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How COVID-19 is affecting firms

COVID-19 shocks operate through

. Lockdown effects Supply shocks
many channels, but the magnltUde Public health measures require non- % Decline in labor and intermediate
and who is more affected is hard essential businesses to close inputs, global value chains disrupted
to pred Ict. Temporary shock, targeting non-essential E.g., firms that rely on imports are affected.

businesses, mostly in retail, hotels/restaurants
The COV-BPS survey measures (tourism) and personal services.
the impact of shocks on firms’ Financial shocks
sales and employment their Opportunities for finance becoming
. . ' . further constrained
operations and their expectations.
Demand shocks Deterioration in availability of credit while demand
‘\\,‘ Economic downturn drives down increases will affect access to finance
demand domestically and abroad
Broad-based shock. Will especially hit firms .
producing durables, apparel/textiles and those l}ncgrtam?y
reliant on export (manufacturing & services — e.g. Uncertainty is driving down
tourism). investment and innovation
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Survey Sample

2,226 firms were surveyed, sampled from client lists
of the DSBD (mostly micro, small and medium-sized
firms).

Interviews were conducted over the email (1788) and
phone (438), between 15 May and 1 June.

South Africa found itself in Level 4 of the lockdown,
meaning that most non-essential businesses remained
closed.
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Impact of COVID-19 on firms
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Only half of all firms are partially open or open

Approximately half of all firms surveyed were

partially open or open.

Operating status of firms:

45,0% - 42%
40,0% -
35,0% - 33%
30,0% -
25,0% -
20,0% - 20%
15,0% -
10,0% -
5,0% - 2% 3%
0,0% | | oem W
Open Partially open  Temp. closed Temp. closed (by Permanently
(mandated) (mandated) choice) closed
| All firms
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Firms of all sizes were affected by partial and
temporary closures.

Operating status per category:

50,0% -

44%43%

45,0% - 42% 43%
40,0%
35,0%
30,0%
25,0%
20,0%
15,0%
10,0%

5,0%

0,0%
Micro Small Medium

H Open M Partially open (mandated) @ Temp. closed (mandated)

Temp. closed (by choice) M Permanently closed



Accommodation, food services and other services saw
the most closures

® Open Partially open m Closed

s0% >% 15% Consistent with the public health

Zg/" measures taken, many non-essential
% % : :

oo 49% °3%  businesses remained closed.

40% 3% 34%  33% 32%

The highest rates of closures were

30% 24% .

0% reported by accommodation and food

10% I I I I services (75 percent), other services

0% (incl. personal services; 53 percent) and
construction (49 percent)
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Informal firms and services firms are more likely
affected

Firms in the services sector were more likely to be Informal firms temporarily closed at a higher rate,
temporarily closed. compared to formal firms.
Operating status per sector: Operating status of formal and informal firms:
50,0% 47%
o 46%
45,0% 68%
40,0%
35,0%
30,0%
41%
25,0% -
20,0%
15,0%
10,0%
>,0% 0% 2% 1% 2%
0,0% y _—
Manufacturing Retail/wholesale Other services Informal Formal
H Open M Partially open (mandated) = Temp. closed (mandated) H Open M Partially open (mandated) = Temp. closed (mandated)
Temp. closed (by choice) ® Permanently closed Temp. closed (by choice) ® Permanently closed
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Firms affected by multiple channels at the same
time

Firms in all sectors and of all sizes have been adversely affected through multiple channels, with a
decrease in cash flow being the biggest challenge, followed by a decrease in hours worked and
decrease in demand.

80,0% - 60,0% -
70,0%
50,0%
60,0%
50.0% 40,0%
,U%
40,0% 30,0%
30,0%
20,0%
20,0%
10.0% 10,0%
,U%
0,0% 0,0%
Manufacturing Retail/wholesale Other services Micro Small Medium
M Decrease in hours worked m Decrease in demand M Decrease in hours worked m Decrease in demand
 Decrease in cash flow Decrease in availability of finance  Decrease in cash flow Decrease in availability of finance
H Decrease in availability inputs m Decrease in availability inputs
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More than 90 percent of firms saw a decline in
sales

At the time of the survey, 93% of Manufacturing, retail and other MSMEs had a larger decline in sales

businesses saw a decrease in sales. services saw a decline of 70-75%. than large firms.

Change in sales, by firms (%) Change in sales (average and Change in sales (average and median)
median)

100,0% - 93% Average change Median change Micro Small Medium
-56

90,0% -
-58

80,0% -
-60

70,0% -
-62

60,0% -
-64

50,0% -
-66

40,0% -
-68

30,0% -
-70

20,0% -
-72

10,0% - 4% 3%
-74

0,0% - -70 -70
All firms -76 - -75 -72 -
M Increase M Remain the same ® Decrease B Manufacturing M Retail/wholesale  m Other services B Average change ® Median change
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Firms responded by cutting wages and working hours and
firing workers

Across firms of all sizes, the employment response to the pandemic has been dominated by a reduction in
wages, followed by working hours.

70,0% - 80%
63%
60,0% 70% 66% 67%
’ 61% .
" 50% 61% 60%
60%
50,0% 50%
50% 46% 48% 43%
40,0%
39% 40% 39%
40% 36%
30,0%
° 29%
30%
20,0%
20%
10,0%
10%
0,0% 0%
All firms Micro Small Medium
B Fired workers ® Granted leave of absence W Fired workers B Granted leave of absence
1 Granted leave of absence with pay @ Reduced wages B Granted leave of absence with pay m Reduced wages
H Reduced hours worked ® Reduced hours worked
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Firing workers has been more common in formal
businesses

Formal businesses reported firing workers Reduction of working hours and wages
nearly twice as much than informal businesses. were the two most common Ilabor
adjustments across sectors.
70,0% - 70,0% 65%
63% c09 3% 64% 63%
60,0% >8% >9% 60,0% -
50,0% 50,0% -
40,0% 40,0% -
30,0% 30,0% -
20,0% 20,0% -
10,0% 10,0% -
0,0% 0,0% -
Informal Formal Manufacturing Retail/wholesale Other services
M Fired workers M Granted leave of absence M Fired workers M Granted leave of absence
 Granted leave of absence with pay ' Reduced wages 1 Granted leave of absence with pay ' Reduced wages
B Reduced hours worked m Reduced hours worked
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Impact on female-owned businesses

Female-owned businesses reported more But of the businesses that are open, the
closures than male owned businesses (even differences between male-owned and female-
when controlling for other factors). owned businesses are small.
Operating Status Channels affected
50,0% - 60,0% - 57%
45%

45,0%
40,0% 50,0%
35,0% 40,0%
30,0%
25,0% - 30,0%
20,0%
15,0% 20,0%
10,0%

10,0%
5,0%
0,0% 0,0%

Open Partially open ~ Temp. closed Temp. closed (by Permanently Decrease in Decreasein  Decrease in cash  Decrease in Decrease in
(mandated) (mandated) choice) closed hours worked demand flow availability of availability inputs
B Male owned ™ Female owned finance
B Male owned ™ Female owned
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Impact on youth-owned businesses

Youth-owned businesses reported higher rates of
firing workers and granting unpaid leave of

absences compared to other businesses.
Labor Adjustments

80,0% -
70,0% -
60,0%
50,0%
40,0%
30,0%
20,0%

10,0%

0,0%

63%

Other

B Fired workers

66% 67%

65%

Youth owned

H Granted leave of absence

 Granted leave of absence with pay ' Reduced wages

m Reduced hours worked

@ WORLD BANKGROUP

small business
development

Department:
Small Business Development
REPUBLIC OF SOUTH AFRICA

76% of youth owned businesses started or
increased their usage of digital solutions during
the pandemic, compared to 57% of other
businesses

of digital solutions 46%
43%

0% -

se
45,0%

40,0%
35,0%
30,0%
25,0%
20,0%
15,0%
10,0%

5,0%

0,0%

Other Youth owned

M Yes. It started. M Yes. Itincreased. ® No
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Impact on business with majority black employees

Firms with majority black workers reported firing
workers at substantially higher rates.

Labor Adjustments Use
90,0% - 45,0%
78%
80,0% - 73% 40,0%
70,0% -
35,0%
60,0% -
30,0%
50,0% -
40,0% - 25,0%
30,0% - 20,0%
20,0% - 15,0%
10,0% -
10,0%
0,0% -
No black 0-25% black 25-50% black Majority black 5,0%
employment
0,0%
M Fired workers M Granted leave of absence

@ WORLD BANKGROUP

 Granted leave of absence with pay ' Reduced wages

m Reduced hours worked
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Firms with majority black employees were less
likely to use digital solutions.

of digital solutions

42% 42%

No black 0-25% black 25-50% black Majority black
employment

M Yes. It started. M Yes. Itincreased. ® No
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Impact on businesses with disabled workers

Firms with disabled workers reported slightly
higher rates of firing workers than other firms.

Labor adjustments

70,0% -

60,0%

50,0%

40,0%

30,0%

20,0%

10,0%

0,0%

64%
60%

No workers with disability

B Fired workers

0,
65% 63%

With workers with disability

H Granted leave of absence

 Granted leave of absence with pay ' Reduced wages

m Reduced hours worked
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Firms with disabled workers reported higher
rates of starting or increasing usage of digital
solutions (73%) compared to other firms (59%).

Use of digital solutions
45,0% - 42%

41%

40,0%

35,0%

30,0%

25,0%

20,0%

15,0%

10,0%

5,0%

0,0%
No workers with disability With workers with disability

M Yes. It started. M Yes. Itincreased. ® No
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Use of digital solutions
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Digital platforms and digital solutions are used in
response to the crisis

] 30% . Formal businesses were more likely to utilize
25,0% digital and/or repackaging solutions.

20,0% « The manufacturing sector had the highest
15.0% digital utilization.

10,0% . . .

c 0% « Firms of all sizes have been utilizing

0,0% adjustment mechanisms.

Informal Formal

M Use digital platforms ~ m Invest in digital solutions ™ Repackage product mix

50,0% - 70,0% -

59%
39% 60,0%
40,0%
50,0%
30,0% 40,0%
20,0% 30,0%
20,0%
10,0%
10,0%
0,0% 0,0%
Manufacturing Retail/wholesale Other services Micro Small Medium
B Use digital platforms ~ ® Invest in digital solutions ™ Repackage product mix B Use digital platforms ~ ® Invest in digital solutions ™ Repackage product mix
% small business
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Almost two-thirds of firms started or increased their
use of digital solutions

60% of all firms (with 5 or more employees) Informal firms were less likely to start or increase
either started or increased their usage of digital use of digital solutions during the lockdown
solutions during the pandemic. period.
45,0% - 80,0%
40% 71%
40,0% - 70,0% -
32:0% 1 60,0% -
30,0% -
50,0% -
25,0% -
40,0% -
20,0% -
30,0% -
15,0% -
10,0% - 20,0% -
5,0% - 10,0% -
0,0% - 0,0% -
All firms Informal Formal
M Yes. It started. M Yes. Itincreased. ® No M Yes. It started. M Yes. Itincreased. = No
N ) fima"I business
=..& development . . .
@W°RLDBA""GR°”P 0 = Note: these figures only cover firms with 5 or more employees. 19
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Policies
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Desired policies

Cash transfer [N /2% Firms indicate that the top 4 most desired
o policies are:
Wage subsidies | INNENEEEENN 2%

Deferral of rent, mortgage, or utilities | NRNRNGEGEGEGE 3% « cash transfers (78 percent),
« wage subsidies (42 percent),

Loans with subsidized interest rates  |NNNNNEGEEEE -3% . deferral of rent mortgage or utilities
Deferral of credit payments [ 17% (33 percent), and
* loans with subsidized interest rates
Access to new credit | 14% (33 percent)

Taxdeferral | 11%
Others [ 5%

Fiscal exemptions or reductions Wl 4%
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16 percent of firms received government support

16 percent of firms responds that they received

Half of the firms not receiving support applied but

49%

Applied but not received

government support of any form (e.g., cash transfer, did not receive funds
wage subsidy)
Received government support: Reasons for not receiving support
90,0% - 84% 60,0%
80,0% -
50,0% -
70,0% -
60,0% - 40,0% -
50,0% -
30,0% -
40,0% -
30,0% - 20,0% -
20,0% -
10,0% - 7% 7%
0,0% ‘ 0,0% -
All firms All firms
HYes ®No M | was notaware M Too difficult = 1am not eligible
i ), small business
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Micro firms received the least government
suppport

Micro firms reported receiving government support

the least.

Received government support:

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

0,0%

e
@ WORLD BANKGROUP %&;})

70,0%

89%

Micro

s’

60,0%

50,0%

40,0%

30,0%

20,0%

10,0%

0,0%
Small Medium

B Yes W No
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About half of micro firms applied, but did not receive

it yet.

Reasons for not receiving support:

d 7% 8%

Micro

M | was not aware

47%

54%

0,
7% 5%

1%

 Too difficult

61%

7%
5%

Small

= |1 am not eligible

Medium

Applied but not received
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Government support by firm groups

100,0% -
90,0% -
80,0% -
70,0% -
60,0% -
50,0% -
40,0% -
30,0% -
20,0% -
10,0% -

0,0% -

100,0% -
90,0% -
80,0% -
70,0% -
60,0% -
50,0% -
40,0% -
30,0% -
20,0% -
10,0% -

0,0% -

@ WORLD BANKGROUP

. 86% * Female-owned and youth-owned businesses
were less likely to receive government
support.

« Firms with 0-25% black workers were more
than twice as likely to receive government
14% support than those whose workers were
majority black or those with no black
Male owned | Female owned employment
M Yes W No 100,0% -
92% 90,0% - 87% 85%
82% 80,0% -
70,0% -
60,0% -
50,0% -
40,0% -
30,0% -
0 20,0% -
18% . 10,0% -
8% 0,0% -
X No black 0-25% black 25-50% black Majority black

employment

Other Youth owned

small business M Yes ®mNo

development
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Firms expect substantial declines in sales

Firms of all sizes predict a substantial revenue The retail sector predicts the largest revenue
loss in regular or pessimistic scenario. loss.

Expectations about sales (revenue loss)

Micro Small Medium Expectations:ahout sales{revende 0ss) otherservices
0,0 - 0,0
-10,0 - -10,0 -
-20,0 - -20,0 -
-30,0 - -30,0 -
-40,0 - -40,0 1
-50,0 - -50,0 -
-54
60,0 - -60,0 -
B Pessimistic ™ Regular ® Optimistic M Pessimistic ™ Regular m Optimistic
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Female-owned businesses reported higher expected
revenue losses

Expectations about sales (revenue loss) Looking ahead, in pessimistic and regular
business scenarios, female-owned businesses
reported higher expected revenue loss.

Male owned Female owned

0,0

-10,0

-20,0

-30,0

-40,0

-50,0

-60,0 -
B Pessimistic M Regular ® Optimistic
small business
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Recommendations
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Short-run: improve and optimize support
schemes

The survey indicates that many needs remain unmet. Only 16
percent of firms have surveyed received support and half of firms
report that they applied but have not received support yet. Firms in
vulnerable groups are less likely to receive support.

1. Optimize the delivery of current emergency support
measures. Clarity on eligibility criteria, processes and timeline is
crucial. It is unclear whether the current gaps are a result of
limited financial resources or capacity to disburse funds.

2. Target vulnerable groups. Micro, informal, female-owned,
youth-owned firms and firms with disabled workers or majority
black workers are less likely to be supported under current
schemes, but face pre-existing vulnerabilities.

&>, small business
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Long-run: set foundations for longer term productivity

growth

As the crisis continues, the
emphasis on policy should be

on how to regain much-needed ‘\\y Demand Channels % Supply Channels

productivity growth

1. Support re-establishment
of demand’ Supp|y and Demand might bounce back only

. . slowly.
financial channels.
. . . *  Provide marketing support to
2. Help firms adjusting to PO IS AL o
T 9 orders as sectors reopen.
the new norma_l tO « Targeted support to sectors
boost P rodu CtIVIty_ that will remain vulnerable,
: e.g. tourism.
Promote investments for s G T G
worker tralnlng, opportunities that could arise

management training,
BDS, technology adoption.
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Broken links in the supply chain
might be hard to re-establish.

Facilitate trade through
import-export credits to re-
establish links and low import
duties.

Support for procuring inputs.
Consider expansion of public
procurement programs.

% Financial Channels

Continued uncertainty will
continue to affect access to
finance.

Subsidized credit or credit
guarantee schemes for SMEs
can facilitate access.

Increased use of digital
solutions offers new
possibilities (e.g. increased use
of mobile money fintech).
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Firm Size

Proportion of firms in South Africa Firms surveyed for Business Pulse Survey

2% 4% 1%

6%

28%
26%

= Micro = Small = Medium Other = Micro = Small = Mediuim Other

Source: SME Baseline Survey

small business
development
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* Other includes the small number of firms (<2%) that were surveyed that were either (i) large or (ii) in the agriculture sector.
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Geographical Distribution

Proportion of firms in South Africa Firms surveyed for Business Pulse Survey
11% 7% 7%
5%
5%
1%
3%
9% 3% -
5%
35% 38%
12% 7%
15%

m Eastern Cape = Free State = Gauteng KwaZulu-Natal = Limpopo m Eastern Cape = Free State = Gauteng KwaZulu-Natal = Limpopo
= Mpumalanga = Northern Cape m North-West  m Western Cape = Mpumalanga = Northern Cape ® North-West  m Western Cape

Source: SMME Quarterly
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* Other includes the small number of firms (<2%) that were surveyed that were either (i) large or (ii) in the agriculture sector.
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Sector and Formality

Sectors Formality

2%
5%

13%

95%

= Services = Manufacturing = Retail/Wholesale Other
= Formal = Informal

i ), small business
development
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* Other includes the small number of firms (<2%) that were surveyed that were either (i) large or (ii) in the agriculture sector.
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Ownership and Employment

Female ownership

41%

59%

m Female-owned = Male-owned

), small business
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® Youth-Owned

Youth Ownership

= Other

Black employment

15%

.6%

12%

67%

= No black employment m 0-25% black employment

m 25-50% black employment = Majority black employment

Disabled workers

7%

93%

® Firms with disabled workers

= Firms without disabled workers
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The COV-BPS survey around the world

The COV-BPS su rvey IS being B Completed M Under implementation  Under discussion ™ Agreed/planned
conducted or planned in more
than 40 countries, allowing for a
consistent approach across
countries and cross-country
comparability.
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Analytical Approach

Key Questions

1. Group difierences

2. Implications on Policy and Programing —
Relief and Recovery

3. Recommendations

small business
development
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People
with
Disability

ook pa o=

Statistical Techniques

Frequency distributions;

Bar and Pie Charts

Means, medians and modes;

Tests of difference between Categorical Variables
Correlational Analyses

37



Survey Workflow
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21 April II Phase 1 Sampling Phase 2 Instrument Design Phase 3 Training
2020
23-30 April 1-5 May 13-31 May
Phase 1 samplin,
» Diatabase pling
Sefa Clients Stratification
Team 1,
——| Samping Vifay, ] SEDA clients Stratficaion
Sirategy Boitumelo, Lizzie,
Elwyn, Gabriel, DSBD SMMESA Database
Sample of Gemechu, Besart | ———® | ciaisanon
— | Relevant
Firms
— Phase 2 Instrument
Survey sam -
Instruments Elwyn. L
ijay, Dominique,
Ruth, Gabas], Review Proposed Pulse
Gemechu Survey
| Recruit
RVEY — | Enumerators Inclugion of the Informal
=L — Covert Secior lemsiguestions
Team 3
DSBD + WORLD Agents Dominiaus,
BANK INITIATIVE Elwyn, Gracshn,
) Ruth, \iay,
i Online Nthambelen,
Training Godirey, Xolani, .
Enumerators Mauduzi, Lizzy, Phase 3 Training
Azwi, Boitumelo,
Confirm 8 Enumerators
> g::la . Shaheen Cnling Training 4% May
Instrument loaded and
Teamn 4 tected 50 May
Analyses, Michael, - N
Intergr=tation Viay, Domingue, Practise sessions 5 May
> g Reporting Bodtumnelo, Elwyn,
Gracelin, Kathy
(CEPEP), Alroy
[SEFA), Lana
(EDSE), Gwnynne-
Ewvans, Migel
(EDSE)
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1-5 June

8-12 June

Phase 4 Data Collection

Telephonic Survey

Data Collection 13-22
May

Web Based Survey

Web instrument 117 May

Set individual targets and
timelines for data
enumeration 13-22 May

Automated response 117
May

Random checks of 10%
on each baich of data
uploaded 13-22 May

Sefup online queries 1
person WEB Team -12= May

Trial Bulk Mail 127 May

Responzes cloge 228
May

Bulk Mail 13 May

Phase 5 Analyses

Automatic daily reminders to
comglets survey 13-22 May

Responses close 22 May

Cremographic Analyses

Tables of Frequencies
and Percentages

Graphs and Chartz
detailing responses

Quantitative Findings

Focus Group on Results
interpretafion

Qualitativesthematic and
interpretive findings

Trend and Comparative
Analyses (Other
countries)

15 June
2020

Phase 6 Reporting

Execufive
summary

Sampling

Background

Statsfical
Technigues

Introduction

Data Analysis

Purpose

Objectives

Findings

Design

Comparafive
Analysis

Methodology

Policy and

Programmatic
Recommendations
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Methodological note — difference in survey
methods

Approximately 85% of survey participants utilized email. Of those who used email, 22% reported being
open, compared to 8% of those who responded by phone.

90,0% - 85% 60,0% -
51%
80,0% -
50,0% -
70,0% - 41%
40,0% -
60,0% -
50,0% - 30,0% -
40,0% - 20,0% -
30,0% -
10,0% -
20,0% - 15% % -D % 1%
0,0% a T
10,0% - Email Phone
0.0% H Open M Partially open (mandated) = Temp. closed (mandated)
,J70
Email Phone Temp. closed (by choice) ® Permanently closed
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Methodological note — difference in survey
methods

Firms who replied by email reported higher Firms who replied by email reported substantially higher
declines in sales. rates of labor adjustments, including firing workers,
unpaid leave of absence and wage and hour
Changes in sales reductions.
Email Phone l@bﬂ'r AdeStmentSGG%
0 62%
60,0% -
-10
50,0% - 45% 46%
20 -
40,0% -
.30
30,0% -
40
20,0% -
=0 1 10,0% -
-60 1 0,0% -
Email Phone
-70
M Fired workers B Granted leave of absence
-80 - 1 Granted leave of absence with pay ' Reduced wages
B Average change ® Median change m Reduced hours worked
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Firm Size Definitions (DSBD)

@ WORLD BANKGROUP

Size or class of
enterprise
10

Manufacturing

Retail and motor trade and
repair services

Wholesale trade, commercial
agents and allied services

Finance and business services

Community, social and
personal services

Micro
Small
Medium
Micro
Small
Medium
Micro
Small
Medium
Micro
Small
Medium
Micro
Small

Medium

Total full-time equivalent
of paid employees

50
250
10
50
250
10
50
250
10
50
250
10
50
250

Total Annual Turnover

10 million
50 million
170 million
7.5 million
25 million
80 million
20 million
80 million
220 million
7.5 million
35 million
85 million
5 million
22 million

70 million
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Are firms receiving government support?

Firms with disabled workers reported receiving
government support at lower levels than other
firms.

0,0%

ecei

90,0%
80,0%
70,0%
60,0%
50,0%
40,0%
30,0%
20,0%
10,0%

0,0%

2
@ WORLD BANK GROUP %é%

ved government support?
83%

89%

No workers with disability

s’

M Yes ®mNo

small business
development

Department:
Small Business Development
REPUBLIC OF SOUTH AFRICA

With workers with disability

They reported higher rates of applying, but not
receiving government support.

Reasons for not receiving support
70,0%

60,0% - 57%
50%

50,0% -
40,0% -
30,0% -

20,0%

10,0% - 6% 7% 7%

5%
1% 0%
0’0% ,4: ° L

No workers with disability With workers with disability

M | was notaware M Too difficult = 1am not eligible Applied but not received
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