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Tourism as driver of economic development: 

The responsibilities of governments
Remarks by Minister Marthinus van Schalkwyk at the Parliamentary Tourism Summit 17 September 2013
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Introduction
· Hon Chair, colleagues and guests, thank you for the opportunity.
· I will cover four broad themes, namely:

· partnerships;
· tourism as driver of economic development in South Africa;
· some of our plans in respect of international and domestic tourism, including our response to shifts in the global market place; and
· two specific ‘out of the silo’challenges, namely travel facilitation and air connectivity.
[image: image2.emf]
Partnerships

· Tourism is a quintessential example of an industry where public and private partnerships are vital. Yes, sometimes there are market failures and the state has to intervene – think of quality assurance/grading, registration of tour guides or sustainability benchmarks. But ultimately, being a creative industry, success will elude us if we smother tourism with state-led regulation. 
· The kinds of partnerships we need are those in which the state plays a facilitative role; where the state creates framework conditions to build a destination’s competitiveness. Examples includepublic infrastructure investment, improving airlift and connectivity, destination branding and marketing, and so on.  
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· That is why, in South Africa, I appoint a board comprised of the private sector to take our hands when we market South Africa as a destination internationally and domestically.SA Tourism, our public entity, is run on business principles. When we segment the market and plan our marketing investment, design campaigns, and so on, it is a team effort between the public and private sectors. And it is based on data-driven decision-making.There are no political decisions on market dynamics.
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· Our commitment to partnerships in this industry is also why, after we established the Tourism Ministry as a stand-alone ministry in 2009, one of our first orders of business was to jointly formulate the National Tourism Sector Strategy in collaboration with all stakeholders. This strategy outlines our vision and action plans for 2020.
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· I also want to refer here to partnerships with the community. Ultimately, tourism happens in local communities. Locals are the hosts, our ambassadors, and increasingly also travellers in their own country. We can never allow tourism to be perceived as an exclusive, elitist activity; something for ‘them’. It should be about ‘us’ as well as‘them’. This is probably true for all destinations – but I believe even more so for developing countries with persistent poverty and other developmental challenges. Tourism should create benefits for local communities. And indeed, it does. Tourism is not just something for rich foreigners. Tourism is everybody’s business.
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Tourism as driver of economic development – globally
· As a global sector, tourism has grown exponentially over the past six decades. In 1950, there were only 25 million international tourist arrivals worldwide. In 2012, the tourism sector achieved the milestone of one billion international arrivals, and an unprecedented $1 trillion in tourism receipts. 
· We expect 350 million new international tourist arrivals by 2020, and by 2030, we expect arrivals to top 1,8 billion. And most of the new growth will be from and to the emerging markets.
[image: image9.emf]
Tourism as driver of economic development – South Africa

· In South Africa, tourism has taken its place as a vital contributor to economic growth, catapulting South Africa from a pre-1994 pariah to one of the world’s fastest-growing and most desired leisure holiday destinations today.

· In 1993, the country received just over 3,4 million international arrivals. In 2012, we witnessed over 13 million international arrivals, of which some 9,2 million were international tourists.
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· In 2012, our overall year-on-year international tourist arrivals growth was 10,2%. This was against an average global industry growth of 4%, as reported by the United Nations World Tourism Organisation (UNWTO). 
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· South Africa has seen particularly good overseas-tourist growth (tourists from outside the African continent) at 15%, which was one of the highest growth rates in the world last year. 
· The United Kingdom continues to be South Africa’s biggest overseas tourism market, followed by the United States and Germany. 
· China has become South Africa’s fourth-biggest overseas tourism market, up from eighth place just two years ago.
[image: image12.emf]
· Like most other countries, we have a tourism satellite account (TSA), managed by Statistics South Africa, which measures the tourism sector’s impact on the economy. 
· In 2011, direct tourism contribution to gross domestic product (GDP) increased to R84 billion.The direct and indirect contribution combined is 9% of GDP. This is larger than, for example, South Africa’s automotive manufacturing sector.
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· Direct employment in the sector as a percentage of overall employment in the country is around 4,5%. For every job directly created in the tourism sector, one additional job is created on an indirect basis. Therefore, tourism either directly or indirectly sustains 9% of employment – i.e. one in every eleven jobs. The sector supports more jobs than the mining and automotive manufacturing sectors.  
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· And the sector is a major earner of foreign currency. It consistently shows a positive trade balance.
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Plans in respect of international and domestic tourism

General introduction

· When I reflect on our track record, I do so knowing very well that we need to innovate to stay ahead of the game. 
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· It is a tough trading environment; competitive rivalry is intense. And competition is intensifying. 
· Commoditisation threatens many offerings in the global market place. 

· Globally, many new destinations are making headway – destinations that compete with us. 
· To would-be tourists, exponential growth in airlift connectivity creates access to new destinations. 

· Since 1980, the number of direct city pair air services have increased 2,5 (two-and-a-half) fold: from 6000 city pairs in 1980 to more than 15 000 last year. In other words, today air transport can connect you on non-stop direct flights between any of 15 000 cities.

· And there is a scramble for the new source markets emerging around the globe. Everyone wants a slice of the Chinese market, the other BRICS, etc.
· Consumers are demanding greater customisation… and value for money in the face of declining disposable incomes.
· Technology is also enabling them to pick and choose … with low switching costs if they decide to go elsewhere. 
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· This tough trading environment is why we continuously innovate. And why we cannot afford to resort to generic ‘spray and pray’ marketing.
· Differentiation constantly requires: new packages, new offerings, new experiences.
· By diversifyingour offerings,we ensure that we are more than just an adventurous wildlife destination with striking natural beauty.
· Despite increases in overall funding for marketing, the total budget at our disposal is small in global terms. We therefore carefully focus our efforts on those countries and customer segments that are most valuable.
We have worked very hard to ensure alignment within the tourism sector. For example: a joint vision captured in the NTSS; a shared commitment to Brand SA; eliminating fragmentation of national-provincial investment in international marketing; close national-provincial cooperation in unlocking domestic market; no destructive internal competition in bidding for global conventions and mega-events; etc.

· We carefully manage our risks by:

· balancing our investment in a portfolio ofdomestic, regional African and long-haul overseas source markets; 
· investing in a portfolio of both mature and emerging markets; and
· developing offerings appropriate to leisure, business and events tourism.
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Domestic tourism

· Domestic tourism is a key component of our journey going forward. At any given time, three quarters of all tourists in South Africa are South Africans, with domestic tourists having contributed R101 billion to our economy in 2011. 
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· Some of the non-travelling South Africans tell us that they cannot afford it or are not aware of accessible offerings. As a sector, we therefore need to work harder to address theseinformation and cost barriers. 
· To this end, we will next month be launchinga new marketing campaign for domestic tourists, targeted at a broad cross-section of the South African population. The campaign will build on the “Sho’tLeft” theme and will be aimed at five lucrative market segments with cropped-up demand and potentially high travel propensity.
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· But we also need to build the upstream reservoir of future tourists. And we need to deliver on the promise of tourism to lower-income households.
· To this end, in partnership with the Industrial Development Corporation (IDC), we have commissioned a feasibility study for a pilot budget resort chain, which could in some or other way be de-risked through partnership approaches, aimed at an underserved market segment of would-be travellers earning less than R5000 per month. 
· We have also commissioned an audit of underutilised state assets and properties that could be developed into tourist attractions and facilities. It is simply wrong to have state resources stand vacant while there is cropped-up demand in certain market segments. 
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Business tourism

· To further awaken the sleeping giant of business and convention tourism, we have launched the South African National Convention Bureau. Already, this has delivered exceptional results. 
· Our target is to attract R6,2 billion in direct spend via business events over the next five years. 
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International portfolio: Shifts in the global market place
· A decade ago, arrivals to South Africa were too dependent on a few large markets. The mix of arrivals needed to be less dependent on volatile and maturing markets,while also increasing our share in high-value and emerging markets. That is why we continuously – in three-year cycles– re-balance the portfolio in response to global market shifts. 
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· In our international market segmentation, we recognise that a tectonic shift is under way as economic and political power is moving from the North to the South and from the West to the East. 
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· Just look at the growth of emerging markets as destinations: In a mere two years from now, we will be at the crossing point at which inbound tourism to emerging-market destinations will exceed those to the advanced economies. 
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· From China and India, compound annual growth in outbound tourist trips and expenditure of at least 10% per year for the next five years are expected.
· UNWTO: Chinese travellers spent a record $102 billion on internationaltourism in 2012, up 37% from 2011. 
· Boosted by rising disposableincomes, a relaxation of restrictions on foreign travel, and anappreciating currency, Chinese tourism spending has increased almost eightfold in 12 years.
· In 2005, China ranked seventh in international tourism expenditure,and has since overtaken Italy, Japan, France and the UnitedKingdom. 
· With the 2012 surge, China leaped to first place,overtaking both long-time top spender Germanyand the United States.
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· The shift is most prominently reflected in the portfolio of South African Tourism. Today, some of those emerging markets where we invested ahead of return have become core markets, which deliver a much greater share of our bread and butter. 

· In 2012, particularly strong growth was recorded from Asia (up 34%) and Central and South America (up 37%). 
· Since 2009, Chinese arrivals to South Africa have more than tripled, arrivals from Brazil have more than doubled, and arrivals from India have almost doubled. 
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· Of course, the traditional markets – despite their currently stalled engines – will remain critical for many years to come. But in the long run, we cannot ignore the changing contours of wealth and power in the world, or the speed of change. 
· I was recently reminded that it had taken Britain some 150 years to double their GDP per capita – with a population that, back then in 1870, was less than ten million strong. India and China today have 100 times that number of people, and are on course to double their GDP per capita in one tenth of the time it took the British.
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· The shift in geographic markets also overlaps with the megatrend of urbanisation. 
· By 2030, we expect 60% of the world’s population to be urbanised, which translates into at least a billion more city dwellers than at present. 
· Every year, the 65 million people urbanising around the world is equivalent to adding five cities the size of London. 

· These new cities are springing up in the new markets. 
· By the middle of this decade, there will be just over 50 African cities with populations exceeding three million, with access to airports and other transport infrastructure. 
· In China, by 2020, there will be dozens of second-tier cities where the disposable income per capita will be greater than Shanghai’s today. 
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· For us, reaching this rapidly rising middle-class and underserved market in cities in the global South presents important future opportunities, but also challenges. Let me turn to some of these challenges, namely airlift and visas.
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Travel facilitation
· Today, technology offers many opportunities to enhance security, while facilitating travel and tourism. 
· By introducing e-visas it is possible to significantly boost tourism volumes and our sector’s job creation potential. 
· Already, there are far over 600 million e-passports –micro-chipped passports with your biographic and biometric data – issued by governments worldwide. By 2020 we expect near universal uptake of e-passports. 

· Surely, this is a moment to be seized.
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Air connectivity
· This video clip is a simulation of 24 hours of air traffic. 
· Zooming in on Africa, we clearly need more extensive hub-and-spoke airlift configurations that connect peripheral areas of our continent to the mainstream air routes. Ironically, because of the lack of air connectivity, African neighbours often become de facto long-haul destinations to each other.

· There is also major potential for the development of a South-South corridor that reflects contemporary trade and other economic realities. And, of course, we believe that OR Tambo in Johannesburg is ideally positioned to be a major hub on such a corridor.[image: image39.png]



