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Home office expenses 
and tax planning

The Covid-19 pandemic has caused great hardship and 
the lockdown, which was intended to mitigate its effects, 
has changed life as we know it. Lockdown has left most 
people immobile and working from home has become 
essential for the survival of companies and earning an 
income.

The question arises as to whether the expenses 
incurred as a result of working from home, such as 
electricity, rent or mortgage bond repayments, can be 
claimed as a tax deduction against the income earned 
by employees. The answer is not a simple yes or no. A 
deduction is only allowed from the income derived by a 
person from carrying on a trade. In the Income Tax Act, 
unless the context otherwise indicates, “trade” includes 
every profession, trade, business, employment, calling, 
occupation or venture.

Section 23(m) of the Income Tax Act prohibits the 
deduction of any expenditure, loss or allowance which 
relates to any employment or office held by any person in 
respect of which he or she derives any remuneration other 
than an agent or representative whose remuneration is 
normally derived mainly (more than 50%) in the form of 
commissions based on his or her sales or the turnover 
attributable to him or her.

Only the following expenditure may be claimed as a 
deduction against remuneration:
•   Any contributions to any retirement fund
•   Any legal expenditure, wear-and-tear allowance, bad         
    debt or provision for doubtful debt
•  Refund of amounts received in respect of services      
    or any employment or the holding of any office or  
    refunds of amounts received as a restraint of trade      
    payment 
•   Qualifying rent, repairs or expenditure in connection         
     with any private home to the extent that the       
    deduction is not  prohibited as being domestic or   
     private expenditure in terms of section 23(b) of the   
     Income Tax Act

An employee who earns remuneration that does not 
mainly consist of commission, can consequently claim 
deductions in respect of that part of a private home used 
as a home office (therefore for the purposes of trade) 
if that part is specifically equipped for purposes of his 
trade, and that part is regularly and exclusively used for 
his trade and the employee’s duties are mainly performed 
in that home office.

In order for a part of a private home to be considered 
“specifically equipped” for the purposes of trade, that 

part must be fitted with the instruments, tools and 
equipment required to conduct that trade. Taxpayers 
who meet clients at their homes would not be permitted 
a deduction under this head if they meet their clients 
in their dining or sitting rooms. A separate office would 
need to be equipped and maintained.

The Concise Oxford Dictionary defines “regularly” to 
mean “done or happening frequently” and “exclusively” 
to mean “excluding or not admitting other things; 
excluding all but what is specified”. A deduction is thus 
not permitted where it is evident that the taxpayer 
conducts any activities of a private nature in the part used 
for trade, such as permitting children to use the room as 
a playroom. Typically, home office expenditure will be 
the type of expense referred to in section 23(b), namely 
rent of the premises; interest on bond; cost of repairs to 
the premises; and other expenses in connection with the 
premises. In addition to these expenses, other typical 
home office expenditure may include phones; stationery; 
rates and taxes; cleaning; office equipment; and  
wear-and-tear. 

SARS often requests supporting documents from taxpayers 
to back up their home office deductions. Taxpayers must 
be aware that they have to submit scanned copies of 
invoices, as well as all relevant calculations to substantiate 
the percentage of home office expenses claimed (a 
spreadsheet or list of expenses will not suffice). They 
must also ensure that the supporting documents can 
easily be reconciled with the home office claim on their 
ITR12. If the backup is unclear or insufficient, SARS will 
disallow the deduction altogether.

While people are eager to claim the home office tax 
deduction in order to reduce their taxable income (and 
ultimate tax liability), few people understand the negative 
tax impact a home office will have on the calculation of 
their capital gains tax when they sell their property one 
day. When taxpayers sell the home in which they live, 
there is a primary residence exclusion of R2 million. This 
means the first R2 million of the capital gain (or loss) is 
excluded for the purposes of working out capital gains 
tax. All individual taxpayers receive an additional R40 000 
capital gains exclusion per year.

However, if the taxpayer worked from home and used part 
of the house as an office, the Income Tax Act requires the 
capital gain to be apportioned between primary residence 
use and business use. This apportionment must take into 
account the length of time that the home office was used 
as a portion of the entire period of ownership, as well as 
the size of the home office compared to the size of the 
entire property.
If you have a home-based business that is registered 
for VAT, you can also claim VAT input credits on the 
costs of maintaining the premises in which that 
business is housed. However, be careful 
not to claim a VAT input credit on the 
cost of any additions or alterations 
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you make to your property to accommodate a home office 
or home business. This is because if you claim a credit for 
building work done to add an office, for example, or to 
convert the outbuildings, SARS will expect you to include 
VAT in the price of the whole property when the time 
comes to sell it.

Home-office expenses and Covid-19
There is nothing in the requirements of the ITA to suggest 
that the home office deduction applies only to persons 
who will work from home indefinitely, for the full period 
of their employment, or that persons who temporarily 
works from home due to circumstances such as those 
faced by South Africa at the moment, should be excluded. 
As long as the home office is used regularly (and all other 
requirements are satisfied). There is no specific rule that 
defines what “regularly” means in this context. 

SARS, in its Interpretation Note 28, states that a typical 
example of the use of a home office that is not regular 
in this context is a home office that is maintained and is 
only used occasionally, for example, once on a weekend 
due to the taxpayer maintaining a separate business 
premises, is not used frequently enough to constitute 
regular use.

Allowance paid by employer
Interpretation Note No 14 (Issue 4) dated 18 March 2019 
explains the term. An allowance is an amount of money 
granted by an employer to an employee to incur business 
related expenditure on behalf of the employer, without 
an obligation on the employee to prove or account for 
the business-related expenditure to the employer. The 
amount of the allowance is based on the anticipated 
business-related expenditure.

All amounts paid or granted by a principal to a recipient 
(the person receiving the amount, for example the 
employee) as an allowance or advance must be included 
in taxable income to the extent that the allowance or 
advance or a portion of the allowance or advance is not 
exempt from normal tax under section 10, or has not 
actually been expended for the specific purposes stated 
in the case of travelling on business, subsistence and the 
holding of a public office.

Since the gross amounts in respect of all other allowances 
(except travelling on business, subsistence and the 
holding of a public office) or advances are included 
in taxable income (as the final taxable amount), no 
expenditure can reduce the amount of such allowances 
or advances to be included in taxable income. 

The full gross amounts of all other allowances, for 

example clothing allowances, child-care allowances, 
allowances for the use of a cell phone or entertainment 
allowances, are consequently included in taxable income 
as the final taxable amount.
Reimbursements
Reimbursements from an employer have the benefit 
of not being taxable, as they do not constitute 
remuneration. Another benefit is that the home office 
does not have to meet the specific requirements that 
lift the applicability of section 23(b) and section 23(m). 
However, the employee must bear the office expense 
first, and keep all invoices and receipts to be able to claim 
the amount from the employer, and the expense must 
be a concomitant on your rendering services to your 
employer. The reimbursed expenditure however must be 
bona fide expenditure in relating to the employer’s trade 
being carried on.

Advances from employers
An advance entails receiving an amount from your 
employer to be used for your home office expenses.  
Advances have the same benefits as reimbursements. 
However, the expense must also be affiliated to the 
rendering of your services to your employer, and all 
invoices and receipts must be kept. If the advance is 
excessive and not fully utilised by the employee, the 
employer will claim the excess from the employee, and 
if the advance is deficient, the employee will claim a 
reimbursement from the employer.

No-value fringe benefits
In terms of the Seventh Schedule of the Income Tax Act, 
certain fringe benefits will be deemed to have no-value. 
Any communication service provided to an employee 
will not be taxable if the service is used mainly (more 
than 50 percent) for the purposes of the employer’s 
business (Paragraph 10(2)(c)), for example WiFi. A meal 
or refreshment supplied by an employer to his employee 
in a canteen, cafeteria or dining room wholly or mainly 
used by his employees, or on the business premises of the 
employer, or during business hours or extended working 
hours, or on a special occasion will also constitutes a 
no-value fringe benefit. Therefore, reimbursement for 
coffee expenses to by consumed at a home office will not 
be deductible from tax as it needs to be consumed at the 
employer’s business premises.

Thus, as can be seen from the above discussion, several 
planning tools is available to accommodate employees 
during the Covid-19 pandemic. However, care should 
be taken when considering the tax implications of these 
decisions. For any method elected, evidence must always 
be maintained to discharge the onus that an amount is 
deductible, or not taxable.

Prepared by CORE Tax
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Covid-19 is here and it will impact us all. We need to be prepared to deal with the impact it has on our personal as well as 
our professional lives.  Companies will still require audits but getting timely access to clients, data and evidence could prove 
difficult, with people practicing social distancing and working from home.  

Some companies and auditors are also facing practical difficulties in preparing accounts and carrying out audits.  This will 
affect the way in which audit firms carry out their audit of those companies, given restrictions on travel, meetings and access 
to company sites in some jurisdictions and the need to develop alternative audit procedures to gather sufficient, appropriate 
audit evidence.
 
The current situation should not undermine the delivery of high-quality audits. Audits should continue to comply fully with 
required standards.  In current circumstances, additional time may be required to complete audits and it is important that 
this is taken, even at the risk of delaying company reporting. We are forced to be more creative and to think out of the box 
in order to comply with auditing standards.  

In addition, measures taken to counter the spread of the virus may impact the auditor’s assessment of going concern 
and the prospects of an audited company. The auditor should maintain professional scepticism and objectively challenge 
management’s plans and significant assumptions on events or conditions affecting the entity and its environment, including 
uncertainties associated with Covid-19. Auditors have to take into account the adequacy of disclosures made by management 
about the impact of the corona virus on the company.  

During the planning stage of the audit the auditor needs to take the impact of Covid-19 into account when they perform 
their risk assessment. There is also a need for the auditor to reassess key aspects of their audit as a result of the fast-changing 
situation, which may require management to provide further evidence.

IRBA published an article on the implications of the Covid-19 pandemic on audits and auditors. This article discusses how 
the pandemic will impact the process of obtaining an understanding on the client’s reporting timetable, the risk assessment 
process, obtaining audit evidence, going concern, subsequent events, accounting estimates and the possible implications on 
auditor’s report. The full article is available here: https://www.irba.co.za/guidance-for-ras/general-guidance/covid-19

SAICA’s Accounting Practices Committee (APC) highlights the requirements within IFRS as well as the existing issued guidance 
that are relevant and useful for entities considering how the pandemic affects their accounting, for financial periods ending 
on or after 31 December 2019, in 12 educational modules issued in April and May 2020. Topics such as Events After the 
Reporting Period (Module 1) and Going Concern (Module 2) are included in the 12 educational modules. The Covid-19 
education material is available here:
https://www.saica.co.za/About/MemberServices/MembersinSmallandMediumPractices/TechnicalResources/
FinancialReporting/COVID19EducationalMaterial/tabid/4428/language/en-US/Default.aspx

CORE Audit has summarised the possible impact on some of the financial statement line items and the procedures possibly 
impacted to obtain assurance over all assertions. 

Assets
The travel restrictions implemented might impact the auditor’s planned yearly asset verification process to confirm the 
existence of the assets.  

Alternative procedures to verify assets include the following:
•  Motor vehicles can be verified by means of their latest registration documentation
•  Vehicles can be verified by linking them to their relevant expenditure like petrol cards, service records, insurance policies  
     and possible repairs and maintenance. 
•  Photos can be sent to the auditor of the selected assets together with a familiar employee of the company. Photos        
     should also include the bar-code of the asset.
•   Deed searches for buildings.
•   Repairs and maintenance records can provide assurance over the existence of the assets.
•   When assets are physically verified the audit firms should ensure that their staff are protected by  
     providing them with the necessary gloves, masks and hand sanitiser. 

Assessing the impact of Covid-19 on the auditing 
environment
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Inventory count
For the inventory counts not yet conducted we recommend 
that the counts be performed by smaller groups of people 
from the client and audit personnel’s side. The client should 
ensure that the staff selected for the count is healthy and 
provide them with protective masks and gloves. Audit firms 
should also ensure the safety of their own staff that attends 
the stock count by also providing them with the necessary 
gloves, masks and hand sanitiser. 

Auditors should consider observing inventory counts on 
alternative dates or in some cases where attendance is 
impracticable, alternative audit procedures, for example, 
inspection of documentation of the subsequent sale of 
specific inventory items acquired or purchased prior to 
the physical inventory counting may provide sufficient 
appropriate audit evidence about the existence and 
condition of inventory (ISA 501:A13).

The auditor’s inability to perform specific audit procedures 
may give rise to a limitation on the scope of the audit when 
no alternative procedures can be performed, which in turn 
may impact the audit opinion expressed.

Auditors are permitted to resume their duties as the 
country has moved to lockdown alert level 3. However, 
certain opportunities to obtain sufficient appropriate audit 
evidence have been lost, with the most pertinent of these 
being the auditor’s ability to physically attend a March, April 
and even May 2020 year-end inventory count. These missed 
opportunities will be considered a limitation on the scope 
of the audit if the auditor is not able to obtain sufficient 
appropriate audit evidence by performing alternative 
procedures. 

Employee cost
To avoid contact with numerous client employees, alternative 
procedures can be considered to verify employees by doing 
so through the use of either online platforms or photos 
where the employee is showing their IDs. If possible one 
can rely on the previous year’s control testing. The auditor 
will however need to ensure that the controls remained the 
same and that the required level of comfort was obtained in 
the previous year.   

Fair value of investments 
Covid-19-related subsequent events are likely to be events 
that provide evidence of conditions that arose after the date 
of the financial statements. This includes declines in the fair 
value of investments. In the past, we have seen a shift in the 
accounting standards from a historical cost model, which as 

the name suggests, requires that items are measured at the 
price actually paid, to a fair value model, which is heavily 
reliant on future orientated information. With the fluid 
situation that we currently find ourselves in, with changes 
occurring on a daily basis, it is difficult to develop future 
expectations or estimates that are required in measuring 
these items. In the current economic environment, it is 
possible that assets have lost value and will therefore 
need to be impaired to some extent. The higher the level 
of uncertainty, the more difficult it is for the preparer to 
establish a fair value and for the auditor to verify that this 
value fairly presents.

General considerations:

Internal control
Auditors are required to evaluate the design and 
implementation of controls relevant to the audit for each 
client. To determine whether a control is relevant to the 
audit, auditors should exercise their professional judgment. 
Auditors should consider what could go wrong from a 
financial reporting perspective and whether certain controls 
can mitigate those risks.

The client’s relevant controls may have changed dramatically 
during the pandemic to accommodate remote work forces 
and process flows. When this is the case, the auditor may 
be required to conduct two evaluations of the design and 
implementation of relevant controls: one for controls 
that were in place before the pandemic and another for 
controls put in place after the pandemic commenced. This 
will depend upon the nature of the control and how the 
pandemic affected the client’s operations. For example, if 
a restaurant had no activity while stay-at-home orders were 
in effect, evaluating controls during that period may be less 
relevant.

The auditor’s evaluation of the design and implementation 
of relevant controls affects the rest of the audit. For 
example, an auditor may have historically placed reliance 
on the operating effectiveness of a given control. If that 
control stopped operating during the pandemic, such 
an approach may no longer be possible. In that case, the 
auditor may need to revise the nature, timing, and extent of 
substantive testing in order to obtain sufficient appropriate 
audit evidence.

As Covid-19 may present an increased possibility of control 
deficiencies for 2020 year-end audits, setting expectations 
with clients before the audit commences may be a practical 
first step.

Fraud risk
Covid-19 presents a veritable “perfect storm” for fraud risk, and auditors should be on high alert. Recall the three sides of the 
fraud risk triangle: incentives or pressure, opportunity, and rationalization:
•   Incentive: As many businesses were affected economically, employees may have felt pressure to make fraudulent       
     journal entries to sustain the corporation’s viability. For example, if a client was on the verge of violating a loan  
     covenant, there may have been pressure and incentive to misstate results to avoid that outcome. Employees  
     may have also felt pressure if their personal financial situation worsened.
•   Opportunity: Breakdowns in internal controls over financial reporting may have presented  
     opportunities for fraudulent financial reporting or misappropriation of assets. For example,  
     if a client’s accounting department was suddenly unable to access their office and many of  
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     their controls were manual, management may have overridden controls. In many cases, this reaction may have been  
     well intentioned — however, auditors should approach management override with a healthy degree of professional      
    scepticism.
•  Rationalisation: Employees could rationalise these fraudulent activities, thinking, “I’m only changing the numbers to help  
     the company survive,” or, “I’ll pay this back as soon as things return to normal.”
•   When planning the audit, audit teams should consider any potential fraud risks that could have a material effect on the  
     financial statements. They should gain an understanding of the actions taken by management to mitigate those risks and  
     then evaluate whether the audit procedures they’ve planned need to be adjusted.

Risks and uncertainties
Management is required to disclose risks and uncertainties that could significantly affect (1) amounts reported in the financial 
statements in the near term or (2) the near-term functioning of the entity. Risks and uncertainties can stem from the nature 
of the entity’s operations, significant estimates, or current vulnerabilities due to certain concentrations.

Many entities will be required to disclose risks and uncertainties associated with Covid-19, as the pandemic may meaningfully 
impact significant estimates and exacerbate concentrations. Examples include market and geographical concentrations in an 
area severely affected by Covid-19, and concentrations in the volume of business with one customer, supplier, etc. As such, 
auditors should assess whether the robustness of disclosures appears appropriate.

Supporting documentation
We recommend making use of Dropbox and OneDrive accounts to transfer supporting documentation from the client to the 
auditor. Access controls to these platforms should however be managed strictly to safeguard the information and ensure 
confidentiality. If the client chooses to make use of GoogleDrive, they should be the one to create the folder and ensure that 
there are measures and controls in place to safeguard and protect the information and keep it confidential.  

Professional scepticism should be applied regarding the uploaded soft copies of supporting documentation since you will not 
be verifying the actual document itself and there is a risk of manipulation of documents.
  
Possible contaminated documents
If the client prefers to submit the actual supporting documentation, the auditor can request to audit it from their premises 
to avoid going to the client’s premises. Once the documentation gets delivered it should be stored for a week before it is 
examined to allow the virus to die and prevent contamination. 

Completeness
Completeness will be the auditor’s biggest concern for the impacted period. Each and every client will be different and 
should be assessed to determine the most appropriate procedure to provide reasonable assurance. The auditor should 
determine the origin of the transactions and trace them back to the client’s accounting records for completeness.  

Finalisation and audit opinion
The following should be considered when drawing a conclusion on the audit:
•  Emphasis of matter: Even if there is not substantial doubt about any entity’s ability to continue as a going concern,        
    an auditor may still conclude that an emphasis-of-matter paragraph is necessary. This would be the case if an unusually  
    important subsequent event or major catastrophe is disclosed in the financial statements and, in the auditor’s opinion,  
    it is necessary to draw the user’s attention to the matter. In determining whether Covid-19 meets this definition for a  
    given  client, auditors should consider the circumstances of that particular client and exercise their professional judgment.
• Scope limitations: As auditors work with clients throughout the pandemic, there is a real possibility that scope limitations   
    will occur. For example, confirmations that are a key source of evidence may not be returned and alternative procedures  
    may not be considered sufficient, or it may not be possible to evaluate the design and implementation of relevant       
    controls  at the client.

When assessing the impact of a scope limitation, auditors should focus on whether they are material and pervasive. 
“Pervasive” effects are those that, in the auditor’s judgment, meet one or more of the following criteria:
•  Are not confined to specific elements, accounts, or items of the financial statements.
•  If they are confined, represent or could represent a substantial proportion of the financial statements.
•  With regard to disclosures, are fundamental to the user’s understanding of the financial statements.

Scope limitations that are material but are not pervasive to the financial statements result in a qualified opinion, while 
scope limitations that are both material and pervasive result in a disclaimer of opinion.

The auditor’s report is the auditor’s primary means of communicating the results of the audit to the 
users of the financial statements. A modified opinion does not necessarily mean a complete failure 
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on either the part of management or the auditor in preparing or reporting on the financial statements. In the event of a 
modification to the audit opinion, investors and other users of the financial statements are encouraged to pay close attention 
to the auditor’s report as it contains valuable information that is key to the user’s understanding of what gave rise to the 
modification.

In closing
In the past we could get away with the reperformance of previous years’ procedures, but now auditors will be forced to be 
more creative and think out of the box to design audit procedures to ensure that sufficient appropriate audit evidence is 
obtained. Auditors should share creative ideas amongst each other that will assist in obtaining the necessary comfort. We 
might come up with more effective and better ways of doing things that we can take out of this difficult time.

Prepared by CORE Audit

Director amendments – appointments and resignations

In terms of the Companies Act 2008, the memorandum of incorporation (MOI) determines the minimum and maximum 
number of directors and alternate directors in a company.  

In the case of a private company with a standard MOI, the term of office for a director is indefinite and there is no restriction 
on the number of directors to be appointed, however, the minimum number of directors may not be less than one.

In the case of a private company with a customised MOI, the director’s term of office and any other eligibility requirements 
will be set out. The minimum and maximum number of directors and alternate directors will also be specified.

New directors may be elected by the current board of directors when a vacancy arises or should the company require 
additional directors on their board of directors.

Vacancies on the board may arise if a director:
•  resigns from the board of directors
•  ceases to hold office, title or designation
•  passes away
•  becomes incapacitated
•  is removed

In order to implement the appointment or resignation of a director, a director amendment application needs to be filed 
at CIPC and the following documentation need to be disclosed to the Registrar in order to process the amendments to the 
company:
•  a COR39 application document
•  resolution by the board of directors accepting the appointment or resignation of the director
•  a resignation letter from the resigning director
•  certified ID copies of all directors
•  mandate should the company use a third party for the submission to CIPC, on their behalf
•  consents from newly appointed directors (no need to file this at CIPC, but to be kept on statutory records)

The application, including the supporting documentation, is lodged to CIPC via their online E-Services portal. After submission 
of the application to CIPC, the COR39 confirmation document or results pertaining the requested changes will be received 
normally within four (4) working days.

Prepared by CORE Co Services
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Are you investing in these
 in-demand soft skills?

Soft skills are general personal skills, such as providing 
and accepting feedback, working in a team, and managing 
your time. Soft skills are usually self-learned as opposed 
to hard skills. Having a degree or diploma is important, 
but developing your soft skills is an essential aspect of 
building a dynamic workforce.  Core Online Academy is 
your solution.

Essential soft skills include:

Leadership
Leadership has always been and will always be a critical 
soft skill. Research has shown that 89% of employees 
feel committed to staying at a company if the company 
has great leaders. It takes training to become a great 
leader; companies should offer leadership training to all 
employees, because even if you don’t fulfil a leadership 
role, possessing the skills of a leader can benefit the 
entire company. See the Management Skills study field 
for courses on leadership.

Time management
Employers are results-oriented, and hence want to 
employ workers that will deliver the desired results. 
Possessing good time management skills is essential 
to finishing projects on time. Employers prefer having 
employees with good time management skills in their 
workforce, as these employees know how to prioritise 
their work. See the Time Management short course for 
tips and techniques on how to manage your time.

Computer/technological skills
Many companies have started to depend on computerised 
technology to get work done, which is why computer 
skills have become increasingly important. Having a 
fundamental knowledge of computer skills will put 
you a step ahead of other employees applying for the 
same job as you. Computers are everywhere and many 
employers insist that their employees possess at least 
basic knowledge of computer studies. See the Computer 
Skills study field to learn about MS Word, Excel and 
PowerPoint.

Emotional intelligence
It is important to be emotionally intelligent to be able to 
create a collaborative workplace culture. Research has 
shown that employees with high emotional intelligence 
skills like empathy, communication skills and people skills 
are more successful, especially in fields like management, 
sales and customer service. See the Emotional Intelligence 
short course to improve your emotional intelligence.

Stress management
Stress in the workplace is inevitable and comes in many 
forms, for example tight deadlines and tough managers. 
Studies have found that fears of being replaced by 
automation and the rapid pace of change are also adding 
more stress on employees. Stress is also well-known 
for limiting innovation and productivity. See the Stress 
Management short course to learn how you can improve 
on managing the factors that cause you to stress.

Customer service
Customer service teams aim to build long-term 
relationships with their customers in order to win their 
trust, turning them into marketers of the company’s 
services/products. Studies have shown that 78% of 
customers have bailed on a transaction or did not even 
consider making a purchase due to poor service. See the 
Customer Service study field to learn how you can have 
successful interactions with customers.

Personal development
Personal development in its most basic form refers to 
improving your self-confidence and hence your personal 
happiness. There are many things one can do to develop 
personally; you have to work on your weaknesses and 
embrace your strengths. Companies should offer learning 
programmes that help employees to develop themselves 
holistically, as personal development skills certainly 
benefit the workplace as well. See the Personal Skills 
study field.

Public speaking
Public speaking, e.g. doing a presentation, is a very 
important but also very dreaded form of communication. 
Speech anxiety is very common, but once you have 
managed to overcome this fear, you’ll learn that you can 
have a significant impact if you use your words wisely. 
See the Professional Communication Skills short course 
to learn how you can prepare for presentations, which 
will help to calm your nerves.

Positive attitude
A positive attitude can turn an entire department 
around. Positivity is infectious, and employers want their 
employees to be surrounded with positivity, as it only takes 
a few negative employees to bring down a department 
or even the entire company. Negative attitudes promote 
fear and disempowerment, while positive attitudes do 
the opposite. See the Personal Branding study field to 
learn how to be a positive yet professional employee or 
employer.

Project management skills
Individuals going about the daily routine of their job 
will need to know how to prioritise and plan each 
activity to be able to get the best job done in the least 
amount of time. See the Fundamentals of Project 
Management short course to learn about 
project management techniques.

Prepared by CORE Executrain
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Covid-19 to change how people spend money

Even the dog will have to get used to less food and fewer treats. That is one of the conclusions one may reach after 
reviewing a survey of 850 people on the subject of how they plan to cope with the financial impact of the pandemic, 
which has left millions in South Africa with lower or no income for months.

“The impact of the Covid-19 pandemic is staggering, with the long-term economic effects of the lockdown nowhere 
near quantified and which will most likely play out for many months to come,” warns research group Consulta in the 
introduction to the results of its survey on how people are planning to adjust their spending habits during the current 
and coming months of uncertainty. The aim of the survey was to get an idea of how South Africans will change their 
spending habits over the next 12 months, given the expected decline in the economy and pressures on household 
income.

Recent economic forecasts point to a decrease of nearly 8% in economic production this year, with several economists 
warning that unemployment may increase to more than 50%. A survey by credit bureau TransUnion has found that the 
crisis has affected eight out of 10 people in South Africa and that more than 14% of people have lost their jobs.

In the Consulta survey, 60% of the households surveyed indicated that they will spend less on food prepared away 
from home, whether fast food or restaurant meals. This indicates that restaurants are likely to suffer even after all the 
restrictions are relaxed, says Ineke Prinsloo, head of Consulta Insights.

More than half of the households (51%) surveyed said they will reduce expenditure on new clothing and 27% said 
they will buy fewer books and magazines. The survey found that households are planning to cut spending wherever 
possible.

What people plan to spend less on

 Area spending will be reduced   Percentage of   
     households
 Clothing            51%
 Travel             49%
 Fuel             45%
 Toys and hobbies           38%
 Alcoholic drinks            34%
 Media and entertainment          32%

 Footwear and gym membership          29%
 Health and beauty products          28%
 Books and magazines           27%
 Consumer electronics           27%
 Home improvement and DIY          26%
 Non-alcoholic drinks           22%
 Tobacco and e-smoking           19%
 Pets             11%

 Water and electricity           10%
 Groceries for home cooking          9%
 Education            9%
 Medicine and related supplies          8%

Source: Consulta survey

Basics
“What came out very strongly is that people are ‘moving 
back to basics’ and will spend more on the basics of home, 
food and family and reduce spending on things perceived 
to be luxuries,” she says. “These luxuries that people will 
reduce are mainly eating out, clothing and leisure travel.”

Households are thus expecting to spend more on food 
to cook at home – because of financial considerations 
rather than for rediscovering the joy of cooking during 
lockdown, says Prinsloo – with 35% of people in the 
survey expecting to spend more on groceries.

Prinsloo indicates that people seem willing to spend 
more money on (quite expensive) internet services as 
this is perceived to be a necessity, while they are far 
less willing to pay for financial services. “The first place 
respondents will start looking to save is on their banking 
fees and loan repayments (20%),” according to the survey 
results. Previous Consulta surveys also highlighted what 
the researchers term a “disconnect between banks and 
their clients”.

More than a quarter of respondents believe the price 
of water and electricity will increase and expect to pay 
more, in contrast to the 10% who indicated that they 
plan to take steps to reduce their expenditure on 
utility bills.
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The survey also touched on people’s concerns about the economy and, worryingly, social upheaval due to economic 
hardship (a nice phrase for hungry people driven to desperate acts).

The Consulta survey, as with predictions by economists using a top-down approach, indicates that almost everybody in 
South Africa will reduce their spending with far-reaching effects on the economy. Consulta’s 850 real, living, breathing 
individuals indicated that they are extremely concerned about the economy, the level of unemployment, their own 
income, their health as well as that of those closest to them, levels of anxiety and loneliness, and fears of more tension 
and conflict due to a shortage of food.

Impact on business owners
A third of the respondents own their own business, mostly smaller businesses, with more than half reporting turnover 
of less than R1 million per year. Of 280 business owners, 44% said their businesses were completely shut down during 
lockdown, with a total loss of income. More than 80% are still running at less than full capacity after partial relaxation 
of the restrictions.

“Finally, we asked business owners what the impact of the pandemic would be on their businesses should it continue,” 
says the report. This is a scenario that looks more likely with every passing day, and the answer is thus very relevant. 
More than half of the business owners (52%) said they will have to make significant changes to survive, mostly cutting 
costs, reducing salaries and reducing headcount. Interestingly, 4% of the businesses said they expected improvement.

Cutting back
Overall, the Consulta survey paints a worrisome picture of the future, even while acknowledging that people can 
quickly change their outlook – and their spending plans – if things improve more quickly than the current situation 
suggests. However, most experts tend to agree that it is time for people to trim their expenditure – ruling out the usual 
consumer-led recovery.

Source: Adriaan Kruger / Moneyweb
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