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L Introduction

Cape Town is the legislative capital of South Africa and is known as the “Mather
City” by the locals. It is globaily known because it is home to Robben Island, the
prison in which the late Nelson Mandela was incarcerated as well as its beautitul
beaches and the iconic Table Mountain. The New York Times ranked it 1* in their 52
places 10 visit in 2014. ' Every vear, thousands of tourists go there for holiday. The
tourism industry of Cape Town is a billion Rand inﬂustry and an important sector of
the city's as well as the country’s economy. Tourism is a social, cultural and
economic phenomenon that entails the movement of people to countries ar places

outside their usual environments for personal or business purposes. :

The exchange rate of the Rand has been gradually falling in 2013 however; recently it
has depreciated to its lowest in 5 years. * The Rand went past the R11/$] mark which
is due to on-going strikes in the mining industry. Exchange rate is the value of one
currency in terms of another, ¥ the exchange rate changes so that one currency
changes so it buys more of another currency, we call it appreciation and if it changes

to buy less we call this depreciation in the currency. *

I have a family member who lives in Spain and comes to visit South Africa annually.
In 2013, she came to visit twice and spent more money than she usually does when
she is in South Africa. When [ asked her why, she said it is becanse of the fall in the
exchange rate of the Rand to the Euro, which made her have more money to spend
here. Hence my research question is, “Fo what extent has the recent fall in the
exchange rare of the Rand affected the tourism industry in Cape Town, South

Africa?”

! htip:fwovw nyvtimes.com/interactive/ 20140 1/1 Ofravel/ 201 d-places-to-co htral? r=0
accessed on 01-02-2014

2 Appendix 3: Grant Thornton and City of Cape Town, Economic Value of Tourism Cape
Town.

* hitpfwwww bloombers. com/news/2014-01-14/rand-falls-to-5 -vear-low-as-sonth-african-platingm-
strike-fooms html accessed 02-02-2014

4 Mankiw, N. Grepory. Principles of Economics 3" edition. South-Westera Cengage Learning 2008,
Pg 703
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2. Methodology

For the investigation, primary research had to be conducted through interviews with
the director of tourism of Cape Town, Nombulelo Mkefa as well as Racquel Barnard
who works in the tourism department of Cape Town. An interview with Kholadi
Tlabela, who works at SA Tourism, was conducted to get a view from outside the
Cape Town and more on the country as a whole. The tourism department of Cape
Town also provided research that was conducted by the City of Cape Town in
partnership with Grant Thornton. The information was obtained to analyse how the
tourism industry has been affected over the previous year and also take a look at the
difference in the exchange rates over the years to see if it there is any correlation

between the two.

Secondary research was conducted through articles on why the exchange rate of the
Rand is falling as well as the implications of this. This was done in order to ascertain
the determinants of exchange rates obtained from economic textbooks in a real life
situation. Secondary research was generally conducted as evidential support for most
of the evidence that was discovered through primary research. Various Economic

textbooks were also used to verify economic theory.

In order to address the research question, it is important firstly to understand the
reasons for changes in the value of a currency to understand the economic context.

Following this, there will be an in-depth look at the tourism industry.

@ Extended essay 4
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3. The theory of exchange rate and purchasing power parity

3.1 Floating Exchange Rate

The floating exchange rate sysiem entails the exchange rate being solely determined
by supply and demand in a market exchange rate system. ? Demand for goods,
services and investments priced in that currency helps determine the exchange rate. If
someone wants fo buy Canadian bonds or Canadian maple syrup, then they will need
Canadian dollars to do so. H total expenditures, by non-Canadians, on these items
rise, the demand for the Canadian dollar will rise. © Theory suggests that a floating

exchange rate should adjust itself to keep the current account balanced.
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5 Glanville, Allan. Ecoromics from 2 Global Perspective 2™ Edition Oxferd: Glanville Books Ltd
2003 pg 440

hiip/economics.about.conves/money/a’purchasingpower tm accessed 2014-02-17
7 Blink, Jocelyn & Dorton, Ian. {8 Diplama Progranime feonomies Course Companten Oxfard o
edirion Oxford University Press 2012 pa 291
¥ Glanville. Allan. Economics from A Global Perspective 2™ Edition Oxford: Glanvitle Books Lid
2003 441
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3.2 Purchasing Power Parity

in economics, there is a theory called purchasing power parity that entails that one
currency should be able to purchase the same amount of goods in another country. ®
This gives vs the long run effect of exchange rates. This theory came about because of
the assumption that if one good was cheaper in one couniry than another, then an
entrepreneur would profit from buying the goods in a cheaper country and selling
them where they are more expensive. For example if coffee was significantly cheaper
in Swaziland than in Canada, then a Canadian may benefit from importing coffee
from Swaziland and selling it in Canada at a cheaper price compared o ¢competitoss.

Hence came about the theory of purchasing power parity,

3.3 Factors Influencing Exchanee Rates

A change in relative economic prospects can lead to a change in the exchange rate. If
the conditions of a country change, it may cause foreign investors to invest more of
their money in that country or make them pull out their investments in that country. If’
investors raise their expectations on a high ROI (return on investment), the exchange
rate will go up. " Tn addition, an increase in the income of the country can depreciate
the exchange rate as a higher income increases the supply of currency.

A change in relative interest rates will affect the exchange rate as investors look for
the highest return on invesiment available. If interest rales rise in a country

Then the savings rates in that country become more attractive and this lures investors
in. "’

The weak Rand negatively affects cousumers, who depend heavily on imported
consumable goods, as it raises the relative price of these goods. This may in turn lead
10 upward pressure on inflation.

At the same time however, the depreciation of the Rand improves the price
competitiveness of South African exports, and can lead to increased production in

export industries. In this respect, the strong growth performance of the manufacturing

¢ hitpr/feconemics.about.comicsimoneyfa‘purchasingpower.hlm accessed 2014-02-17

Glanville, Allan. Economics from A Global Perspective 2™ Edition Oxford: Glanville Books Lid
2003 pg 440
" Glanvilte, Allan. Economics from A Global Perspective 2™ Edition Oxford: Glanville Books Lid
2003 pg 444 '
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sector in South Africa in the 2nd quarter may be linked to the weaker Rand. '

Speculation by professional speculators in currency, and traders analyse the
favourable times for investors 1o invest according to the exchange rate. They analyse
the current affairs of a country to see if there will be a change  the exchange rate.
Their predictions are not always right but investors heavily believe in their ability to
accurately choose the option with the highest ROI possible,

Governments may also intervene through using foreign reserves. By using foreign
reserves, governments may us¢ foreign currency to purchase its own currency that
will then increase the quantity demanded for their currency and hence their exchange
rate wili be stronger. 13 If they wish to Jower their exchange rate, they could do the

opposite. China does this in order to keep its exchange rate low

12hrtps:a’!\v\sw\r'.r:Etpet-;)wn.gcw.zzu’em‘ehd.‘l‘_)oc::urnrantsICapa::‘VcQ{}’i"own%z[]Quarleri3,-‘%20Rc::1';011‘%:2{)()2“/:-
202013%20Final.pdf

13 Blink, Jovelyn & Dorton, lan. /8 Diploma Programme Eeonomics Covrse Companion Oxford ol
edition Oxford University Press 2012 pg 289
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4. Factors that have depreciated the exchange rate of the Rand

4.1 Platimiim mine strike

Platinum accounts for about 8% of Scuth Africa’s export earnings, with mining
comnodifies making up more than 50% of the country’s exports, according to
government data. South Africa is the world’s biggest producer of platinum.

Figure 2
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Over the past few months, there has been a widespread wage strike by miners. This is
the biggest mine sirike in South Africa since the Marikana in 2012, with over 70 000
miners on strike. ' South Africa produces 80% of the world’s platinum and the
strikes mean that there is less output being sold. The supply of plalinum has decreased
significantly and thus its price has increased. Although this should increasc the
cxchange rate of the Rand as the quantity demanded of the Rand will be required to
purchase platinum, it has depreciated because many foreign investors have pulled out
of the country because of speculations on the future due to disorganized labour.
Investec’s chief cconomist, Annabel Bishop, feels the more persistent strike action

proves to be, the greater the negative impact on foreign ownership of South African

1 hap:ffaww. bloombers comnews/2014-01-14/rand-falls-to-5-year-low-as-south-african-platinum-
strike-looms. himi accessed 02-02-2014

I3 htipy/fwww. radingeconomics comisonth-africa‘enports accessed 22-02-2014

"htip:/itherealnews com/?/index phpToption=com_content&task=viewdid=31& temid=74& umival=
11411 accessed 10-02-2014
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equities and hence the more protracted rand weakness. 7 Other economists believe

that the mine strikes alone are not the reason for the weakening exchange rate.

4.2. South Africa’s widening trade deficit

Another local factor is that South Africa’s large and widening trade deficit is keeping
pressure on the Rand. This is consistent with a widening in the overall current account
deficit to around 6.5% of GDP. '* Renewed concerns about the potential impact of a
tapering of the US Fed’s unconventional monetary policy stimulus have made
investors feel less willing to take risks. ' This shows that there are some global
factors at play as well.

The government may intervene by increasing inferest rates. By increasing the interest
rate, the government makes it more attractive for investors 1o invest n Scuth Atnca
and this is exactly what they have done. The interest rate of South Africa was
increased from 5% to 5.5%. *® This was done in hope to stabilize the free falling

exchange rate of the Rand.

httn A CllVpress.co. za%usmcssas;rgjgﬁ hglg—eagnum} -ransomf accessed 16-02-2014
]_ i

afrlcan- accessed 12-02- 2014
e

0 wwew Lonbe.com/Adf 101372627 accessed on 10-02- 2014
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5, Impact on Inflation
5.1. Inflation and exchange rates

Inflation is a sustained upward movement in the average price levels. ' If there is
depreciation in the exchange rate, this depreciation should canse inflation to increase.
The price of imported goods will go up because they are more expensive to buy from
abroad. There will be less imports purchased due to the increased costs of importing.
This causes a fall in the short-run aggregate supply from SRAS] o SRAS2. This is

defined as import-push inflation, **

o

Average Price level
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There will be less incentive to cut costs. Manufacturers who export see an
improvement in competitiveness without making any effort. Some argue this may
reduce their incentive to cut costs, and therefore, we get higher inflation over the long

23
.

Overall, for the second quarter of 2013, the inflation rate experienced a slight

A Glanville, Allan. Economics from A Global Perspective 2° Edition Oxford; Glanvilte Books Lid
2003 pg 286

2 Blink, Jacelyn & Dorton, lan. I8 Diploma Progranme Fzonomics Course Companion Obxford ™
edition Oxtord University Press 2012 pg 230

¥ hapafwww economicshelp.ora/bloa/l 603/economigs/hi
22-02-2014

her-inflation-and-exchange-rates!/ accessed

10
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decrease when compared to the first quarter of 2013, The headline Consumer Price
Index (CPT) annual rate for June 2013 was 3.5%, 0.1 of a percemiage point lower than
the previous annual rate in May 2013 (5.6%). The Quarterly Economic Report 2013
from the South African Reserve Bank stated that this decline is largely due to a

decline in petrol price inflation over the period as well as the weakening exchange

rate. 2
Table I
Quintiles Level Monthiy Inflation Rate at
Expenditure July 2013

Average 5.5%

1 Very Low RO-R1.213 6.5%

2 Low Rl.214-R1.939 6.1%

3 Middle R1.940-R3.062 5.3%

4 High R3.063-R6.396 5.9%

’ 5 Very High R6.597 and more 5.5%

The table above indicates how different expenditure groups are affected by inflation.

There is a negative relationship between the rate of inflation and monthly expenditure.

As expenditure increase, the relative impact of inflation decreases. The population
with the lowest level of monthly expenditure was subject to an inflation rate of 6.5%
in June 2013, while the population with the highest monthiy expenditure was subject
to an inflation rate of 5.5%. This negative relationship is mainly due to the consumer
basket of the lowest expenditure groups being dominated by spending on food and
transport, both of which have been major contributors towards the growth in CPI

{Consumer Price Index) in the last few years. %

The impact'or tourism is that tourists would now have to spend more on goods as
they are being sold at a higher price. Although tourists might not feel the pinch of the
inflation, local firms will. For tourists, the goods they purchase here are relatively

price inelastic since the tourists feel as though they may never get a chance fo

2“https:ff’www.g,si.qual.cmp'n,gm'.zav’am’chcl»‘Doc|.1ment.*?.-"|’: ape%620Town?20Cuarterlv %2 R eport%62002%
202013%20Final .pdf accessed 22-02-2014

3 Slallhtlcb South Africa

02013%2(]F mal pdf accessed 22-02-2014
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10

purchase them again. The tourism industry has many smalt firms such as artists and
handcrafters that sell their products to tourists. Inflation would affect them negatively
as they have to pay more for their raw materials and on transport. They would have to
increase their prices by a greater rate than the inflation rate because they need a

greater profit to purchase everyday goods,

Overall, the decreasing inflation rate in the 2nd quarter was positive for consumers,
even though it is reflective of a struggling South African economy. The poor
economic growth for the first quarter of 2013 {0.9%) and moderate growth for the
second quarter (3%), as well as the deprecation of the Rand restrained consumer and
producer spending, and therefore limited inflationary pressures, ¥ However, this was
not enough to keep intevest rates unchanged. Later on in 2013, the South African

Revenue bank had to increase the interest rate.

2?htlp_s:ffwww.cgpg:own.ﬂov.zaf enfehd/DocumentsCape%%20Town%6200uarterly %20 R enort%200Q2%
20281 3%20Fnal.pdf accessed 22-02-2014
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6. Impact on the tourism indusiry:
6.1 _Performance of the tourism industry of Cape Town

The tourism industry as a destination is a multi-stakeholder sector. *® Industries such
as transport, accommodation, food and beverages, entertainment, etc are all impacted
by tourism. The more tourists that go to Cape Town, the more revenue gained in each
of those sectors, [n 2012 the economic value of the Cape Town tourism industry was
R14,6bn. ¥ In 2013, tourists alone spent an estimated R12.7bn (excluding December).

Table 2. {: Foreign arrivals and tourist expenditure
Source 9 2010 2011 2012

Foreign Tourist Expenditure in South Africa

Total foreign tourist expenditure in Sowth Africa | SA Tourism 67.0 6.6 74.0 778

{& by

Share of fereign tourist expenditure in the SA Tourism 24.8% | 284% | 24.6% | 23.2%
Western Cape

Total foreign tourist expenditure in the Western SA Tourism 16.6 21.7 182 182
Cape (R ba}

Share of fareign tourist expenditure in Cape own | Estimate 68% 67% 1% 0%
Total foreign tourist expenditure in Cape Calculation 153 14.5 129 2.7
Town {R bn)

Total Domestic Tourist Expenditure in South

Africa
Total expenditure by domestic tourists in South SA Tourism 224 211 20.3 238
Africa (R bn)
Share of total domestic tourist expenditure in the | Calculation TLe% | §5.6% | 192% | 164%
Western Cape
Total expenditure by domestic tourisis in the SA Tourism 2.6 3.3 3.9 39
Western Cape (R Bn}
Share of domestic tourist expenditure in Cape [stimate 44%, 47% 49% 48%
Town
Total spend by domestic tourists in Cape Town | Calculation 1.1 1.5 1.9 1.9
(R bn)
Economic Valee of Tourism based on Mational
Data
Total foreighn tourist expenditure in Cape Town Caleulation 1.3 14.5 12.9 12.7
{R bn)
Total domestic tourists expenditure in Cape Town | Caleulation 1.1 1.5 1.9 1.9
{R bm)
Fotal economic value of tourism in Cape Town | Cakeulation 12.4 16.0 14.7 14.6
(R bn)

i)

8 sppendix 1: interview with Tourism Director, Nombulclo Mkefa. 27-01-2014

o . . . -

:9 Appendix 3: Grant Thornton ard City of Cape Town, Economic Value of Tourism Cape Town.
30 Appendix 3: Grant Thamton snd City of Cape Tewn, Economic Value of Tourism Cape Town.
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Since tourists had more money 10 spend as the Rand was relativelv low. We

understand why in 2013, the City of Cape Town expecied to make more imoney than

in previous years. There are approximately 2760 business that are members of the

City of Cape Town's tourism. *' Hence, more money being spent in Cape Town went

into the pockets of many households. Consumers thus had more income to spend and

consumption increased which was positive for the GDP. ¥

Monthly comparisons of November 2013 and November 2012 show that there was a

14,5% increase in foreign arrivals. * This was during the tie where the free-fall of the

currency of the Rand began.

Table 2.2: Foreign Arrivals and Domestic Trips

Foreign Arrivals
Total foreign arrivals to South Africa

Share of foreign arrivals to the Western Cape

Number of foreign arrivals to the Western
Cape

Share of foreign arrivals to Cape Town
Number of foreign arrivals to Cape Town

Domestic Tourism

‘Fotal number of domestic trips taken in
South Africa

Share of domestic trips taken to the Western
Cape

Number of domestic trips taken to the
Western Cape

Share of domestic trips taken to Cape Town

Number of domestic trips taken to Cape

Fown
34

Source

SA Tourism

SA Tourism
SA Tourism

Estimate
Calculation

SA Tourism
Calculation
SA Tourism

Estimate

Calculation

2008

7011
865
18.8%

1316
795
93%

1124
619

30 300
0G0
11.6%

3500
Do0
44%

I 540
000

2010

8073
352
18.6%

1 304
698
9%
1374
180

29 700
004
9.1%

2700
00
47%

118800

Al hitpfwww capesown travel/content/pagetourism-industrv] accessed 22-02-23G14
32http_s:,fa’www.cauewwn.gov.za.Icm'chdeocumentstape%ZDTown%200uarter!v%20Re905%251(22”@

202013%20Final pdf accessed 22-02-2014

2011

8339
354
16.7%

i 391
228
o7%
1293
842

26 400
000
8.1%

2 400
000
46%

1056
000

& hitp:/fwww.ctynews.ca/business/south-atrica-s-weak-rand-drawing-few-complaints-from-tourists-

11846133 accessed 02-02-2014

# Appendix 3: Grant Thomton and City of Cape Town, Economic Value of Tourism Cape Town.

2012

9138
368
14.9%

1398
834
96%
1273
072

25300
0G0
10.2%

23589
362
48%

1139
319
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By observing the table, we can see that the amount of foreign visitor to Cape Town
have been decreasing from 2012, We have to remind ourselves that in 2010, Cape
Town was one of the host cities for the 2010 FIFA World Cup. The 2013 figures are
still being calculated but the tourism depariment says things are looking pood. The
difference between 2012 and 2011 may be negative but 1t 15 not too significant that we
should worry about it as it is only a 1.6% change in the amount of visitors,

In 2013, 1ourists also had more money to spend as the exchange rate was relatively
weak, in comparison to the US dollar ($), British pound and the Evro. This was good

for both domestic business and the economy.

Table 2.3: Foreign Arrivals and Bednighis
Saurce 2009 2010 2011 2012

Foreign Bednights
Total number of bednights by foreign SA Tourism 55802 66832 66153 66134
arrivals in SA 389 503 429 864
Share of foreign bednights in the Western  SA Tourism  28.1% 299% 25.6% 23.8%
Cape
Number of bednights by foreign arrivals SA Tourism 1568G¢ 18971 16961 16210
in the Western Cape 688 821 F20 079
Share of foreign bednights in Cape Town Estimate 68% 67T% 1% 70%
Number of bednights by foreign Calenlation 10656 13573 11527 11016
arrivals in Cape Town 778 082 247 559
Bomestic Bednights
Total number of domestic bednights in SA Tourism 128400 130800 1153200 121200
South Africa (0 000 000 [EHH
Share of domestic bednights on trips Calculation 12.0% 11.0% 11.0% 11.0%

taken to the Western Cape
Number of domestic bednighis on trips SA Tourism 15408 14388 12672 13332

faken to the Western Cape 000 Q00 Goo 000

Share of domestic bednights in Cape Estimate 44% 47% 49% 48%
Tawn

Number of domestic bednights on trips ~ SA Tourism 6779 6330 5575 53866
toﬂ(jfape Town 520 720 680 UL

The accommodation sector is a huge sector of the tourisin industry. It is one of the
key factors used when measuring the performance of the tourism industry. *® in 2013,
there were more visitors in Cape Town as accommodation prices were cheaper for

foreign tourists due to the lower exchange rate.

# Appendix 3: Grant Thornton and City of Cape Town, Economic Value of Tourism Cape
Town
3 Appendix 1 Interview with Nombuleto Mkefa, Tourism Director 27-01-2014
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Table 2.4
indicator June 2013 Annual May % Change
Yo 2013 from May
change 2012 to May
June 2013
Single units available (000}- Average 124.6 0.9 1244 0.7
Single unit nights sold {000)- Average 13567 27 1 608.2 5.
Occupancy Rate 41.6% N/A 41.7 N/A
Average income per unit sold (Rand) 7389 760.5 760.5 4.8
Income from Accommodation (R 1130.2 1233 1223 10.1
miliion}
;l;otal meome (R miltion)- Average 2 494.5 9.0 2618.2 12.5

Average income per stay unit sold increased by 5.1% in June 2013. This is lower than
the inflation rate during the past year, which hovered around 6% and is indicative of
the price sensitivity of guests keeping room rates in check. Increased income from
accommodation of 7.9% in June 2013 reflects a mixture of higher pricing per unit and
4 greater number of stay units seld during the period. This income from
accommodation can also be broken down by accommeodation type, [n this respect,
increased income from accommodation in June 2013 was driven mainly by ‘Hotels’
contributing 4.1 percentage points and growing at a rate of 6.0%. The type of
accommodation with the highest growth in income, however, was *‘Other
Accommodation® which grew its® income by 12.7% as compared to the same period

in the previous year. Hotels had the highest oceupancy rate of 46%, *°

3?htl_r.r_s:a’f\,wm.r,(:ap_(:u:ns\;n. pov.zafen/chdDocuments/Cape?20Town%e20Quarterly%%20Reports2002%

202013%20Fingl pdf accessed 22-02-2014
3 hips:fivww capetown.gov.za/en/ehd/Documents/Cape%s20 Town%200uarterly%20R eport%2002%
202013%20Final pdf acecssed 22-02-2014
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Table 2.5: Cape Town International Airport Arrivals

Actual Figures Year-On-Year Growth
Decernber 2013 December 2013
Domestic Arrivals 323 514 1.52%
Regional Arrivals 6 564 -1.64%
International Arrivals R2 010 4.87%
Tatal Arrivals 412 584 2.07%

39

The amount of internationat arrivals in Cape Town for December 2013 increased by
4.87% in comparison to December 2012, More tourists coming in meant that firms in
the tourism industry had the opportunity for more business. However, the falt in the
exchange rate was not the only explanation for the boom in tourism. Afier the 2010
FIFA World Cup, the number of arrivals as well as bednights increased significantly.
Cape Town has become a very poputar-tonrict destination and the fall in the exchange

rate of the Ré4nd conld have been s honns formany foreign tourists.

3 hittp:/Cape Town_[ndustry_Dashboard December 2013_Updated Cape Point Final pdf accessed
22-02-2014
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7. Impact on Unemployment in the fourism industry;
Table 3: Estimated number of Employees in the tourism industry_of Cape Town
2012713
Employment Permanent  Temporary
Low level (Unskilled or semi-skilled) 19113 12 256
Medium Leve! {Skilled & technically or 8 448 1991
academically qualified - supervisor, junior manager)
High Level (Experienced, professionally qualified, 7024 675
mid-senior managers)
Total 34 584 14 922
40

Unemployment can be defined as the percentage of people who are willing and able
to work but cannot find_work. *' Since there was more money spent in Cape Town
during 2013, firms £ould.hire more employees and help decrease the unemployment
rate. This is because firms no had higher revenues. Seasonal unemployment occurs
when workers are only employed on a seasonal basis. ** The tourism industry usually
works in seascn and in this case, during busy seasons such as the summer, hotels and
other firms in the tourism industry may need to hire more temporary staff in order to
deal with the number of tourist that arrive during busy seasons. ** We can see from
the table above that there were many people that were temporarily employed. This is
because most firms could only afford to hire them at peak busincss periods such as
December. This could be bad tor the tourism industry as temporary workers may not
be as motivated to deliver the best service possible as they know their employment

will not last long.

The majority of unemployment in South Africa is at the unskilled/semi-skilled level
and since the majority of people employed in the tourism industry of Cape Town are
at that evel, it is pood for the economy.,

The number of unemployed people in Cape Town decreased by 12 0040 individuals

0 Appendix 3: Grant Thomton and City of Cape Town, Economic Valug of Tourism Cape Town.
4 Mankiw, N. Gregory. Pringiples of Economics 5™ edition: South-Western Cengage Leaming 2008

2 Blink, Jocelyn & Dorton, lan. 1B Diploma Programme Economics Course Companion Oxford 2
edition Oxford University Press 2002 pg 213

® Appendix 2 interview with Racquel Barnard (Tourism Department Cape Town) 17-02-2014
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between the first quarter of 2013 and the second quarter of 2013. ** This was despite

a contraction of employment, and should be understood as being the result of people
leaving the labour force. On an annual basis, the number of unemployed people in the
City increased by 2 008 individuals. As a result of decreasing unemployment due to
people exiting the labour force, Cape Town'’s strict/official unemployment rate
decreased by 0.4 percentage points to 26% in the 2nd quarter, but saw an increase of
1.3 percentage points on the raie in the same period in 2012, 1

The impact on the tourism industry is that there is now a larger pool of skilled
employees in firms such as hotels. This improves the standard of services available
and if tourists are satisfied with the quality and standard of service they receive, they

may come back again in the future.

4 Appendix 2 interview with Racquel Barnard {Tourism Department Cape Town} 17-02-2014
v wi.gov.zalen/ehd/Documents/Cape%e20Town %62 rterly%20Report%62002%,

20201 3%20F inal pdf sccessed 22-02-2014
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8. Factors that affect the tourism induséry:

Various factors affect the tourism industry other than exchange rates. When tourists
consider going on holiday to a certain country, they have to carefully consider the
pros and cons of going there. Mainly, they focus on safety, health and happiness in
that order respectively. *® Therefore, factors such as the crime raie are very important.
Although people fear Johannesburg, Cape Town is the most dangerous city in South
Africa. 7 It was also ranked the fourth most dangerous city in the world for 2013, **
This is a factor that could have fept potential tourists from coming to visit Cape Town

and go to cities like D¥utban instead.

Marketing is a very important factor when it comes to tourism. The 2010 FIFA World
Cup put South African tourism on the map. After the world cup. there have been more
tourist arrivals in South Africa and Cape Town, The New York Times as well as the
other newspapers ranked Cape Town as the aumber one place to visit. Cape Town
was also chosen ahead of Dublin and Bilbao as the Design Capital for 2014, * Cape
Town was also named as the host city Of the annual Tomorrow Land Festival in 2013,
which is a big music festival that attracts thousands of people and musicians across
the world. These factors could potentially be reasons for the increase in tourist

arrivals,

Another unique aspect that convinces tourists to go to Cape Town is the professional
medical care available there. Cape Town has great medical care in their hospitals and
the first successful heart transplant was conducted there. Cape Town is also a malaria-
free city and that really attracts tourists as they know they will not be infected as
apposed 1o a vacation in Mozambique. Tourists also feel assured as they know they

will be taken care of if anything happens (o them whilst on holiday. *

The recent passing of Nelson Mandela was headline news across the world, One of

the tourist hotspots in Cape Town is Robben Island the prison where Nelson Mandela

48 ~ interview with Nombulelo Mkefa. Tourism Director (City of Cape Towa) 2-01-2014
hup_ ng co.zalarticle/2013-09-19-where-murder-happens-in-south-atrica accessed 12-03-2014

htlD flisttoptens. comItOD-IO -MOSt- dangcronq—cmcs in- 20]3 2084f accassed 12-03-2014
hr -fown, accessed 12-03-2014

Imervu.w \Vlth Nombulelo Mkefa, Tourism director (City of Cape Town} 27-01-2014
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spent most of his sentence in. After his passing, natives as well as tourists flocked to
Cape Town and the visits to Robben Island increased by 6.7% in December alone. '
Therefore, we ¢an see that the depreciation of the exchange rate was not the only

reason for the increase in the number of tourists that came to Cape Town.

3t hup:fme.co.za/article/2014-03-11 -hoxurv-tourism-booms-in-cape-lown accessed 12-03-2014
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9. Conclusion:

The exchange rate of the Rand has depreciated gradually over the recent months. The
main contribution to this significant depreciation has been due 1o the platinum mine
strikes outside Cape Town. However, the weakening exchange rate did not affect the
tourism industry negatively. Foreigners had more money to spend since the exchange
rate was low. The number of foreign arrivals in Cape Town increased and the total
revenue gained in tourism also increased. Overall, the tourism industry of Cape Town

did well in 2013.

However, the weakening Rand is not the only explanation of the boost in tourism of
Cape Town. Other qualitative factors were in play. Most notably, the recent passing
of former president, Nelson Mandela caused people from South Africa and abroad to

go to Robben Island, the prison in which he served most of his sentence i,

From the investigation, we can see that the fall in the exchange rate was a positive
aspect for the tourism industry of Cape Town. However, the investigation is limited as
it is ditficult to measure the qualitative aspects of why people went to Cape Town.
For example, it is difficult to quantify the number of people that did not go to Cape
Town because of safety reasons. People may have gone there regardless of the
exchange rate if they had personal reasons for going there. Another difficulty is to
quantify the number of foreign tourists who came here for personal reasons such as

visiting family. Those arrivals have nothing to do with the exchange rate.

22
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Appendix 2 Interview with Racquel Barnard

1. How would you describe the tourism sector?

Personally, I feel as if it is the most sustainable sector in South Africa. We will
always have our beautiful landmarks such as Table Mountain and tourism
generates a lot of money for the country.

2. What are the factors that influence tourism?

A major factor is crime. South Africa has a really high crime rate and I think it

is one of the biggest factor that is keeping people from visiting.
3. How much employment is there in tourism?
When looking at employment, we can say that around 55 000 people are
employed in the tourism industry. However, there are many small informal
businesses such as handcrafters and artists whom are not accounted for.

4. How significant is the exchange rate in tourism?

The exchange rate is really significant. Foreigners tend to spend to spend more

money and time in South African when the Rand is weak.

5.What is the main purpose for the tourism department?

Our purpose is to market to city of Cape Town to both local and internationals. I

feel we do a really great job especially after the 2010 FIFA World Cup.
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1. Introduction

1.1 Background

The City of Cape Town (“the Clieat”) statted to monitor the econemic value of tourism in Cape
Town in 2008. ‘The purpase of the monitoring was o create baseline data on the economic value of
tourism (“EVT™) as well as to licit comment and inputs from relevant stakeholders.

The City of Cape Town has now commissioned Grant Thornton o update the haseline report that
was conducted. Grant Thomton has been appointed for a three vear period to compilc the
economic value of tourism report for 2011 ta 2015.

1.2 Approach and Methodology
Our methodology 1s hased on a circular process approach as indieated in the diagram below,

During the three year process we will develop the economic value of tourism model fram its current
approach utihsing purrary and secondary data to add a simulated tourism savellite account which
will quantfy the contribution of the tourdsm industry to the economy of Cape Town by vulising the
economic sector data for Cape Town,

Our methodology is detailed below:

VIS T PR & 2013 Grant Yioealon Sauth Africa. A% rights reserved.
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Phase 1: Project Initiation
At the statr of the project, we will:

® Meet with the Client to confirm and detatl the project scope and consranrs;

s Together with the client or designated officials, agree on the project management approach to
this assignment, including:
~ The number, dates and locaton of meetings;
— Confirmation of the Client and consultant’s project managers;
— Confitm the compesiiion and formation of a working committee,/ panel of experts;
— Confinn relevant stakeholder to consult;
—~ Agreement on all repocting formats;
— Agreement on report frequency {i.e. monthly progress reports); erc.

¢ Prepare and submit a detailed project plan (in MS-Excel} to the Chent, including the proposed
work plan and agreed upon deliverables and time frames; and

» Finalise all conuactual arrangements and quality contrel procedures.

Phase 2: Obtain Input on the Methodology
Following the project imtiation phase, we wall:

» Convene a meetings with the client, working commirttes, panel of experts and relevant
stakeholders 1o obtain input on the previous study to vedfy the methodology and survey

questicnnaire design;

s Present the methodology for the compilarion of the simulated rourisin satellite account for Cape
Towo

* Update and modify the methodology as required;

Phase 3: Raise Awareness by Publishing Article and Previous Study
Follawing methodalogy update phase, we will:

s Compile an aricle on the purpose and process of the intended survey;
» Obtain approval from the client on the contents of the article;

» Publish the article through the vartous channels of the City of Cape Town, Cape Town Tourism,
online media apd assocanons such as Satsa, Fedhasa, Saact, et

Phase 4: Conduct the Survay
Following the raising of awareness phase, we wll:

s Conduct the primary research through a web based questionnaire. The exact exrent for the
primary research is difficule 1o determine, however, a broad methodology for pnmary research is
outlined below.

1 SRSV L R 12013 Grant Thomton South Africe. Al rigids reserved.
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— Tn order to determine the economic value of tounsm we will need to survey a statistically
relevant sample of tourism product owners such as rour operators, restaurants, attractons and
accommodation oWners.

— A statistically relevant sample size for primary research will be determined based on databases
avadable from Cape Town Tourism and any other availalile source. The sample for the detaled
survey should be from a varety of business types and sizes as well as being spread across
different aseas of the city.

— Based on a survey conducred by the University of Stellenbosch in 2007 there are an estimated
2 240 artractions, accomemodaton establishrments and restaurants in the Cape Town area. We
propose that a relevant statistical sample, to a 95% confidence level with a 50% degree of
vatiabihity and 2 confidence wnterval of +-7% be a sample of 190-200,

s Caollate and analyse all relevant national, provincial and municipal toudsm data to assess the divect
spend by visitors to Cape Town;

o Collate and analyse the municipal economic scctor data produced by economic consultancies
such as Quantec.

Phase 5: Update the Economic Value of Tourism
Following survey phase, we will:

s Update the cconomie value of toutism report, fact sheet and moded based on the pamary and
secondary data obtained;

+ Compile 2 draft simudated toutism satellite account for Cape Town. Ouwr methodology for the
compilation of the deaft simulared tourism satellite account include:
- Analysis the economic secror data for Cape Town produced by econornic consultancies such
as Quantec;

— Projecting the share of these economic sector data thar are related to tourism utikising
methodologies from the United Nations World Tourism Qrganisation (“UNWTO") and
Warld Toudsm and Travel Council (“WTTC”).

‘The above research will enable us to:
* Droject the number of direcr jobs creared by tourism in the Cape Town area;
* TDroject the direct economic value of the tourism industry in the Cape Town area; and

* Use mulaplicts to project the indircet and mduced impact Cape Town has on the wider Regional
and National economy.

Phase 6: Presentation and Consultation of the Economic Value of Tourism
Following compilation of the economic value of tourism we will present the results and obtaia input

from the client, working committee and generat stakeholders.

‘The process will then bring us back to the raising of awareness phase.

! The praposed statisacal sample was notachieved. Mease see the detall in Section 3

WA CRE Y L R #2043 Grant Tnornton Souti Afreca. A rights resereeel.

30



Extended essay: Economics example B

Fesearch on the Economic Value of Tourism in the City of Cape Town 4

1.3 Terminoloyy
The following terminology has been used in this report.

Cape Town - The geographical area represented by the municipal boundaries of the City of
Cape Town

EVT - Economic Value of Tourdsm

Fedhasa - Federated Hospitality Association of South Africa

Rbn - Rand billion

SA Toutism - South African Toursm

Saaci - South African Association for the Conference [ndustry

Satsa - Southern African T'ourism Services Association

The Client - Ciry of Cape Town

TSA - Toumsm Satellite Account

UNWTO - United Natons World Tourdsm Ouganisation

WTITC - Waorld Toudsm and Travel Counci

1.4 Definitions
The following defimtions are utilised in this report and ate as per the definitons used by the United
Nations Woild Tourism Organisation.

Tourism

Tounsm is a socizl, caltural and economic phenomenon which entails the raovement of people to
countries or places outside their usual environment for personal or business/professional purposes.
These people ate called wisirors (which may be either tounsts or excursionists; residents or non-
residents) and tounsm has to do with their activities, some of which imply toudsm expenditure.

As such, tourism has implications on the economy, on the nataral and budlr environmens, on the
local population at the destination and on the tourists themselves. Due to these multiple impacts,
the wide range and variety of production factors required to produce those goods and services
acquired by visitors, and the wide spectrum of stakeholders involved or affected by tourism, there is
a need for a holistic approach to tourism development, management and monitonag. This approach
is srrongly recommended in order to formulate and implement nattonal and local tourism policies as
well as the necessary international agreements or other processes in respect of toudstn.

Business visitor
A business visitor is & visitor whose roain purpose for a toutism teip correspands to the business
and professional category.

Country of reference

The country of reference refers o the country for which the measurement 1s done.  As a general
ohservation, it should be noted that in the Internadonal Recommendations 2008:

{a) The term “country” can be transposed to 2 different geographical level using the term “place™
instead {either 2 region, municipality or other subnational geographic location};

V1MV S ALY 33013 Grant Thornta:n Soulh Alrlca. All nghts resecved
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{b) The term “long-tenn™ is vsed as the equivalent of a year or more and “short-term” as less than a

yeAL

Country of residence

The country of residence of 2 household is determined according 1o the centre of predominant
economic interest of its members. If a person resides {or intends ro reside) for more than one year
in a given country and has there his/her centze of economic interest {for example, whete the
predominant amount of tme is spent), he/she is considered as a resident of this country.

Destination (main destination) of a trip
The main destinaton of a toursin trip is defined as the place visited that 1s central to the decision to

take the trip. See also purpose of a tourism wip.

Domestic tonrism
Comprises the activities of a tesident visitor within the country of refercnce, cither as part of
a domestic rounsm trpor part of an outbound tourism wip.

Economic analysis
Toursm generates directly and indirectly an increasc in economic activity in the places visited (and
bevond), maindy due to demand for goods and services that need o be produced and provided.

In the economic analysis of toudsm, ene may distinguish between tounsm’s ‘economic contdbutdon’
which refers to the direct effect of toudsim and is measurable by means of the T'SA, and tourism’s
‘economic impact’ which is a much broader concept encapsulating the direct, indirect and mduced
effects of toutistn and which must be estmated by applying models.

Economic impact studies aim to quantify economic benefits, that s, the net increase in the wealth of
residents resulting from tourism, measured in monetary terins, over and above the levels thar would

prevail in its absence.

Employment in tourism industries

Employment in tourism industries may be measured as a4 count of the persons employed in tourizm
industries in anv of their jobs, as a count of the persons employed in wourism industdes in their main
job, as a count of the jobs intourism industries, or as full-ime equivalent figures.

Excursionist (or same-day visitor)
A visitor {domestie, inbound or outhoundy is classified as a same-day visitor (or excursionisy) if
hig/her ttip does not include an overnight stay.

Forms of tourism

There are three basic forms of toudsm; domestic teurism, inbound tourism, and outbound tourism,
These can be combined in various ways ro derive the following additional forms of wurism: internat
toursm, natomal towism and intemmational toensm,

Inbound tourism
Comprises the activities of a non-resident visitor within the country of reference on an inbound
tougism trp.

WAL Ry 2 2313 Grant Tharnlen South Alriea. Al rights reserved.
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Internal tourism

Internal toursm compdses domestic toursm plus inbound rourism, that is ro say,

the activities of resident and non-resident visitors within the country of reference as pant
of domestic or international toudsm teips.

International tourism

International tourism compeises inbound tourism plus outbound tourism, that is to say, the activities
of resident visitors outside the country of reference, cither as part of domestic or outbound tourism
trips and the activities ofnon-resident visitors within the country of zeference on inbound tourism
tips.

Meetings industry

Tao highlight purposes relevant to the meetings industry, if a tip’s main purpose is
business/professional, it can be further subdivided into “attending meetings, conferences or
congresses, rade fairs and exhibitions™ and “other business and professional purposes”™.

The terrn mectings industey is preferred by the International Congress and Convention Assocation
(LCCA}Y, Mecting Professionals International (MPI) and Reed T'ravel over the actonym MICE
(Meetings, Incentives, Conferences and Exlubinons) which does not recognize the indusrial nature
of such activities.

MICE
See meetngs industry.

National toucism

National towrism comprses domestic tourism plus outbound rourism, that 15 to say, the activines of
resident visitors within and outside the country of veference, either 2s part of domestic or outbound
tourism trips.

Qutbound tourism
Comprises the activities of a resident visitor outside the country of reference, either as part of
an outhound tourism trip or as part of a domestic tounsm tep.

Place of usual residence

The place of usual residence is the geographical place whete the coumerated person usually resides,
and is defined by the location of his/her poncipal dwelling (Prnciples and reconunendations for
population and housing censuses of the United Nations, 2.20 1o 2.24).

Purpose of a tourism trip {main}

The main putpose of a tourism trip is defined as the purpose in the absence of which the trip would
not have taken place. Classificarion of tourism trips according to the main puspose refers to nine
categories: this typology allows the identification of different subsets of visitors (business visitors,

tramsit visitors, ctc).

See also destination of a tourism trp

L0 I W LEL T Y - N LT 2 2013 Graot Thorolon Sauth Africa, AN rights régoreed.
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Tourism expenditure
Tourisin expendituze refers to the amount paid for the acquisition of consumption goods and
services, as well as valuables, for own use or to give away, for and during rourism tops.

Tourism industties
Tourism industries {also teferred to as touristn activities) are the activites that opically produce
tounsm characteriste products.

Tourism charactetistic products ate those that satisfy one or both of the following criteria:

{a) Touzism expenditure on the product {either good or service} should represent a significant shaee
of total tourism expenditure (share-of-expendirre,/demand condition);

{1y Toursm cxpenditure on the product showld represent a significant share of the supply of the
product in the sconomy (share-of-supply condition). This criterion implies that the supply of

a tounsm characteddstic product would cease 1o exist in meaningful quantity in the absence of
visitozs.

List of categories of tounsm charactenstic praduces and tounism mdustries?

Products Industries

1. Accommodation services for visitors 1. Accommodaton for visitors

2. Food and beverage serving services 2. Food and beverage serving activities
3. Railway passenger transport services 3, Railway passenger transport

4. Road passenger transpott services 4. Road passenger transport

5. Water passenger transport servoies 5, Water passenger transport

6. Alr passenger transport services 6. Alr passenger rransport

7. Transport equipment rental services 7. Transport equipment sental

8. Travel agenctes and other reservation 8. Travel apencics and other reservation
services _ services activities

9. Cultural services 9, Culrural activities

10. Sports and recreational services 10. Sports and recreational activities

11. Couatry-specific tourism characteristic 11. Retail trade of country-specific tourism
goods characteristic goods

12. Country-specific toutisin characteristc 12. Other country-specific rourism
services characteristic activities

Tourism Satellite Account {TSA)

The Tourism Satellite Account {described in the Tounsm Satellite Account: Recommended
Methodological Framnework 2008} is, besides the International Recommendations for Tounsm
Statistics 2008, the second international recommendation or tourism stanstics that has been
developed in a framework of consistency with the System of Natdonal Accovnts. Both
recommendations are mutually consistent and provide the conceptual framework for measuring and
analyzing tourism as an economic activity.

As a statistical teol for the copnormic aceounting of tourism, the TSA can be seen as a set of 10
surnmnary taldes, each with their underlying data and representing a different aspect of the economic

2 Please nate that nat all these preducts and industrics have been included in the survey, Please see Section 3
for more detml.

AUL G I [T CHIFL 412013 Grant Thomton Souih afrlza. Adl rghts reserved,
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data relatve to touristm: inbound, domestic tourism and cutbound tounsim expenditure, internal
toutism expendinue, production accounts of tourism industries, the Gross Value Added (GVA) and
Gross Domestic Product (GDP) attributable to tourism demand, smployment, investment,
government consumption, and non-monetary indicators,

Tourism sector

The rounism secror, as contetnplated in the TSA, is the cluster of production unirs m different
industties that provide consumption goods and services demanded by visitors. Such industries axe
called toudsm industnes because visitor scquisition represents such 2 significant shaze of therr
supply that, in the absence of visitoss, their production of these would cease to cxust in meantngiul
qUAnLILY.

‘Fourist (or overnight visitor)
A visitor (domeste, inbound or ouwtbaund) 15 classified as a tourist (or overaight visitor), if his, her
top includes an overnight stay.

Travel / tourism
Travel refers to the activity of travellers. A traveller is someone who moves between different
geographic locations, for any purpose and any duration. The visitor is a particular type of traveller

and consequently tounism is a subset of travel.

Travel party
A wavel party is defined as visitors travelling together on a trip and whose expenditures are pooled.

Trip
A trip refers 1o the travel by 4 person from the time of departure from his/her usual residence until
he/she retuns: it thus refers to a round twip. Trips taken by visitors are tourism trips.

Usual environment

The usual environment of an individual, a key coneept in tousism, is defined as the geographical area
{though not necessarily 2 contiguous one) within which an individual conduets his/her regular life
TOutines,

Vacation home

A vacation home {sometimes also designated as a boliday home) 15 4 secondary dwelling that is
visited by the members of the houschold mostly for purposes of recrcation, vacation or any other
form of lasure,

Visit
A top is made up of visits to different places. The tertn tourism visit refers to a stay in a place visited
during a toudsm tap.

Visitor

A visitor is a4 wraveller taking a trip to a mam destination outside his/her usual environment, for less
than a year, for any mam purpose (business, leisure or other personal purpose) other than to be
employed by a resident entity in the country or place visited. A visitor {domestic,

inbound or cuthound) is classified as a tousist {or overnight visitor), if his/her trip includes an

overnight stay, or as a same-day visitor (or excursionist) otherwise.

W CREIVY ) RIEYY 2293 Grant Thornter Soukh Africe. At rlphts rescroed.
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2. Projection of the Economic Value of
Tourism in Cape Town utilising National
Data

2.1 Introduction
The first step in the research process on the econornic value of tourdsm in Cape Townis a
projection bascd on informaton obtained from SA Toudsm and projections by Grant Thornton.

Please note that, priot to the SA Toutista report in 2010, 3A T'outism could onky report on
foreigm visitor arrivals as there was no way of separating out day visitors from the overall
arrivals. In 2009, Statistics SA for the first titne was able to make the distinction between
tourists and day visitors and started a data series for tourist arrivals that was aligned to the
globally accepted definition of a tourist. SA Toorism could only utilise this information for
the first time in its 2010 reports. As a result of this change, the weighting methodology of
SA Tourism has been revised and the results in reports prior to 210 are not comparable to
reports pOSt 2010. '

Grant Thermon has unbised informanon contaned in the 2000 8A Tounsm weport o complete the
2009 projection for the economic value of tourism in Cape Town. In addidon the 2011 SA Tounsm
annual report and the 54 Tourism quarrer reports for 2012 were utlised to complete the projecton.

Cape Town’s share of arrivals, bednights and spend were estimated by utilising data abtained from
SA Tounsm reports prior to 2009 and the arnvals on international and domestic flights were utilised
as proxy for the change in Cape Town's sharc.

This approach is Hawed as it does not contain recent projections as to Cape Town’s share of
arrivals, bednights and spend but it 1s the only information that is available at the time of the
research and wnting of the report. Any input from staksholders as to a better methodology to use

will be welcomed.
2.2 Economic Value of Tourism in Cape Town based on National Data 2000 . 2012
The economic value of tourism based on the national A Tourism data projection conrains the

following information for 2009 o 2012:

* Forcign ardvals to South Africa, the Western Cape and Cape Town;
* Foreign bednights spent in South Africa, the Western Cape and Cape Town;
* Foreign direct spend in South Africa, the Western Cape and Cape Town;

VAT SR R 4123 Grant Thorton South Alvfea. &3 rights roseresd,
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*+ Domestie tourism teips taken 1o destinations in South Africa, the Western Cape and to Cape
Town

* Domestic bednights spent in South Africa, the Western Cape and in Cape Town;

* Total spend during domestic tops to destinations in South African, the Western Cape and in the
Cape Town.

To project the economie value of foreign and domestic tounists to Cape Town Grant Thornton
utilised the foreign and domestic direct spend in South Africa and the Western Cape as per the data
from SA Touosm. Based on the shaze of foreign and domestic bednights spent in Cape Town {see
Table 2.2}, we projected the share of the foreign and domestc direct spend in Cape Town (See
Table 2.3},

Table 2.1. Foreign Arrivats and Domestic Trips

sSgufce. , 2008 - 2011
Foraign Arrivals L : j e
Tota! Foreign Armivals to South Africa © 70118685 |80 5 339 354 3
Share of Foreign Amivals to the Westem Cape 3 18.8% i BT% %
Number of Foreign Arrivals to the Western Cape  SATourism 1316795 + 1 1391228 1368894
Share of Foreign Amivals to Cape Town E T e3% 97% - 98%
1224 618 - 1293842 1273072

Number of Foraign Artivals to Cape Town

Domestic Tourism Trips ] L : .
Total number of domestis trips taken In South Afica. ;30 300 000 29700 000 26 400 000 - 25300 000"
Share of domestic Irips taken lo the Western Cape Calcuigtion.  11.8% .. 8% . 2.1% 10.2%
Nurnber of domestic trips faken fothe Western™ " "+ °% 3500000 2700000 2400000 2589362
Cape . : SR Tourlsh PR N
Share of domestic trips taken o Cape Town " . Estimiate 449 AT 48% - 4B% -
Number of domestic trigs taken to Cape Town  CalGulation- 1540000 "1 {88000 1056000 438 319

Sarrce: Gorant Theruton

The projecied number of foreign armvals 10 Cape Town has declined in 2011 and 2012 as the
Western Cape’s share as well as the Cape Town's shaze of foreign arrivals has declined. Even
though the actual pumber of total foreign ardvals to South Afdca has increased, the actual number
of foretpn azzivals to Cape Towa has decteased due to the Western Cape and Cape Town losing
maarket share.

The actual number of domestic trips to Cape Town has increased in 2011 and 2012 even though
actual number of total domestic trips vndertaken in South Africa has declined over the same period.
The mcrease in the actual numbers of demesde tdps 1o Cape Town is due to an increase in the
market share of domestic trips undertaken to the Western Cape and Cape Town respectively in 2011
and 2012,

Unfortunately the data to compare the number of foreign arrivals and domestic trips to other major
caties are not readily available.

KR N IV ICH R SNt 2013 Grant Thersion South Alrica, Al Fights resersed.
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Table 2.2: Foreign and Bamnestic Bednights
) ’ 2011

Foreign Bednights
Tetal Number of Bednights by Foreign Arnva!s o
8A

56153 429 68 134854:

Share of Foreign Badnights in the Western Cape 25.6% 3B
Number of Bedrights by Foreign Arnvals to the ’

Westem Gapa . 16 861 520 162100?9 .
Share of Foreign Badnights in Gape Town Ti% . T0%.

Number of Bednights by Foreign Arrivals in

Cape Towa | 11827247 110165850

Domestic Bednights .
Total nurnber of doméstic bednights in South Africa -

Share of domestic bednights on trips taken to the
Western Cape

Mumber. of domestic bedrights on ps laken tothe .
Western Cape :

Share of domestic bedrights on trips {o Cape Towr

Humber of domestic hadnkghls on tnps to Cape
Town .

1‘! D%_ 0% 11.9%_ ’

4% 4%
5575660 5865080

44%

:Caleutation 6779 520 . 6330720 -

Soarce: Grant Thoruton

The number of foreign bednights spent in Cape Town has declined as the share of foreign
bednights spent in the Western Cape has declined.

The number of domestic bednights spent in Cape Town berween 2009 and 2012 has declined as the
total number of domestic bednights in South Aftica has declined. In 2012 the number of domestic
bednights spent in Cape Town has increased with the increase in the total number of domestic
bednights.

Table 2.3 Economlc Value of Touriam based an Nahonal Data

Foraign Diirect Spend

Total foreign direct spend in South Afrlca {R b} s e T4.0

Share of fafeign direct spend in the Wiesier Cape 24 6%

Tokal foreign direct spend in the Westem Cape (R bn) 18.2

Share of foreign direct spend in the Cape Town 1%

Total forgign direct spend in the Cape Town (R br) 129

Tetal Domestic Spend N
Total spend by domestic toursts in South Africa (R ba) 0.3 238
Share of {otal domestic spend in the Wastermn Cape

19.2% 1B6.4%.
Total spend by demesic tourists in the Western Cape (R bn} R R TR
Share of domestic spend in Caps Town

Total spend by ¢ i bourists in cape Town (R bn)

Economic Vaiue of Tourism based on Mational Data
Total foreign direct spend in Cape Town {R bn)

Tetal spend by domestic tourists in Cape Town (R b}
Total-economic value of tourism in.Cape Town (R br)

Sosirce: Grant Thoruton

WA MY © 2613 Grant Tharnten Soulh Africa. All rights reserved.
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Based on the nadonal infommation the economic value of tounism in Cape Town was R12.4 billion
in 2009, increasing to K16 billion in 2010, betore declining 1o R14.7 billion in 2011 and R14.6 billion
m 2012,

The reasons for the decline in the economic value of tounsm berween 2010 and 2012 can be listed
as

# The decline in the share of foreign arrivals 1o the Western Cape. The share of foreign artivals
10 Cape Town has been estimated based on surveys in prior years and the arrivals on
internatonal fights at Cape Town International Airporrt;

#  The decline in the share of foreign hednights spent in the Western Cape. This may be a result
of the decling in the share of foreign arrivals to the Western Cape, but also a decline in the
length of stay in the Western Cape.

#  The decline in the share of foreign direct spend in the Western Cape. This may be a result of
both the decline in the share of foreign atrivals to the Western Cape, as well as a decline in the
share of foreign bednights spent in the Westera Cape. It may also be a result of the decline in
the average spend per day in the Westetn Cape.

Tt should however be remembered that in 2010 Cape Town achieved a strong increase in the
economic value of toutsm due to the Soccer World Cup being hosted in Cape Town. Since 2014,
the economic value of toudsm in Cape T'own has declined in 2011 and 2012. However, the average
annual growth in the econormic value of tounsm since between 2000 and 2012 has been 3.6% per
annum.

WEL ST T A 42093 Grant Thernton Seulk Africa. All rights cespeved.
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3. Projection of the Economic Value of
Tourism in Cape Town utilising a Survey of
Tourism Enterprises

3.1 introduction
The second step in the research process on the economic value of tourism in Cape Town is a
projecrion based on a survey of tourism enterprises in Cape Town.

3.2 The Survey of Tourism Enterprises

The survey of toudsm enterpdses was conducted berween Monday, 20 May 2013 and Monday, 3
June 2013, The survey was an online survey and an e-mail contaning an explanation regarding the
significance of the survey and a link 1o the relevant website were e-mailed to all the members of
Cape Town Tourism, Fedhasa, Satsa and Szaci. The survey was also publicised in a press release
which was distribured widely to the media by the City of Cape Town and Grant Thornton.

A total of 107 responses were received and a suminaty of the survey vesuls are included in
Annexure A. The achieved survey sample was low with a sample of atound 200 being required ro
provide an analysis at a higher confidence level

Tourism enterprises that responded to the survey were categorised according o type of enterptise
and according to their size. The total number of tounsm enterprises per category in 2012/13 was
then estimated based on listings by Cape Town Toudsm as well as a database compiled by the
National Department of Tourisn. For example, it is estimated that there were 202 Bed & Breakfast
enterprises that have less than 4 rooms operating in Cape Town in 2012/13.

The next step was to project the average turnover and number of permanent and wmporary
emplovees per category by enterprise and size. This projection was based on the survey responses as
well as Grant Thornton’s knowledge: of the tourism industry. For example, it was projected thar the
average Small Bed & Breakfast would have an average annual turnover of E250 000 per annum 2nd
employ one low level and one high level permanent employees, with one temporary employee.

Following the projection of the average munover and employment it was multiplied with the rotal
number of enterprises per category in 2012/13 to estimate the economic value of tourism in Cape

Town. The detail estimated projection for 2012/13 is shown in Annexure B.

An analysis of the salary levels of employees was not included in this report as clear trends could not
be identified from the survey tesults.

VIRV L MY 22 2043 Grant Thornton Scuth Africe. AlE rights resonved.
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3.3 Fconomic Value of Tourism in Cape Town in 2012/13 hased on a Survey of
Tourism Enterprises

Based on the EVT model using & survey of 107 tounsm enterposes in Cape Town it is projected
that the economic value of tounsm in Cape Town for 2012/13 1s R11.9 billion and that there are
around 34 600 permanent emplovees and around 13 000 temporary employees emploved in Cape
Town’s tourism industry.

Table 3.1 indicates that the majodty of the employment is in the low level category. This highlights
the benefit of toudsm of creating employment in the category where unemployment is at its aghest.

Table 3.1: Estimated number of Employees in the tourism industry in Cape Town 201213
Empls t . LB it Temporary

Low Level{Unskilled or semi-skilled) . Yo - 12 256
Medium Level (Skiled & technically or academically qualified - supervisor, jurier © . 191
manager)’ o

High Level {Experiented, professionatly qualified, mid ko senior managers} 675
Total 14 922

Sonrce; Grant Thornton

The disaggregation of the data by fype of tounsm entexprise 45 shown tn Annexure B should be
treated with caution. Due ro the low survey response of 107 respondents, Grant Thornton had o
utilise secondary data to estmate where data was insufficient for a particular category.

The number of assumptions and the quality of the data, o part, explains the difference i the
estimates of the economic value of toutsm mm Cape Town from the two methodologies used. Itis
hoped that funure surveys will achieve a higher response cate and that the addition of the tounsm
satellite sccount caleulations will add an additional benchmark for the cconomic value of tounsm in
Cape Town.

3.4 The Way Forward
The results from the disaggregated national data and the survey of toudsm enterpdses will be
disseminated 1o relevant stakeholders for comment through scheduled wotkshops.

Specific workshops will be held to obtain input on the methodolegy used from academic and other
stakeholders.

The input obeained will be incorporated in the next estimation of the cconomic value of rourism
which will start with the disaggregation of national data and a repeat of the survey of tourism
enterprises in 2014,

A drafr tourism sateflite account (T8A) for Cape Town will be compiled duriag August and
September 2013, This draft toudstn satellite account will be distnbuted o the steeting commuittee
members for comment but will nat be released to a wide range of stakeholders. Once input from
the steeting comnittee mermbers and sclected stakeholders have been obtained, the deaft sarellite
account will be compiled again in Anguost and Seprember 2014 and released for input from acadeimia
and rousism stakeholders.

VAT TS T - BLEYY #2013 Grant Thotnten Sooih AEcs, AR rights resaneed.
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Annexure A: Summary of the Survey of
Tourism Enterprises

Page 1. Clty of Cape Town - Econamic Value of Tourlsm Survey

accomodpation gnkv Bt :
Kindly Bk the relevant box If you are an accommtodation eaterprise, Other fourdfsm enterprises please o urber of

ignoie this Question pondents Respondants
et (7 Fotal g euns plRsse sae ARAT cararo] ERNEERE AL B
atar:Legsa 0.00%: [
21 1.23% 1
Badioader B 3.70% 3
cier 24V F]
vhmm Fanm | 1.33% 1
ged & 3ecklag IRREEE 13.58% 1
23,40 % 23
25,4935 Fi
ERAY: B

Humber of respondents i
frumber of respondents who skipped Hils question 37

Hotel Grogas ooy
Please indicate the Folfowing (Please write only the numerical nomber g.g. 4) Other tourinm eaterprises pleasa ignore Hhis
gueston

The number ef hoteds within your group 11

Vhe fotal numiber of rooms/funiils in your proup . 13
Humbar of Respondents 13
Hustiber of respondents wito skioped this question 9%

i : y .

m %’* nﬁ;ﬁfﬁﬁ_ﬁ,ﬂfm # you are an acx % prise. Other tourtsm eaterpr: Remtens Romaonts

Fedian 15

23.05% 15

1585 3

3.08%: 2

1585% Y

+82% 3

Fo-300 Reangforis B F83% 2z

i1 - 350 Roome! 3 -] HE% 3

151 -Z20F: AT ] 303% 2

r . 2R Dome s 0.6e% 2]

251+ Rogrssfiinens BENER T.60%% 5

Mumber of respondents &5
Humber of raspondanis who stipped Hiis quastion 42

VES SRV RV £ 2013 Grant Theenlon South Africa. ASF righta reserved,

"3 Extended essay 42



5]

Extended essay

Research on the Econamic Yalug of Tourism in the City of Cape Town

Other tourk .
Krnvidly Hick the refevant box for your type of tourism enterprise

aris & Asvhes st <100, vintes per anr TRRER

Abra

AR AT 13 {30 ADIeE R BN

Atkactong B achctat alt aez -t 005 par FrU

g Compary B

3 fezgztent B

P T

Evantp vanes (81 - 1IN doepeies) B

Sy iom 1101 - B

Erants Vana J w051 eega tas)

Fln & related <.

Mot Vencs (31 - 100 deagas)

hl2g

i1 - St asegpTant

Meeirg Yernes {3 061 cregaies] @

R e T

Slropmieg condr

hoppr g cenlee £ 151 44

&pa, higsith: & pares:

Transpart $arvice (520 velvdest B

Trarsooet Servie {510 Vel

TELREN sernos R
Tourst Goce MENE

]

Tesk o 3 (2

)

Yo Cropcator (B- 10 Yohades)

Tonr Coperatar |[# 10 Yer

tes)

BegiE. gt (07550

Rastaurart (36 <30 se3lz)
Rgiearattt (31 - 100 et B

Sestzrant (A0l sealsh B

+ R

Huiniver of .
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Te of batmier of
Respomdents Resporesnts

2.33% w
0.00% L]
ek 513 g
0.B3% 1
533% e
2507 3
2,508 ki
G054 q
1673 2
2.5G%% 3
3.33% +
0.53% 1
<57 5
167% F
0.33% 1
2385 3
1.67% z
5.00% &
3338 4+
0.00% a
0.83% b3
Q.06 a
0.53% 1
0.83% 3
2.50% 3
4.17%% 5
L67% 2
0,333 B
B.53% 7
8.33%% n
10.83% 13
Gl o
T.a0% 1]
003 1]
1,333 1
3.33% +
3.33% 4
B.33% w

Hurmbear of respondents E3d
nha skipged this 4 Ag

W1 oMY R
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Restavrants gobv of - Humberof
Please indicale if you are located within 2 holel Othrer tourism enterprises piease ignone this quastioa R < h
3345% 7
=5, 15% b

Humber of respondents I3
Number of reigondents who skipped Hhis question a4

Allrespondents
Kindly answer the following with regard Lo the numbar of your employees {Ploase wite only the numerical pomber 8.6, 4

Homber oF parmisnent (& bre) StoFf  Hhorber of seasonal (part tre) craff _NToE of

Respongants
o resp Hlresp A2
86 resp 35 ep 72
sk Levpl Exparenoed, fesmars’ ;i = "
Figh Level Exparencd, profemmongiy que \,: 3 5%—‘,:} — s ?5

fuinber of Respondents 102
trember of respondents who siipped this qrestion 5

All resppndents 4 of Humber of
Ffease indicate the tatal cast ta company fevel of yaur low fevel funskifed or seav-skifed] v o

<R RM (T8l 0087 4 Cersnany par mend) ENRERTR 15.11% 13

1481 b B S50 Skl coet ds cortpay o il 45.51% Eal
REGEL R=‘u 553 (el (26 T carpany pir porlh) PEERE 0474 4
L3 i Fesd SO% bl rost o Garsgany por et R 5.31% 3
K13 50 & R85 595 dmal vtet do company por moisdi) JR 5.3:% 5
[Tic FRICHR LR e i cent ) arpany nar e | 1 04%% 1
+RzE 08D {iis otet 18 compony por o th) NRSERIE . 15, 12% 13

HMumberafrespondents 84
Humbar af respandants who skippad this quastion 23

Pﬁmﬁe tafal cost fo company lovef of pour medivn fovel {skidled and technically or Re:;jnodin:: RE;':;?_‘:E%;
academicaly qualified — suparvisar, junior manager) employees
£ 10 003 (ktal coet 1 coTpany par manin 46674 35
regnih 16.03%% 1
12.00%: g
5040% [
ZE7% 2
1.3 1
RUED WD 19 A3 95T (it cas ZETE 2
L 603 {ratal oost o ompany per monty) SRR WETY H

tumber of respondents o
trember of nespondents wha sidpped Mhiz quesiion 37
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Annexure C: Fact Sheet

ity of Cagse Tewn Econarle Value of Tourlsm Soded
EaatSheet

Foreign Direct Spand {exchuding capital e« penditure)
Tedal Foragn Direct Spand in South Africa (R b

Shiare ¢ Foosgn Oirect Sgend i Ihe Wiestern Cape
Total Forcegn Direct Swend in Lhe Weslenn Sape (R bn)
Share of Forgign [hrec! Spend @ Capr Town

Total Forespn Dhract Spend in Cape Town (R en)

Total Domestic Spand

Total spend by damesiic bowests in South Afrca (A bn)
Srare af folal domestiz spand in tha Wesiarn Capa

Total spend by dumi sshe; towgls in Ihe Wester Cape (R ba)
Snare of domestic spend in Sape Toawn

Todal spand by doanesiic lounsts i Cape Yown (R Bn)

Value ol Tourssm: b HMational Cata
Tota! Forpign Direct Spend in Gpe Town 1R Ea)
Tota spend by domestic 1ourists in Cape Tusn [R ba)

Eeanomic Yelue ol Tourism in Capa Town (R bn)

Yalyg of Toyurism; Tousism

Econcne Walue of Tour s in the Cage Tawn (R br)
Emplayment

Low Lewel {\firsh fied of semi-skilled)

Mealiun: Lewvel (Skilled and guet fied —aup

Susviy (201213

o "

Higts L] Expisignees, polessionaliy cuallfied, mid 10 seror manegers)
Total

N Y

. |F manager)
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Source 2008 2010 2 iz
Bouth Afiican Taunsm a7.0 763 Al e
S8, Tourism o B ZR.4% 2B 20.5%
Sputh Afrizan Tourism 6.6 Fa 8.2 161
ient Thomeon Estimage_ 09% G7% T %
Caleutalion nE s 128 127
Souln Alficas Tounam s 21 23 238
Grant Thomian Esfimae 16% 15E% 10 1E4%
Sautn African TeurisT 2% il B 20
Srant Thorrean Estimaie MW A 43 S8
i T 15 1% EE)
2000 w0id 2011 e
CFoulaton 13 1435 159 127
Caculaton " 1.5 13 19
Caltulstion 124 160 =T 45
Cakculabr, 18
Permanent  Temporiry
Caleailatian 13112 12 25
Gakulatize Edad 133
Calzulation _ TG4 573
Calculation M
i, R Rnly
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