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foreign tourism’s contribution towards growth and job creation in South Africa

Why is tourism such an appealing sector?

The tourism sector has appeared as a pricrity sector in every
gavernment policy related to economic growth and sector
strategies since 1994, Its consistent status as a sector worthy of
attantion and support arises from three sources.

First, tourism ag an intamational economic activity has been
one of the fastest growing sectors worldwide for the last
decade. This US36,477-billion industry is expected to grow to
U&$12,000-billion by 2016, creating opportunities for host coun-
tries to capture new market segments and markef share.

The second source of interest regarding tourism growth for
South Afrcan policy-makers derives from the sector’s phenom-
enal performance between 1994 and 2000, and the continuad
strong and steady growth of the sector since 2000. Immediately
after tha 1384 election, the tourism democracy dividend allowed
a sector growth rate of upwards of 4% per annum, levelling off |
to 2.6% par annum thereafler. Employment has been growing
at roughly 20,000 direct jobs per annum.

The third reason why policy-makers are so inferested in the
tourism sector relates to the inherent nature of the sector itself.
The key attractive characteristics of tourism to Sotth African
policy-makers are described in Box 1.

What influences tourists' decisions to visit SA7

SA raceives foreign tourists from Africa as well as overseas
markets such as the UK, Germany, France and America.
Affican tourists tend o visit South Africa for different reasons
than overseas tourists, and the majority of African visitors either
come to visit friends and relatives working or residing in South
Africa, of they come to shop for goods and services which are
either not available in their own country or which are cheaper
in South Africa than at home. While these visitors are large in
volume, they tend to spend less while in SA than their overseas
counterparts. These visitors do not appear to be strongly influ-
enced by the exchange rate, the price of fravel o South Africa,
or the GOP or GDP per capita in their own countries. In other
words, demand for South African taurism from Africa is largely
drivan by non-gconomic factors.
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With respect to overseas foreign tourists, their demand for
trips to South Africa does appear to be highly influenced by
aconomic factors. In deciding whether to visit South Africa

or an equivalent long-haul dastination, the price of an airline
ticket appears ta be & very important consideration. Surveys
undertaken by South African Tourism show that up to a quarter
of all potential long-haut visitors dismiss coming to South Africa
on the hasis of the cost of an aitline ticket alone.

It was thought that the exchange rate would alse be an impor-
tant influencing factor. However, resaarch has shown that, in
fact, the exchange rate has less influance an a tourist's decision
to come to South Africa than it has on how much the tourist
spends once he or she has atrived in the country.

Safety and security issues were found to be a factor mainly

in the packaged holiday sector, but not a strongly influencing
Factor for visitors who travel independently. These independent
travedlers make up 75% of all overseas tourists,

How many jobs can tourism create?

A substantial amopunt of research has been done to caleulate
how many jobs (he tourism sector can create in the next gight
vears, Emplaymeant growth occurs through beg main channels.
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Direct employment is generated by enterprises that have face-
to-face contact with tourists, such as holels, restaurants,
limauging servicas, our guides, ete, Direct employment is
therefore influenced by the number of tourists who arrve in
South Africa, a3 well a5 the quality of services they buy while
in the country. For example, a five-star game lodge wili have

a ratio of ona staff per two guests, while a three-star hotel will
only employ one staff per 30 guests,
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The second channet thiough which employment is genersted
by the sector is through the purchase of goods and services
by the tourism enterprises that have face-to-face contact with
tourists, This is known as indirect employment creation, For
axamp:le, a hotel may outsource its laundyy operations, therehy
increasing job opportunities in that industry, Similarly, the hotel
and restaurant sectors buy food, beverages, forsign exchange
services and telecoms services, afl of which penerate jobs in
the supplier industries.
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Gan we do anything to improve these employment
creation figures?

Thare appear to three main avenues by which we cauld poten-
tially improve these employment atfcames.

First, if the toursm industry decreased the value of goods it im-
ported to service tourists and increased its domestic purchases,
mare indirect jobs would be created.

Second, it appears that tourists spend more and buy more
lahour-intensive services when the Rand is weak against their
home currency. For example, if the Rand depreciates, a tourist
will upgrade from a three-star hotel to a five-star hotel, which
we know employs more staff per tourist than the three-star
hotel, resuiting in increased employment without increased
volumes of tourists.

Finally, if South Africa could increase the volurme of new arivals
this would immediately generate more direct jobs, In pringi-

ple, this could be achieved by undertaking additional market
research, increasing marketing andl promotional activities, and
improving information and other services offered by South
African Tourism and other stakeholders,

At present, bar the motor vehicle industry, tourism receives
greater financial support than any other industrial sector from
the central government, Over R300-million was availabie to
South African Toursm in 2005 to promate and support the local
industry. international studies have shown a positive correlation
betwaen marketing expenditure and arrivals, hencs increased
government support of the sector could assist in increasing
arrivals and therefore employment.
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