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ABOUT THE MUNICIPAL ECONOMIC
REVIEW AND OUTLOOK (MERO)

The Municipal Economic Review and Outlook (MERO) is a socio-economic research
publication produced annually by the Western Cape Provincial Treasury since 2012.
Together with its companion publication, the Provincial Economic Review and Outlook
(PERO), the MERO informs the Western Cape Government’s (WCG) evidence-based
approach towards integrated planning and budgeting by guiding the equitable and
sustainable distribution of financial resources.

The PERO provides policy-makers, sector departments and municipalities with a
high-level review and outlook of past and forecasted economic developments that
influence the national and sub-national spheres of government. In turn, the MERO
disaggregates economic intelligence at a municipal level which feeds into municipal
integrated development plans (IDPs), local economic development strategies (LEDs)
and budgets.

The MERO starts off by providing an analysis of macroeconomic performance, a
future growth outlook and labour market trends at a district level. It then proceeds
with a more in-depth regional economic analysis by considering the trends in
sectoral growth, skills and employment for each of the Western Cape’s municipal
areas. The MERO is not only a planning and budgeting tool for the public sector, but
aims to support private sector developments by reflecting on investment potential
and comparative advantages for each local municipal area i.e. unpacking levels of
specialisationin different sectors and discussing whether certainregions are importing,
self-sufficient or exporting its surpluses. Importantly, the MERO also attempts to
consider the influence of exogenous factors on the future growth outlook (sectoral
forecasting) of local economies. Lastly, the document assesses the extent to which
economic developments impact on the social and living conditions of households and
individuals per district.

The 2021 MERO is the 10th edition since its inception in 2012 and can be accessed on
Provincial Treasury’s website by using your mobile device to scan the QR code on the
adjacent page.



FOREWORD

This year, the Municipal Economic Review and Outlook (MERO) is published shortly
after the 2021 Local Government Elections. It provides the information needed for
new councillors to set out a vision for their municipalities through the integrated
development plans (IDPs), local economic development strategies and budgets.

In support of the Joint District and Metro Approach, the 2021 MERO has been
disaggregated into separate district-specific publications to provide a more
focussed overview of the challenges facing district structures while simultaneously
acknowledging the development potential and bespoke offerings of each district. |
am confident that the new district publications will contribute towards the notion
of co-planning, co-budgeting and co-implementation as well as empower decision
makers in their strategic policy responses aimed at ensuring a rapid and sustainable
economic recovery in the post-COVID-19 environment.

The Western Cape Government, together with its municipalities, remain committed
to the evidence-based approach towards planning and budgeting whereby credible
research and a well-defined set of budget policy principles guide the equitable,
sustainable allocation of scarce resources. The MERO contributes towards this cause
by collating reliable data sources into regional-specific research publications.

Lastly, | wish to extend a sincere word of appreciation to the research and development
team and their partners for compiling a research publication of the highest standard.
Your commitment and dedication to develop an innovative publication of such quality,
amidst trying times, has not gone unnoticed.

(g™

Mr David Maynier
Minister of Finance and Economic Opportunities
6 December 2021
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1. INTRODUCTION AND BACKGROUND

1.1 INTRODUCTION

The Municipal Economic Review and Outlook (MERO) provides detailed economic intelligence
disaggregated at a metro, district and municipal level to help inform policy intervention and
budgeting at local government. The MERO is a complementary publication to the Provincial
Economic Review and Outlook (PERO), which provides detailed economic intelligence at a
Provincial level.

The publication utilises a variety of data sources in order to provide an in-depth analysis
of the economic and social trends across the various municipal areas of the Western Cape.
National economic and employment data is sourced from Statistics South Africa (Stats SA),
while the gross domestic product per region (GDPR) data utilised in this report is sourced
from Quantec Research. The publication aims to utilise the most recent data sources for the
numerous indicators. However, regional GDPR data is only available up to 2019, while 2020 data
is estimated. Forecasts for 2021 and 2022 are based on the national forecast from the South
African Reserve Bank (SARB), as well as the agriculture sector forecast from the Bureau for
Food and Agricultural Policy (BFAP). Data sources for the various socio-economic indicators
are sourced from Provincial departments such as Health, Education and Social Development,
while tourism data is sourced from Wesgro and crime data from the South African Police
Service (SAPS).

1.2 OBJECTIVE OF THE RESEARCH

The main objective of the research is to generate economic intelligence at a municipal level, to
inform the municipal integrated development plans (IDPs), municipal budgets, local economic
development strategies (LEDs), municipal reporting and the budget process of municipalities.

1.3 REPORT OUTLINE

The MERO 2021 publication is structured as follows:

SECTION A: Background and macroeconomic context - Introduction to the study and a broad
overview of the macroeconomic performance and outlook of South Africa and the Western
Cape.

SECTION B: Western Cape regions - More detailed information for the Cape Metro area and
the five Districts in the Western Cape, namely the West Coast District (WCD), Cape Winelands
District (CWD), Overberg District (OD), Garden Route District (GRD) and Central Karoo
District (CKD). Additionally, the 24 local municipal areas are also discussed. An overview of
each District is provided as follows:

Chapter 1: Regional economic review and outlook - Broad overview of the Provincial
macroeconomic context of each District by focusing on GDPR performance and labour
trends. The period under review for MERO 2021 is 2015 to 2019, with 2020 figures being



estimated. This chapter also provides GDPR forecasts for 2021 and 2022.

Chapter 2: Sectoral growth, employment and skills per municipal area - This chapter
provides a more in-depth macroeconomic outlook by considering the trends in GDPR,
employment and skill levels between 2010 and 2020 for each of the municipal areas.

Chapter 3: Trade, tourism and investment - This section explores trade, tourism and investment
dynamics at a District level and analyses the comparative advantages of the various economic
sectors within the District to identify growth opportunities and potential risks.

Chapter 4: Municipal socio-economic analysis - This chapter provides an overview of
the economic and social circumstances of households by analysing population, human
development, housing, crime and access to basic services. More specifically, human
development in the region is assessed by exploring education levels, health and income.

-

© Matthieu Joannon, Unsplash



2. MACROECONOMIC PERFORMANCE
AND OUTLOOK

2.1 INTRODUCTION

This section provides an overview of the recent economic performance and
medium-term prospects of the Western Cape. The overview is informed by
global and national economic expectations and performances. This section is
an extract of Chapter 2 of the PERO. To read the full PERO:

2.2 GLOBAL ECONOMIC PERFORMANCE

2.2.1 Global economic outlook’

The International Monetary Fund (IMF) expects the global economy to rebound to 5.9 per
cent in 2021 from a low base in 2020, before easing to a growth of 4.9 per cent in 2022
(see Table 2.1). The 2022 forecast for advanced economies has been revised down by 0.4
percentage points from the July forecast, while the forecast for emerging market and
developing economies has been marked up by 0.1 percentage points. The divergence can
be supply disruptions in advanced economies and improved commodity prices benefiting
commodity-exporting emerging and developing economies. There are risks to the rebound
- there may be further virus mutations, social unrest, geopolitical tensions, cyberattacks on
critical infrastructure and natural disasters associated with climate change.

T As released in October 2021.



Table 2.1
GLOBAL ECONOMIC

OUTLOOK, W ad Size of global GDP growth GDP forecast
2021 - 2022 lll! GDP in 2020 (%) (%)
T 019 020 0 0
World output 100.0 2.8 -3.1 5.9 4.9
Advanced economies 59.8 1.6 -4.5 5.2 4.5
United States 24.8 2.2 -34 6.0 5.2
Euro area 15.3 1.3 -6.3 5.0 4.3
Germany 4.5 0.6 -4.6 3.1 4.6
France 3.1 1.8 -8.0 6.3 3.9
Italy 2.2 0.3 -8.9 5.8 4.2
Spain 1.5 2.0 -10.8 5.7 6.4
Japan 6.0 0 -4.6 2.4 3.2
United Kingdom 3.2 1.4 -9.8 6.8 5.0
Canada 1.9 1.9 -5.3 5.7 49
Other advanced economies 8.7 1.9 -1.9 4.6 3.7
Emerging and developing economies 40.2 3.7 -2.1 6.4 5.1
Sub-Saharan Africa 1.9 3.2 -1.7 3.7 3.8
Nigeria 0.5 2.2 -1.8 2.6 2.7
Middle East and Central Asia 4.4 1.4 -2.8 4.1 4.1
Emerging and developing Europe 4.3 2.5 -2.0 6.0 3.6
Russia 1.7 2.0 -3.0 4.7 2.9
Emerging and developing Asia 24.5 5.4 -0.8 7.2 6.3
China 17.4 6.0 2.3 8.0 5.6
India 3.2 4.0 -7.3 9.5 8.5
Latin America and the Caribbean 5.1 0.1 -7.0 6.3 3.0
Brazil 1.7 1.4 -4.1 5.2 1.5
Mexico 1.3 -0.2 -8.3 6.2 4.0
Consumer prices
Advanced economies 1.4 0.7 2.8 2.3
Emerging and developing economies 5.1 5.1 5.5 4.9

Source: IMF, 2021




2.2.2 Performance outlook of advanced economies

Advanced economies are forecast to rebound by 5.2 per cent in 2021 and 4.5 per cent in
2022. This strong post-COVID-19 normalisation is supported by a swift vaccine roll-out and
fiscal support. This follows an economic contraction of 4.5 per cent in 2020. These economies
account for nearly 60.0 per cent of global economic activity and the destination of more than
30.0 per cent of Western Cape exports.

The economy of the United States (US) is forecast to grow by 6.0 per cent in 2021 and by 5.2
per cent in 2022, following a contraction of 3.4 per cent in 2020. Since taking office, President
Joe Biden has mobilised a whole-of-government effort to provide the support needed to fight
the COVID-19 pandemic and get people vaccinated. The additional support is expected to
boost growth in the US by 0.3 percentage points in 2021. The US unemployment rate peaked
at 14.8 per cent in April 2020, the highest rate since 1948. The strong recovery supported an
improvement in the unemployment rate to 5.8 per cent in May 2021 and a gradual improvement
in the labour market participation rate from 60.2 per cent, the lowest since the 1970s, to 61.7
per cent in July 2021.

There were similar developments in the euro area, which is expected to recover by 5.0 per
cent in 2021 and by 4.3 per cent in 2022 owing to strong policy support and developments in
bringing the COVID-19 pandemic under control. This is after the euro area experienced a sharp
contraction of 6.3 per cent in 2020. The impact of the COVID-19 pandemic was most evident in
the economic decline in Spain (10.8 per cent) and Italy (8.9 per cent) in 2020. Gross domestic
product (GDP) growth in the euro area reached an all-time high of 12.4 per cent in the third
quarter of 2020, after a record contraction of 1.5 per cent in the second quarter of 2020 owing
to widespread pandemic-related lockdowns. After the rebound in the third quarter of 2020,
many European countries experienced a second wave of COVID-19 infections, causing the
regional economy to contract by 0.6 per cent in the fourth quarter of 2020 and by 0.3 per cent
in the first quarter of 2021. The second quarter of 2021 brought modest growth of 2.0 per cent
as the pandemic was brought under control and vaccination coverage increased.

Within the euro area, the French economy is forecast to rebound by 6.3 per cent in 2021 and
by 3.9 per cent in 2022, as smaller than expected productivity losses and strong spending and
investment are expected to support growth. France was the second-fastest-growing economy
in the euro area in 2019. However, the country experienced a steep contraction of 8.0 per cent
in 2020. France and its European neighbours faced a new wave of COVID-19 infections in 2021,
prompting governments to reimpose lockdowns to contain the resurgence. France’s economy
contracted by 0.1 per cent in the first quarter of 2021, slipping into recession as it struggled to
recover from the pandemic-induced downturn.? The French Central Bank expects the country’s
economy to return to pre-pandemic output at the start of 2022, as the lifting of restrictions
and the acceleration of vaccinations fuel a rebound in the second half of 2021.

The German economy is expected to grow by 3.1 per cent in 2021 and by 4.6 per cent in 2022
as the economy reopens and growth gains momentum. Germany experienced a 4.6 per cent
economic decline in 2020. According to the Federal Statistical Office,® Germany’s economy
expanded by 1.5 per cent in the second quarter of 2021, after a 2.1 per cent contraction in the
first quarter of 2021.

2 (Reuters, 2021).
3 (Destatis, 2021).



The recovery in the second quarter followed the gradual easing of coronavirus restrictions and
was mainly due to higher household and government final consumption expenditure. GDP was
still 3.4 per cent lower in the first quarter of 2021 than in the first quarter of 2020, when the
pandemic emerged.*

The economy of the United Kingdom (UK) is forecast to rebound by 6.8 per cent in 2021 and
by 5.0 per cent in 2022. This is after the UK experienced a contraction of 9.8 per cent in 2020,
more than twice as much as the previous largest annual contraction on record, according to
the British Office for National Statistics. UK growth picked up at the end of the year, expanding
by 1.3 per cent in the fourth quarter of 2020 as restrictions eased, but contracted by 1.5 per
cent in the first quarter of 2021. It is then estimated to have increased by 4.8 per cent in the
second quarter of 2021 following the easing of COVID-19-related restrictions. A resurgence of
infections caused by the Delta variant of the coronavirus nevertheless delayed the lifting of
the remaining physical distancing rules until July 2021. However, by the end of July 2021, the
UK had fully vaccinated more than 70.0 per cent of adults, successfully slowing the surge of
infections and boosting the economic outlook.

The growth forecast for the Japanese economy was downgraded to 2.4 per cent for 2021,
but a rebound of 3.2 per cent in 2022 is expected as the Japanese economy reopens and
vaccination coverage increases. This follows the sharp contraction of 4.6 per cent in 2020, its
first since 2009. The Japanese economy suffered a 3.7 per cent slump in the first quarter of
2021 as COVID-19 infections again surged, driven by the Delta variant, forcing policymakers
to implement a third state of emergency at the end of April 2021. Japan hosted the 2020
Olympics, which were postponed to August 2021 owing to the pandemic. However, the lack of
spectators and the expected windfalls from tourism, coupled with cost overruns for building
new venues and upgrading infrastructure, eroded any hope of an economic boost for the

Japanese economy.

4 (Destatis, 2021).



2.2.3 Performance and outlook of emerging and developing economies

Emerging markets and developing countries are important and growing export markets for
the Western Cape and South Africa. China and India are among the top 10 export markets
for South Africa, accounting for 15.2 per cent of total exports as of 2020. China and Russia
account for 7.4 per cent of total exports from the Western Cape. In these economies, growth is
expected to recover by 6.4 per cent in 2021 and by 5.1 per cent in 2022, following a contraction
of 2.1 per cent in 2020. These economies face a double hit owing to worsening COVID-19
pandemic dynamics and tightening external financial conditions. Imports and exports remain
substantially below the 2019 levels for Brazil, India and Russia.

The Brazilian economy is expected to grow by 5.2 per cent in 2021 and 1.5 per cent in 2022.
However, Brazil’'s outlook is dampened by soaring inflation and persistent unemployment.
Brazil was hard-hit by the COVID-19 pandemic, as the economy contracted by 4.1 per cent in
2020 while it was recovering from its 2014 to 2016 recession. The Brazilian president’s delayed
approach to the pandemic did not support the recovery. Measures to slow the spread of the
coronavirus and contain its impact on the health system were finally implemented, but the virus
had already spread rapidly as infections soared. The government introduced a fiscal package
focused on social assistance to mitigate the impact of the pandemic. The fiscal stimulus limited
the economic decline. As such, the Brazilian economy expanded by 1.2 per cent in the first
quarter of 2021, marking its third consecutive quarter of growth driven by services, industry
and fixed business investment.® However, a new, more contagious variant of the virus was
discovered in Manaus in early 2021, and by March 2021 the country had reached its highest
peak in infections since the start of the pandemic.

The outlook for Russia is promising, with growth forecasts of 4.7 per centin 2021and 2.9 per cent
in 2022 supported by global economic recovery, higher oil prices, household consumption and
public investment. This follows the 3.0 per cent contraction in 2020. The economic contraction
experienced by Russia in 2020 was smaller than that experienced by other emerging market
and developing economies owing to, among other factors, the macrofiscal stabilisation efforts
undertaken in recent years, better regulation of its banking sector and closer trade ties to
China.? After a contraction of 0.7 per cent in the first quarter of 2021, the economy showed
a strong rebound, with growth of 10.3 per cent in the second quarter of 2021. The Russian
economy is showing a strong recovery on the back of a rebound in consumer demand and high
prices for oil, its key export.”

India is forecast to grow by 9.5 per cent in 2021 and 8.5 per cent in 2022, after the country is
expected to have suffered an economic contraction of 7.3 per cent in 2020. In March 2020, the
Indian government announced a national lockdown, pausing economic activity and resulting in
negative growth for the first half of the year and modest growth for the second half of the year.
The economy slowly reopened in the second half of 2020, creating hope for recovery. Despite
the high forecasted growth rates, India’s economic growth prospects have been revised down
following the March to May 2021 severe second-wave COVID-19 outbreak. Economic recovery
was marred by the emergence of the Delta variant of the coronavirus during a severe second
wave of COVID-19 in April 2021. India’s economy is estimated to have grown at a modest
1.6 per cent during the first quarter of 2021. However, the Reserve Bank of India estimates
growth at 22.1 per cent in the second quarter of 2021 owing to a tapering in the spread of
COVID-19 infections and an aggressive vaccination campaign.

5 (Reuters, 2021).
6 (World Bank, 2021).
7 (Reuters, 2021).



China’s growth forecast has been revised down to 8.0 per cent for 2021 owing to the cut in
public investment and overall fiscal support. The economy is expected to grow by 5.6 per
cent in 2022. The Chinese economy expanded by 2.3 per cent in 2020 amid the outbreak of
the COVID-19 pandemic, albeit its lowest growth since 2010. China and Turkey were the only
two countries of the G20 that managed to escape a recession in 2020. China was the first
country to impose a lockdown and the first to reopen its economy for business, and managed
to bring the spread of COVID-19 under control. The Chinese economy grew by 18.3 per cent
in the first quarter of 2021, marking the largest quarterly growth figure since China began
keeping records in 1992, according to the National Bureau of Statistics of China. The growth
was driven by a strong rebound in the retail sector and strong growth in industrial production.
However, in May 2021, China’s Guangdong Province imposed restrictions amid an outbreak of
infections after months of minimal new infections. Although China has managed to contain the
spread of the coronavirus, weak consumer spending and the disruption of global production
and supply chains has weakened China’s growth prospects. However, the Chinese economy
can be strengthened by improved relationships with the US, which is likely to increase exports.

2.2.4 Performance and outlook of sub-Saharan Africa

Sub-Saharan Africa is expected to rebound by 3.7 per cent in 2021 and 3.8 per cent in 2022,
supported by growth in South Africa in the first quarter of 2021 and the gradual reopening
of the regional economy. However, other countries in the region experienced a downward
revision of their growth forecast owing to rising public and external debts and slow vaccine
roll-out, especially to vulnerable groups. In 2020, the regional economy contracted by 1.7 per
cent owing to the pandemic-induced
restrictions.  While most advanced
economies are recovering and looking
forward to normalising pre-pandemic
activities, emerging markets  and
developing economies are still battling
the resurgence of new infections and
rising death tolls. Developing economies,
particularly sub-Saharan African
countries, face multilayered challenges
such as the health shock, vaccination
take-up, disruption in economic activities,
growing public and external debts,
declining commodity prices and poor
governance issues.




GLOBAL VACCINE ROLL-OUT

As of 31 October 2021, a total of 7.05 billion doses had been administered worldwide. Of this,
1.68 billion were administered by high-income economies and 34.3 million by low-income

economies. Approximately 71.1 per cent of the population in high-income economies had
been vaccinated (received at least one dosage), compared with 37.0 per cent in lower-middle-
income economies and 3.1 per cent in low-income economies. Variance in vaccine coverage is
expected to deepen inequality between developed and developing economies. Low vaccine
administration is also associated with the emergence of new variants of the virus, thus posing
many threats to the global economy.

Figure 2.1
SHARE OF TOTAL POPULATION VACCINATED, 25 October 2021

71.1%

65.7%

High-income Upper-middle income World Lower-middle income Low-income South Africa

Note: This data is only available for countries that report the breakdown of doses administered by first and sec-
ond doses. Source: Ourworldindata.org, 2021

Of the 54 African nations, only 15 managed to meet the September target of vaccinating
10.0 per cent of their citizens. However, there was a significant increase in the supply of vaccines
to Africa between June and September, which assisted with improving vaccination numbers
across the continent. Economic recovery speed is also impacted, accelerating in high-income
economies while conditions worsen for lower-middle-income and lower-income economies.
The damage to jobs and livelihoods is causing a further divergence between the fate of poor
and rich countries.

The African Vaccine Acquisition Trust (AVAT) was forced to strategise after the West failed to
honour its promise to deliver funding for 700 million vaccines to Africa by the end of 2021. The
multinational Covax facility negotiated a deal with Johnson & Johnson (J&J) for 400 million
single-shot vaccines. From October 2021, all J&J’s future African-produced vaccines could
remain in Africa. Now 30.0 per cent of Africa’s adult population are guaranteed vaccination,
even though it will take until September 2022.

Global co-operation and support to developing economies around the distribution of vaccines
and boosters can help immunise the global population, reduce pressure on health systems and
prevent the emergence of new waves and vaccine resistant coronavirus variants.

Source: WHO, IMF, The Guardian, 2021
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The unexpected global spread of the pandemic severely affected export-dependent economies
and has weakened the prospect of income convergence between developing and advanced
economies. Approximately 80.0 per cent of global trade by volume is carried by sea and handled
by ports worldwide.2 The COVID-19 pandemic has led to a disruption in global supply chains,
shipping networks and ports, resulting in plummeting cargo volumes and reduced growth
prospects, with an estimated contraction of 4.1 per cent of maritime trade in 2020. Owing to
the pandemic, the shipping industry has faced crew change crises, volatile trade volumes and
capacity constraints. While the dry bulk market has benefited from the recovery of commodity
prices resulting in a rise in deliveries over the course of the pandemic, crude oil trade declined
by 8.0 per cent, and oil product trade declined by 12.0 per cent despite improved oil prices.

The Port of Cape Town is a major economic gateway for the Western Cape, and is South
Africa’s second-biggest seaport after Durban. The Port of Cape Town is strategically positioned
as a hub terminal for cargo to South America and the Far East, as well as West/East Africa
cargo, and for tourism. The Western Cape terminals were severely impacted by the COVID-19
pandemic in 2020, with the country having recorded a high number of infections in the second
quarter of 2020, which led to the closure of some parts of the ports and a significant decrease
in vessels moving out. Inefficiencies in operational activities of the ports and the pandemic
challenges led to congestion and long truck turnaround times, resulting in a significant cost for
the container transport industry. The delays have resulted in an increased number of shipping
lines omitting the Port of Cape Town and vessels thus bypassing this port.