percent for at least 24 months to support banking 
institutions to supply credit, and postponing the effective date of implementation of the 25 percent 
single borrower limit and concentration risk limit. 

EXCHANGE RATE AND BALANCE OF PAYMENTS 

• No measures. 
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Seychelles 

Background. Seychelles has successfully avoided outbreak of COVID-19 inside the country. While 127 
total cases have been reported, 126 cases have fully recovered. The government has adopted containment 
measures, including social distancing, travel bans on visitors from high-risk regions, screening at ports of 
entry, and school closures. Given that about 30 percent of the GDP directly or indirectly relates to tourism 
sector, the disruption to global tourism can have an adverse impact on the economy. Inflation has been 
contained so far as lower oil prices offset the impact of a depreciating rupee and supply side disruptions. 

Reopening of the economy. Mandatory work-from-home was lifted on April 30. On May 18, all schools 
were reopened. On June 1, the country reopened its border to passenger flights, limited to chartered flights 
only from low-risk countries. Some commercial flights from low-risk countries have been allowed to enter 
the country starting on August 1. 

Key Policy Responses as of August 13, 2020: 

FISCAL 

• The government has announced a measure to subsidize wages for companies facing distress caused 
by COVID-19, whose fiscal cost is estimated up to about 5 percent of 2020 GDP. A revised 2020 
budge was approved by the National Assembly in late April. 

MONETARY AND MACRO-FINANCIAL 

• The Central Bank of Seychelles (CBS) reduced the policy rate by 100 bps to 4 percent on March 
23. On the same day, it announced that a credit facility of approximately $28 million will be set up 
to assist commercial banks with emergency relief measures to assist businesses and individuals 
struggling with the financial impact of the pandemic. The CBS also announced that commercial 
banks, the Development Bank of Seychelles (DBS) and the Seychelles Credit Union have agreed 
to consider a moratorium of six months on the repayment of principal and interest on loans to 
assist businesses in impacted sectors. The National Assembly has allowed the Central Bank to 
provide (i) a limited credit to government up to SCR 500 million, preferably through purchase of 
securities, and subject to central bank Board approval; and (ii) extending the maturity of credit to 
commercial banks to 3 years. The CBS is also considering easing reserve requirements. The CBS 
will continue to monitor potential market stress and any emerging risks to the financial sector and 
the economy. The CBS cut the policy rate by 100 bps again to 3 percent, effective of July 1. 

EXCHANGE RATE AND BALANCE OF PAYMENTS 

• No measures. 
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South Africa 

Background. South Africa reported its first confirmed COVID-19 case on March 5, 2020. The 
government has declared a national state of disaster and adopted containment measures, including social 
distancing, travel bans on visitors from high-risk countries and quarantine for nationals returning from 
those countries, screening at ports of entry, school closures, screening visits to homes, and introduction 
of mobile technology to track and trace contacts of those infected. On April 27, a delegation of 217 
infectious disease experts arrived at the request of the government to support its health response to 
Covid-19. A nationwide lockdown was put in place from midnight March 26, with only critical workers 
and transport services, the banking sector, essential food and medicine production, and retail, operating. 
On May 1, 2020, a phased lifting of the lockdown began, allowing a few sectors to resume operation and 
others only partially. On May 13, a further relaxation of the lockdown was announced effective June 1. 
On May 24, it was specified that the June 1 relaxation would be broader than previously announced. Most 
economic activities reopened under strict health and social distancing practices except for high risk ones 
(i.e., restaurants, bars, taverns, accommodation, domestic air travel, conferences, events, entertainment, 
sporting activities, and personal services). The sale of alcohol was allowed on a restricted basis while the 
sale of tobacco remains banned. Remote work is still encouraged where possible. Starting June 8, schools 
started to reopen and on June 17, restrictions on sit-down restaurants, hotels, conference centers, casinos, 
non-contact sports, and personal care services were relaxed under strict adherence to health protocols. 
On July 12, in response to a growing number of Covid-19 cases, a curfew and an alcohol ban were 
reintroduced and the wearing of facemasks in public was made mandatory. The national state of disaster 
was extended to August 15. On July 23, it was announced that, starting on July 27, public schools will be 
closed for one month with minor exceptions. Net capital outflows (bonds and equities) since the 
beginning of the pandemic have amounted to $8.7 billion (3.1 percent of GDP); the sovereign’s dollar 
credit spread has increased more than 50 percent to 293.2 bps; and the rand has depreciated by about 
17.6 percent vis-à-vis the US dollar. Following a request from the government, on July 27 the IMF 
approved emergency assistance under the Rapid Financing Instrument equivalent to US$4.3 billion. 

Key Policy Responses as of August 13, 2020: 

FISCAL 

• The government is assisting companies and workers facing distress through the Unemployment 
Insurance Fund (UIF) and special programs from the Industrial Development Corporation. 
Additional funds are available for the health response to Covid-19, workers with an income 
below a certain threshold are receiving a small tax subsidy for four months, and the most 
vulnerable families are receiving temporarily higher social grant amounts for six months. A new 
6-month Covid-19 grant was also created to cover unemployed workers that do not receive 
grants or UIF benefits and the numbers of food parcels for distribution was increased. Funds are 
available to assist SMEs under stress, mainly in the tourism and hospitality sectors, and small-
scale farmers operating in the poultry, livestock, and vegetables sectors. A new loan guarantee 
scheme is helping companies with turnover below a certain threshold to get bank financing for 
the payment of operating expenses as of May 12. Allocations are also being made to a solidarity 
fund to help combat the spread of the virus, with assistance of private contributions, and support 
municipal provision of emergency water supply, increased sanitation in public transport, and 
food and shelter for the homeless. The revenue administration is accelerating reimbursements 
and tax credits, allowing SMEs to defer certain tax liabilities, and has issued a list of essential 
goods for a full rebate of customs duty and import VAT exemption. A 4-month skills 
development levy tax holiday is also being implemented. 

MONETARY AND MACRO-FINANCIAL 

• The central bank (SARB) reduced the policy rate several times since the pandemic started: 100 
bps to 5.25 percent on March 19, another 100 bps to 4.25 percent on April 14, 50 bps to 3.75 
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percent on May 21, and 25 bps to 3.5 percent on July 23. On March 20, it announced measures 
to ease liquidity conditions by: (i) increasing the number of repo auctions to two to provide 
intraday liquidity support to clearing banks at the policy rate; (ii) reducing the upper and lower 
limits of the standing facility to lend at repo-rate and borrow at repo-rate less 200 bps; and (iii) 
raising the size of the main weekly refinancing operations as needed. On March 23, the 
government announced the launch of a unified approach to enable banks to provide debt relief 
to borrowers. On March 25, the SARB announced further measures to ease liquidity strains 
observed in funding markets. The program aims to purchase government securities in the 
secondary market across the entire yield curve and extend the main refinancing instrument 
maturities from 3 to 12 months. On March 26, the SARB issued guidelines on modalities to 
provide debt relief to bank customers. On March 28, it announced temporary relief on bank 
capital requirements and reduced the liquidity coverage ratio from 100 to 80 percent to provide 
additional liquidity and counter financial system risks. On April 6, the SARB issued guidance on 
dividend and cash bonuses distribution to ensure bank capital preservation. Effective May 11, the 
SARB returned the number of repo auctions to once a day and, on May 12, announced a series 
of prudential priority measures for co-operative financial institutions on prudential matters, 
supervisory activities, as well as governance and operational issues. On August 3, the SARB 
announced that the easing of macro-prudential policies would be extended until further notice. 

EXCHANGE RATE AND BALANCE OF PAYMENTS 

• The SARB announced it will continue its longstanding practice of not intervening in the foreign 
exchange market. 

OTHER ECONOMIC MEASURES 

• On March 19 and 27, the Department of Trade and Industry introduced regulations against price 
gouging and export control measures on essential goods respectively. The government has also 
outlined measures for Covid-19 emergency procurement including the specifications of the 
health essentials it will purchase and the maximum prices for the personal protective equipment 
it will procure. 
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Tanzania 

Background. The first confirmed cases was reported on March 17, 2020. Since early May, the authorities 
stopped reporting new cases. The authorities banned large gatherings (except for worship), suspended 
attendance to schools and educational institutions, cancelled international flights, and mandated the 
wearing of face masks in Dar Es Salaam. 

Reopening of the economy. On May 18, 2020, the authorities lifted the suspension of international 
flights into and out of Tanzania. Effective June 1, 2020, the authorities allowed the opening of upper-
secondary and tertiary schools and the resumption of sport activities and events. On June 29, 2020 all 
other educational institutions reopened. As a result, all the restrictions due to Covid-19 have been lifted 
by July 2020. 

Key Policy Responses as of August 12, 2020: 

FISCAL 

• Thus far, the government spent $8.4 million specifically related to deal with the effects of 
COVID-19. In addition, the government has received grants and will use contingency reserve of 
US$3.2 million to fund additional health spending to mitigate the risks of the pandemic. 

To support the private sector, the authorities indicated that they expedited the payment of verified 
expenditure arrears with priority given to the affected SMEs, paying US$376 million in March 2020. The 
government has also expanded social security schemes by US$32.1 million to meet the increase in 
withdrawals benefits for new unemployed due to COVID-19. 

In addition, the government has granted VAT and customs duties exemptions to imported medical 
equipment and medical supplies. 

MONETARY AND MACRO-FINANCIAL 

• On May 12, the Bank of Tanzania (BoT) reduced the discount rate from 7 percent to 5 percent 
and reduced collateral haircuts requirements on government securities. 

Effective June 8, the BoT Statutory Minimum Reserves requirement is reduced from 7 percent to 6 
percent. In addition, the BoT will provide regulatory flexibility to banks and other financial institutions 
that will carry out loan restructuring operations on a case-by-case basis. 

Lastly, the daily transactions limit for mobile money operators was raised from about US$1,300 to 
US$2,170 and the daily balance limit was raised from US$2,170 to US$4,340. 

EXCHANGE RATE AND BALANCE OF PAYMENTS 

• No measures. 
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Zambia 

Background. Zambia recorded its first COVID-19 cases on March 18 and the number of daily cases 
continues to rise. Early actions to contain the spread of the virus included: (i) the closures of schools and 
universities; (ii) suspension of non-essential foreign travel; (iii) mandatory quarantine for all foreign 
travellers; (iv) closure of bars, cinemas, and casinos; (v) delivery and take-out regime for restaurants; (vi) 
restrictions of public gatherings to at most 50 people; (vii) restrictions on sports activities; (viii) a 
temporary lockdown of the towns of Kafue and Nakonde, and (ix) a partial closure of the border with 
Tanzania. In addition, the Zambian economy will be adversely impacted by the large decline in copper 
prices, sharp depreciation of the local currency, increase in yields on public debt, and economic 
disruptions due to lockdowns in trading partners. 

Reopening of the economy. Since April 24, the government has been slowly lifting lockdowns, border 
closures, and restrictions, subject to social distancing, including on churches, some non-contact sports, 
and barber shops and salons. On May 8, cinemas, gyms, casinos, tourist spots, and restaurants were 
allowed to open as long as they adhere to strict social distancing and sanitary guidelines. Primary and 
secondary school examination classes reopened on June 1. A reopening of international airports was 
announced on June 25. 

Key Policy Responses as of August 12, 2020: 

FISCAL 

• Import duties on mineral concentrate and export duties on precious metals were suspended to 
support the mining sector. The government has waived tax penalties and fees on outstanding tax 
liabilities resulting from CoVID-19. It has suspended customs duties and VAT on some medical 
supplies and medical related commodities. It has also removed provisions related to claiming 
VAT on imported spare parts, lubricants, and stationery, in order to ease pressure on companies. 
The government has also issued an 8 billion kwacha bond (2.4 percent of GDP) to finance 
CoVID-19 related expenses, including health spending, arrears clearance, and grain purchases, as 
well as a recapitalization of the development bank (NATSAVE). 

MONETARY AND MACRO-FINANCIAL 

• The Bank of Zambia’s Monetary Policy Committee lowered the policy rate by 225 bps to 9.25% 
on May 19 to mitigate the adverse impact of the pandemic. The BoZ plans to provide 10 billion 
kwacha (3.1% of GDP) of medium-term liquidity support to eligible financial services providers, 
and also scale up open-market operations to provide short-term liquidity support to commercial 
banks. In addition, BoZ implemented several measures to stimulate the use of e-money and 
reduce the use of cash, revised the rules governing the operations of the interbank foreign 
exchange market to support its smooth functioning by strengthening market discipline and 
providing a mechanism to address heightened volatility, revised loan classification and 
provisioning rules, and extended the transitional arrangement to IFRS9. The BoZ has allowed 
financial service providers to renegotiate the terms of credit facilities with borrowers affected by 
the pandemic. Non-bank financial institutions were allowed to use capital instruments that do 
not qualify as common equity Tier 1 and Tier 2 capital for the purposes of computing regulatory 
capital. 

EXCHANGE RATE AND BALANCE OF PAYMENTS 

• No measures. 
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Zimbabwe 

Background. Zimbabwe is facing three shocks: the COVID-19 pandemic, climatic-related drought and 
macro-economic policy. Most sectors of the economy have been affected by the COVID – 19 pandemic, 
especially tourism, non-food manufacturing, mining, financial services, transport and agriculture. About 
7.7 million (approximately half of the population) need food assistance, and at least 1.7 million require 
additional social protection. The first confirmed case of COVID-19 was recorded on March 20. A Covid-
19 National Preparedness and Response Plan was launched on March 19, 2020 with President 
Mnangagwa declaring the pandemic a State of National Disaster. 

Reopening of the economy. The authorities had opened both the formal and informal economy with 
bi-weekly reviews following a 35-day lockdown initiated on March 30, 2020 but have tightened the 
lockdown following a surge in infections. Movement is now limited to essential service workers. Some 
colleges and universities that had reopened were closed, and schools reopening initially scheduled for end 
July 2020 has been delayed. 

The authorities launched on April 2, 2020 a US$2.2 billion domestic and international humanitarian 
appeal covering the period April 2020 to April 2021. Of this, US$220 million, now revised to US$300 
million is targeted at fighting COVID-19, US$37 million for other critical health spending, and US$34 
million for water, sanitation and hygiene (WASH). Other critical needs include US$956 million for food 
insecurity, and US$20,8 million for social protection. As at July 2020, humanitarian support 
disbursements were US$26.9 million against US$202.6 pledges. 

Key Policy Responses as of August 13, 2020: 

FISCAL 

• The authorities have  supported ministries’ Covid -19 mitigation and control measures with  a 
ZWL$1.8 billion disbursement. Some of the interventions included ZWL$738.5 million to the 
Ministry of Health for Covid-19 risk allowances; additional employment costs, recruitment of 
additional staff to fight, capacity building and PPE procurement; ZWL$114.2  million for water 
and sanitation; ZWL$43 million for local production of  PPEs by institutions of higher learning; 
ZWL$100 million for reopening of schools starting with examination classes; ZWL$32.8 million 
for e-learning; ZWL$197 million for enforcement of lockdown restrictions; ZWL$50 million for 
support to transitory poor households; ZWL$35.5 million for shelters for the homeless and 
ZWL$229.7 million for quarantine centers. 

A cash transfer program that targeting 1 million vulnerable households is under implementation On May 
4, 2020, the authorities announced a larger COVID-19 economic recovery and stimulus package 
including measures to: (i) provide liquidity support to several sectors, including agriculture (ZWL$6 
billion), mining (ZWL$1 billion), tourism (ZWL$0.5 billion), SMEs (ZWL$0.5 billion), and arts 
(ZWL$0.02 billion); (ii) expand social safety nets and food grants (ZWL$3.9 billion); (iii) set up a health 
sector support fund (ZWL$1 billion); and (iv)  upscale investments in social and economic infrastructure 
in Cyclone Idai affected communities (ZWL$18 billion). 

In addition, the freeze on government hiring has been lifted for the health sector, targeting over 4 713 
additional medical personnel (about 20 percent increase); companies have been allowed to extend the 
payment of corporate taxes (waiving interest and penalties); and duties and taxes on various goods and 
services related to COVID-19 have been suspended, including on testing, protection, sterilization, and 
other medical consumables and procurement regulations have been relaxed to facilitate speedy 
procurement of essential goods and services. The authorities are also offering corporate tax credits of up 
to 50 percent for COVID-19 donations. 

With an inflation rate of 785.5 percent y-o-y in May 2020, the authorities increased all civil servants 
salaries and pensions by 50 percent and also announced that in June they would start paying US$75 to 
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civil servants and US$30 to pensioners to cushion them from the COVID-19 pandemic effects and the 
challenging economic situation. This is an interim arrangement and will be implemented from June to 
August 2020. 

MONETARY AND MACRO-FINANCIAL 

• On March 26, 2020, the authorities returned the multicurrency system allowing both 
Zimbabwean dollar and US dollar to be legal tender. They reduced the statutory reserve ratio on 
bank deposits from 5 percent to 4.5 percent. The statutory reserve ratio on bank deposits was 
further reduced from 4.5 percent to 2.5 percent in June 2020. They reduced bank policy rate 
from 35 percent to 15 percent per annum but have since July 1, 2020 reverted back to 35 percent 
in an effort to curb mounting pressures in the foreign exchange market. The central bank 
introduced a ZW$5 billion medium-term bank accommodation lending facility at 10 percent per 
annum and also increased private sector lending facility by the central bank from ZW$1 billion to 
ZW$2.5 billion. 

EXCHANGE RATE AND BALANCE OF PAYMENTS 

• In March 2020, the central bank moved from managed floating exchange rate system to a fixed 
exchange rate management system. The bank also revised the FX allocation priority list to 
improve allocation efficiency in light of the prioritize COVID-19 pandemic. Faced with acute 
foreign currency shortages, in June 2020 the authorities introduced a foreign currency auction 
system and reinstated the 30-day limit of liquidating surplus foreign exchange receipts from 
exports. 

 

[End of document.] 

 


