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Foreword by the Minister

South Africa’s quarterly economic performance in 2020 showed a strong correlation with the
quarterly performance of the tourism sector. This relationship underscores the tourism sector's
impact on the wider economy. The devastation of the tourism sector by the Covid-19 pandemic has
been reflected on the poor performance of the wider South African economy for the year 2020.

Globally, during the height of the pandemic, last year, World Travel & Tourism Council (WTTC)
estimated that 174 million Travel & Tourism jobs were at risk. However, as countries are getting
better at managing the pandemic, the WTTC'’s latest analysis, shows an optimistic scenario that
predicts the revival of as many as 111 million jobs which would still be 17% below 2019 figures,
accounting for 54 million fewer jobs. This shows that there is optimism around the world that the
tourism sector will recover very fast.

Locally, 92% of tourism businesses surveyed, in October 2020, through collaboration between IFC,
Department of Tourism and TBCSA reported a more than 50% decline in revenues compared to
October 2019, and 36% of businesses indicated a total loss of revenue. With regard to forward
bookings, 78% of business reported forward bookings held in October 2020 are at least 50% less
than bookings held in October 2019, and 23% had no booking. On occupancy/customer use, 88%
of businesses surveyed indicated that occupancy in October 2020 was down more than 50%
compared to October 2019, and 38% indicated no occupancy.

This level of devastation necessitated a process of the collaboration of the Travel & Tourism public
and private sector in developing a path to recovery. Accordingly, the broader South African tourism
sector worked together to develop the Tourism Sector Recovery Plan (TSRP). It is aligned to the
country’s Economic Reconstruction and recovery (ERRP), in particular the ERRP’s priorities of mass
employment creation; infrastructure investment; green economy interventions; gender equality and
the inclusion of women and youth; as well as skills development.

The TSRP seeks not only to return the tourism sector's performance to levels it reached before the
outbreak of COVID-19, but also to place it on a long-term sustainable growth trajectory leveraging
on South Africa’s vast and diverse tourism potential. It is anchored on three interlinked pillars or
strategic themes: protect and rejuvenate supply, re-igniting demand and strengthening enabling
capability for long-term sustainability. It outlines specific interventions under each strategic theme,
with timeframes and lines of accountability. These interventions will be implemented simultaneously
taking into account the effects of the stop and start cycles that the sector will be expected to deal
with at least in the short to medium term as the virus evolves bringing with it possible new waves
and strains.

Simultaneous implementation of the interventions in the TSRP means that efforts to rejuvenate and
protect the supply side will be undertaken jointly with efforts to ignite demand; locally, regionally and
across the globe. Furthermore, interventions undertaken in the current period will also be
deliberately targeted towards ensuring the long-term sustainability of the sector.

This Annual Performance Plan (APP) outlines amongst other things, how the interventions outlined
in the TRSP are going to be implemented in the financial year 2021/22. The department will
implement the publication of the Norms and Standards for the safe operations in the sector across
the value chain to enable safe travel and rebuild traveller confidence. In addition, the department
will encourage the adoption and monitor of the implementation of the Norms and Standards by
businesses across the value chain.

The re-ignition of demand has to be met with sufficient supply. In this regard a correct product-pricing
mix are a key to addressing both international and domestic demand. This includes the costs and
availability of the transport enabler that allows tourists to get to and move within destinations. While
South Africa has no shortage of tourism products, both public and private sector owners will have to
consider how these products are packaged and priced for the domestic and regional consumer. In
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this connection the department established a pilot on the budget resort concept and brand is an
initiative to meet the anticipated changes in domestic and regional demand. This initiative is the
incorporation of prioritised initiatives from tourism masterplans into DDM Plans for various districts.
The key risks related to this initiative pertain to the lack of stakeholder buy-in, resourcing and
institutional arrangements.

The department will intensify its efforts on resource and investment mobilisation efforts to support
supply requirements of the COVID-19 era will continue. This support will be provided through
investment promotion efforts for both existing (Brownfield) and new (Greenfield) projects. Project
packaging is a key enabler for successful investment promotion efforts. The key risk at present is
that there is high global demand for investors and this may hamper resource and investment
mobilization efforts.

These efforts will be bolstered by the implementation of the Tourism Equity Fund. The Tourism
Equity Fund (TEF) is an equity acquisition fund that will be managed by sefa on behalf of the
Department of Tourism. The Department of Tourism intends to pilot the TEF in partnership with sefa
for an initial pilot phase period of 3 years with a view to promote the participation of Black enterprises
within the tourism industry. TEF will be capitalized by the Department of Tourism to the value of
R540 million over 3 years. This funding will be utilised as a capital injection by means of a grant
contribution towards funding acquisitions and development and expansion projects by black tourism
industrialists up to a maximum of R20 million per enterprise. This capital injection will be used to
leverage at least 50% additional funding per transaction. The Fund will focus on the majority black
owned (51%) and black management-controlled tourism enterprises.

A critical part of the recovery effort is to ensure that, while travel volumes have almost ground to a
halt, the supply side of the sector is protected and rejuvenated. Tourism infrastructure development
and maintenance works of products and attractions will create job and SMME opportunities, in
compliance with the PFMA. There is substantial scope for labour intensive work through construction
work and maintenance contracts to promote SMME development, Broad-Based Black Economic
Empowerment (B-BBEE), involvement of women and youth, and local employment coupled with
appropriate enterprise development. The programme measures the quality of product offerings, to
enhance the visitor experience that will be implemented in the medium-term in order to improve
destination competitiveness.

A key intervention to protect tourism supply is the implementation of a Tourism Infrastructure
Maintenance Programme of state-owned assets. The planned initiative involves destination
enhancement of South African tourism assets and infrastructure making South Africa a diverse and
unique tourism destination. The focus is on diversifying and enhancing tourism product offerings,
with specific reference to improving and upgrading experiences at key tourism sites such as at World
Heritage Sites, National Heritage Sites, National Parks, Botanical Gardens, Indi-Atlantic Route,
Rural/Township precincts. -

Work is underway on the review of the tourism policy that will culminate in the development of a new
policy framework that deliver efficient, effective and purpose-led support for sector growth and
development. The review of the White Paper and other pieces of legislation will ensure that recent
developments are taken into consideration.

| take this opportunity to appreciate the support | continue to receive from Deputy Minister Mahlalela.
To the Director-General Mr Victor Tharage together with the Management and entire staff thank you
for your continued hard work and dedication in ensuring that we serve the Republic with its people
to our best ability;10 all-our stakeholders thank you for your partnership.

-'/
e

Ms Mmamoloko Kubay-Ngubane, MP
Minister of Tourism
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Message by the Deputy Minister of Tourism

The year 2021/22 is to usher hope after we had been confronted with an unprecedented public
health crisis that had and still has far-reaching social and economic consequences for the countries
of the world. The hope is brought about by the glimpse of light that shone in the middle of quarter
four of the 2020/21 FY, when our country was placed in COVID-19 alert level 1.

The pandemic has brought into sharper focus the fault lines of inequality, income deprivation, asset
poverty, and lack of skills and economic opportunities amongst the majority of our people who
happen to be the blacks in general and Africans in particular, of which women and the youth are the
most affected. Though the pandemic continues unabated, it is important for us to remain committed
to recovery of the industry and to preserve the tourism value chain through our targeted response,
relief and recovery efforts, in line with government’s Reconstruction and Recovery Plan.

As we begin the arduous task of recovery, we must ensure that this is also characterized by
reconstruction that addresses the fundamental inequalities and exclusions that continue to
characterize the tourism industry. Our concern about the impact the virus will have on our societies,
our economies and our public health system, cannot deter us from smart planning to achieve the
mandate given to our government by the communities.

As the sector begins to recover in the wake of COVID-19, government will undertake major actions
to position the South African brand, and reignite the international demand in the face of challenges
emanating from the scientific discovery of the 501Y.V2 COVID19 variant. Work will be done to drive
the message that South Africa is a brand that provides a safe tourist experience, and is ready to
deliver on expected quality for international and domestic tourists, through implementation of the
norms and standards for safe tourism operations.

The COVID-19 pandemic has taught us to devise new ways of doing things since the prior methods
could no more yield the results we are envisaging. Domestic tourism, as a driver for economic
recovery will be elevated. More emphasis will be on developing our South African product that will
attract both tourists and investors from within and abroad. The promotion of domestic tourism is the
first step in reigniting the tourism economy. In particular, domestic tourism can act as an indicator of
the health and security in fravel destinations in preparation for the arrival of international visitors.

While strides to create a conducive environment for tourism business are recognised, challenges
and threats could not be wished away. The challenge however is that the stop/start cycles the
industry may be dealing with for some time, now and in the near future, are negatively influencing
on domestic travel.

The hope of the world and the country lies in the government massive roll out vaccination programme
meant to save lives of our people and to dramatically reduce infections across the population. The
early and rapid deployment of the vaccine, including to frontline tourism workers, as proposed in the
COVID-19 vaccine rollout Plan, will be a game-changer in ensuring that travelers feel safe to travel
again.

South Africa has grown to be a notable global competitor as a meetings and mega-events
destination. The events industry hosts about one million delegates annually and 11.4% of foreign
tourism expenditure was attributed to this industry in 2019.

The country remains an ideal destination for such a range of events because of pleasant climatic
conditions, cities and towns are unique and full of character, and the infrastructure is equipped to
handle the influx of visitors that love supporting the festivities. We shall pursue opportunities to
harness the potential for growth afforded by the hosting of events as part of the tourism recovery
and the overall development and transformation of the sector. The reopening of the tourism economy
using the hosting of significant events, therefore presents a unique opportunity to rethink or
reposition the destination, and rejuvenate our position as an events destination.
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As government mobilises all of the resources at its disposal ta support economic recovery, we cannot
lose sight of the need to support the resilience of our supply side and proceeding with our effo(rs
to strengthen the local government infrastructure and accelerate service delivery through the District
Development Model (DDM). Responsible tourism is that which includes community-based tourism.

The sector will continue with the tourism skills development programme. This will be done by
identifying leamers from all the nine provinces. The plan is to enable geographic spread of
employment and economic opportunities. Accordingly, it can be expected that the major
beneficiaries of the reduced impact of the COVID-19 crisis on employment, because of the
implementation of the Tourism Secter Recovery Plan, will be women, including rural women, young
people and those living with disabiltties.

In particular, we are focusing on upskilling small tourism enterprises that create jobs, offer authentic
experiencgs and empowar communities. Furthermore, people with disabilities shall also benefit in
this regard with targeted initiatives such as the establishment of the Tourism Equity Fund (TEF).
Transformation is not only a fundamental obligation enshrined in the country’s Constitution. [t is also
imperative of our tourism industry fo benefit from the creativity, talent, energy and skills of all South
Africans.

We have successfully implemented some of our trailblazing skills programme like the Food Safety
Quality Assurer Programme, Professional Cookery, Wine Service (Sommelier) Hospitality; Food and
Beverage, inciusive of standard module en norms and standards for safe tourism pperations.

While there remains some uncertainty around the timeframes and the extent, to which traditional
tourism trade platfarms will reopen in the near future, the Department is looking at ways and means
to re-introduce the revised Market Access Support Programme during the 2021/22 financial year.

To rebuild and strengthen trade relations with international buyers will be a critical element in the
coming months, and supporting small tourism enterprises to participate in international trage
platforms, will remain an important lever to support the recovery of the sector and stimulate inclusive
growth,

The tourism sector will never be the same again, but we remain responsible for what will re-emerge
of it. It Is only through working together that we will achieve our goals and re-ignite our economy,
not to what it was before COVID-19 visited our shore, but beyeond, so that it can respond to all the
challenges brought about by the pandemic. Qur targets for 2021/2Z are our contract with which we,
as a Department, are inviting afl the stakeholders to work together with us in ensuring that we
collectively create a transformed, inclusive tourism economy. We have to decisively change the face
of our tourism industry, and not by simply returning it to where it was before the pandamic. This
means that, our task is not oniy to build back better, but to build forward differently.

Our Minister has done welt in leading efforts towards doing all that is necessary for the tourism sector
re-opening and recovery. Through her exemplary leadership, we all have taken note of the
importance of keeping safe, and doing tourism in a safe way that assures all that we are ready for
business.

A word of appreciation must also be conveyed to the Director-General, his management team, as
well as‘to all Team Tourism, for all work done in planning the work of tourism for recovery after the
devastating effects of COVID-19 pandemic.

‘7 r’: IIrI » ' |" .
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Peputy Minister of Tourism
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Statement by Accounting Officer

Prior to the outbreak of the COVID-19 pandemic, the South African tourism sector’s contribution to
economic output and employment had been fiat on pre-2008 financial crisis levels. In addition, the
global tourism growth had outstripped local growth performance over the past decade. The COVID-
19 pandemic has compounded these challenges. The Department’s seeks to contribute towards
placing the country’s tourism sector on a growth trajectory that fully realises the country’s vast and
diverse tourism potential.

Forecasting the impact of the pandemic on the tourism economy is riddled with uncertainties and
has often been overtaken by changes and adjustments to containment measures. Accordingly, the
full consequences of the pandemic on the tourism sector is not yet clear. This makes policy
responses subject to fluidity and constant changes, and calls for models for adaptations.

While forecasting the full extent of the impact the pandemic on tourism remains a challenge, what is
clear is that a return to business as usual is not possible, at least for the near future. The tourism
sector will have to operate in the context of a new normal. Part of the new normal is that the tourism
economy will have to exist alongside the virus, at least in the short to medium term. This is reinforced
by the continued possibility of the emergence of different variants of the virus coupled with the
occurrence of more new waves almost imposing seasonality of their own.

Developments around the worldwide deployment of the COVID-19 vaccines are likely to lift the
tourism consumer and business confidence. However, the deployment of the vaccines is likely to be
uneven. It will also take time to achieve herd or population immunity in many parts of the world. The
International Monetary Fund (IMF) expects that with growing vaccine availability, testing, and tracing,
local transmission of the virus is expected to be brought to low levels everywhere only by the end of
2022.

In addition to the tourism sector having to exist alongside the virus, the sector faces potential threats
of numerous stop/start cycles as restrictions are changed and adjusted in line with the evolution of
the virus. These stop/start cycles will affect traveler confidence and place jobs and the survival of
tourism firms at risk. They will further make the recovery highly uncertain. Flexibility as well as the
adaptability of firms to the new normal across the value chain will be critical in responding to the
stop/start cycles.

The country brand is under pressure due the association of the emergence of new variant of the
COVID-19 with South Africa. In response, some countries have issued travel advisories and even
travel bans to and from South Africa. This will hamper efforts to drive tourism sector recovery. More
clarity about the virus and its variants, through public awareness from the scientific community, will
be required. Preparations for future of global travel may include significant changes in the
requirements for cross boarder movements. Important decisions are still to be made in this regard,
including but not limited to the role of vaccines in travel, role of tests for COVID-19 where individuals
have been vaccinated, and whether there will be future global mapping of areas where population
immunity has been reached.

In order to intervene in the challenges in the medium-term, the Department has developed the
Tourism Sector Recovery Plan (TSRP). This plan includes several interventions to protect and
rejuvenate supply, re-ignite demand and strengthen enabling capability for long-term sustainability.
The Department’s 2021/22 APP contains projects geared towards giving practical expression to the
TSRP.

A critical part of the recovery effort is to ensure that, while travel volumes had almost come to a halt,
the supply side of the sector is protected and rejuvenated. For the Department, this involves
protecting core tourism infrastructure and assets to prevent them from deteriorating and thus
weakening the supply side of the sector. A weakened supply side will make recovery more difficult
and protracted.
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To protect tourism supply, Tourism Infrastructure Maintenance Programme of state-owned assets
will be implemented. The emphasis will be on critical actions needed to preserve tourism supply.
These will include the enhancement of tourism assets and core infrastructure of in the State’s domain
to prepare the sector for recovery. This presents a unique opportunity to upscale the refurbishment
and maintenance of existing tourism infrastructure of state-owned assets such as precincts,
protected areas, national and provincial parks, botanical and zoological gardens, heritage sites,
amongst other state-owned attractions. Enhancement work of our destination is critical to improve
the quality of product offering, through upgrades, refurbishment and maintenance, of state —owned
assets.

Tourism infrastructure development and maintenance works of products and attractions will create
jobs and SMME opportunities. There is substantial scope for labour intensive work through
construction work and maintenance contracts to promote SMME development, B-BBEE,
involvement of women and youth, and local employment coupled with appropriate enterprise
development.

At the beginning of the pandemic, several support mechanisms were put in place both at national
and provincial level. These were in order to support tourism firms in distress. Our Department
introduced a R200 million Tourism Relief Fund to support 4 000 businesses, and a R30 million
Tourist Guides Relief Fund to support freelance or self-employed tourist guides. While some of these
measures are still running in some provinces albeit at a low scale, they are not nearly enough. For
that reason, where required, support will be provided to tourism firms in distress in their effort to
access part of the R200 billion government backed loan guarantee scheme. This will inform the non-
financial support programme for tourism firms to be implemented in terms of the TSRP. A non-
financial support programme that provides businesses with access to compliance training resources,
visitor experience optimization tools, proposition and marketing support and recovery planning
advisory will also be implemented.

The TSRP recommends the implementation of the Tourism Equity Fund (TEF) as part of
strengthening the sector's supply side. This should be done in a manner that addresses the
reconstruction of the sector, as well as advancement of transformation through enabling expanded
participation of black people, women, youth and people with disabilities in the sector. This initiative
brings together government, Development Finance Institutions (DFls) and Commercial Banks to pull
resources together for ease of access to capital and operational funding. Its success will see a
relative degree of inclusivity in the sector, which will emerge after full recovery. The TEF will be
implemented, as part of ensuring that the sector that emerges after recovery is moving towards
inclusivity in its form. The TEF will assist to fast-track transformation within the sector, through
expanded support for SMMEs; deepening the spatial tourism sub-sector product offerings in villages,
townships and small towns; as well as facilitating the participation of women, youth and people with
disabilities.

The TSRP is aligned to the country’s Economic Reconstruction and Recovery Plan (ERRP), in
particular, the ERRP’s priorities of mass employment creation; infrastructure investment; green
economy interventions; gender equality and the inclusion of women and youth; as well as skills
development. The ERRP recognises that tourism, cultural and creative industries were among the
hardest hit by COVID-19. Therefore, efforts are aimed at ensuring that these sectors’ recovery and
growth are central to the overall reconstruction and recovery effort. This is because the tourism
sector is a growth multiplier for many other industries. The TSRP identifies enablers and risks to
tourism revival. Key among these is the pace at which the COVID-19 vaccines are deployed. This
is a major element in driving business and consumer confidence in the sector. The TSRP identifies
vaccine deployment; South Africa’s brand positioning and the easing and removal of travel
restrictions, especially from inbound source markets as key enablers.

Note is taken however, that a return to pre-pandemic levels is unlikely before 2023 or later. Travel
restrictions remain as a barrier weighing on the recovery of international tourism. Domestic travel,
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however, offers a glimmer of hope, provided safety concerns are adequately addressed, coupled
with aggressive marketing and promotional campaigns.

| would like to express my appreciation to the leadership shown by the Minister and the Deputy
Minister of Tourism in the development of the Department’s APP for 2021. Their role and exemplary
leadership in criss-crossing our country to spread the message of hope for our sector recovery has
not gone unnoticed.

Our interaction with our Parliamentary Portfolio and Select Committees is not only a source of
encouragement for us to continue to improve our work. It is important in assisting us never to forget
the realities we are face with and to be responsive in our planning.

It is through our engagement with our stakeholders in the tourism sector that we can address the
challenges, and broaden the base for increased participation by those for whom plans are designed.
This, we hope, will go a long way towards assisting all efforts aimed at addressing the challenges of
poverty, inequality and unemployment.

The amount of time, effort and commitment shown by Team Tourism, in always exploring ways to
do more with less, and craft plans that reflect just that, indicates how alive we are to the socio-
economic realities within which tourism must be done. | express my gratitude to all the colleagues
in the Department in their respective roles who continue to be commitment to the service of our
country South Africa. We will continue to ensure that there is greater stewardship and accountability
in the use of the public resources as we execute this plan effectively, economically and with
efficiency.

(4
Nkhumeleni Victor Tharage

Director-General
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PART A: OUR MANDATE

1. Updates to the relevant legislative and policy mandates

1.1 Legislative mandate
Tourism Act, 2014 (Act No.3 of 2014) aims to promote the practise of responsible tourism for
the benefit of the Republic and for the enjoyment of all its residents and foreign visitors; provide
for the effective domestic and international marketing of South Africa as a tourist destination;
promote quality tourism products and services; promote growth in and development of the
tourism sector, and enhance cooperation and coordination between all spheres of government
in developing and managing tourism.

1.2 Policy mandate

The White Paper on the Development and Promotion of Tourism in South Africa, 1996,
provides a framework and guidelines for tourism development and promotion in South.

The National Development Plan (NDP) is the 2030 vision for the country. It envisions rising
employment, productivity and incomes as a way to ensure a long-term solution to achieve a
reduction in inequality, an improvement in living standards and ensuring a dignified existence
for all South Africans. The NDP recognises tourism as one of the main drivers of employment
and economic growth.

The Re-imagined Industrial Strategy identifies tourism as one of the seven national priority
sectors.

The National Tourism Sector Strategy (NTSS) guides the strategic development and growth
on the tourism sector in pursuit of NDP targets.

Tourism Sector Recovery Plan sets out interventions to ignite the recovery of the tourism
sector, and to place it on path to long-term sustainability whilst contributing to the
implementation of the Economic Reconstruction and Recovery Plan (ERRP).

2. Updates to Institutional Policies and Strategies

The following policies and strategies are due for review within this medium term:

w

National Tourism Sector Strategy, 2016.

White Paper on the Development and Promotion of Tourism in South Africa, 1996.
Tourism Act, 2014.

National Grading System.

. Updates to Relevant Court Rulings

Not applicable.
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PART B: OUR STRATEGIC FOCUS
4. Updated Situation Analysis

4.1 External Environment Analysis
4.1.1 Impact of COVID-19 Pandemic on the Global Economy

The tourism-operating environment has fundamentally changed because of severe disruptions by
the pandemic. International demand was also disrupted, and is likely to be impacted by new and
evolving traveller behaviour trends. Domestic demand is under strain due to the impact of the
pandemic on disposable incomes. Uncertainty remains a core feature of the changing environment.

The COVID-19 pandemic has plunged the world economy into its most serious challenge in the post-
war era. Global output, employment, trade and investment have been impacted negatively. The
International Monetary Fund (IMF) expects global recovery from the 2020 and strengthen gradually
in 2021. The recovery is likely to be characterised by continued social distancing until health risks
are addressed, and the need to tighten mitigation measures, depending on the spread of the virus,
access to medical interventions aimed at containing the COVID-19 pandemic'. This indicates the
significance of the vaccine deployment in the global recovery. China is expected to lead the global
recovery, followed by Emerging and Developing Economies and the Advanced.

The COVID-19 pandemic has plunged the tourism sector into an unprecedented crisis, globally.
Tourism was one of the first economic activities to be deeply impacted by the pandemic, as well as
measures to contain its spread. The sector is facing profound and simultaneous demand and supply
shocks. Historically, the tourism sector has been resilient, and quick to lift itself out of tough economic
times, including global financial meltdowns and health pandemic. However, the sheer scale and
depth of the disruptions to the sector caused by the COVID-19 pandemic crisis suggest that the road
to recovery will be long and highly uncertain. The World Tourism Organisation (UNWTO) Panel of
Experts Survey expects the sector to return to pre-crisis levels only in 2023. Until then, the sector
will be in survival mode. There is a potential for more job losses and permanent closures of more
firms within the sector?.

4.1.2 Key trends in Global Travel

The COVID-19 pandemic, its related health and safety concerns, as well as restrictions to curb the
spread of the pandemic, is forcing a profound change in traveler preferences and choices of
destinations to visit. A post lockdown yearning for open spaces along with the desire to avoid
crowded spaces has shifted remote, empty destinations to the top of many travelers’ wish lists.

There is also a noticeable uptick in interest from older people ~ who are likely to be among the first
to be vaccinated — to visit their favorite cities without the “madding crowd.” Global tour operators
are also reporting a growing number of inquiries for full on once in a lifetime adventures. This is
partly because of pent-up demand and partly because of a sense of “needing to take life by the
horns before it is too late.” Island destinations are also becoming popular as travelers feel the need
to return to the seclusion of an island. Island destinations give the traveler a sense of being in a
controlled COVID19 safe environment.

There appears to be a return by travelers to the idea of “slow travel’, i.e. taking fewer but longer
holidays. Travelers also prefer “staycations”, i.e. traveling to tourism attraction without overnight

TIMF. 2020. World Economic Outlook - A Long and Difficult Ascent. p.8

Web: hitps://www.imf.org/en/Publications/WEO/Issues/2020/09/30/world-economic-outlook-october-2020

2ZUNWTO. 2020. 2020 - Worst Year in Tourism History with 1 Billion Fewer International Arrivals.

Web:https://www.unwto.org/news/2020-worst-year-in-tourism-history-with-1-billion-fewer-international-
arrivals
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stay, or traveling to tourism destination that are nearby. Road travel as opposed to air travel appears
to be the preferred mode of holiday travelers. According to International Air Transport Association
(IATA) recovery in air passenger volumes stalled towards the end of 20203

The explosion in remote work is supporting another emerging trend where remote workers can work
literally from anywhere including from a beach side villa, a safari camp, village lodge or a hotel room.
Remote workers, therefore, are potential holiday travelers and can stay longer at destinations. Some
destinations are already incentivising remote workers to stay in tourism destinations longer including
having better connectivity and access to office equipment or business center.

Another emerging trend is that travelers are increasingly concerned about their own safety,
environmental safety and the effects of tourism on the destinations being visited. This has trust
issues of safety, tourism sustainability onto the top of the list of considerations for travelers.

While demand for international travel remains subdued, domestic tourism continues to grow in
several large markets such as China and Russia, where domestic air travel demand has mostly
returned to pre-COVID levels. According to the IATA (2020), domestic travel in China was mostly
back to normal in October 2020, Japan and Brazil posted robust improvements, and Russia
remained more resilient than most markets®. To support domestic travel, countries are offering
financial incentives to firms as part of strengthening the supply side and preventing its collapse.
Governments are also collaborating with the industry on marketing and promotion campaigns, the
offering of vouchers and discounts. Online platforms are increasingly being used to for marketing
and promotion purposes.

One of the recent trends emerging within the tourism sector is that of a growing concern by travelers
about their own safety, the environment and the effects of tourism on the destinations being visited.
This suggests that environmental sustainability is one of the major consideration for travelers before
making the decision to travel. The COVID-19 crisis provides an opportunity to focus on the
environmental sustainability of the tourism sector, to promote structural transformation, and ensure
greater use of technology; all of which are necessary ingredients towards a more sustainable,
inclusive and resilient tourism sector.

4.1.3 Significance of Tourism

Tourism, with its extensive value chain and labor absorption capacity, remains an important
contributor to the South African economy. It is a significant earner of foreign exchange and provides
employment to people of varying skills levels. It promotes geographic spread of benefits such as
employment and economic opportunities. It has the ability to expand economic activity to rural areas.

With more than 54% of the tourism workforce being women?®, including rural women, tourism can
play a critical role in promoting financial and economic inclusion of women. In addition, through its
significant forward and backward linkages with other economic sectors, tourism has a major impact
on the wider economy. As a truly aspirational destination, combining powerful social justice history,
breath-taking natural beauty, and warm, welcoming and diverse people, South Africa’s tourism
potential is immeasurable.

*1ATA. 2020. Air Passenger Market Analysis: Passenger volumes did not improve in December p.3
Web: https://www.iata.org/en/iata-repository/publications/economic-reports/air-passenger-monthly-
analysis---december-2020/
*IATA. 2020. Air Passenger Market Analysis: Passenger volumes did not improve in December p.3
Web: https://www.iata.org/en/iata-repository/publications/economic-reports/air-passenger-monthly-
analysis---december-2020/

5 https://www.e-unwto.ora/doi/epdf/10.18111/9789284420384
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4.1.4 Economic Contribution of the Tourism Sector

Tourism plays an important role in the broader South African economy. As a tertiary sector with
strong linkages to transportation, consumer retail and financial services and other network
industries, tourism’s indirect economic contribution is substantial. 2019 data from both the World
Travel and Tourism Council (WTTC)g, indicate that the tourism sector total tourism and travel
contribution to GDP as ZAR354.9BN (USD24.6BN), which is 7.0% of the total economy. Travel and
tourism contribution is employment is recorded as 1,483.2 JOBS (000's), which is 9.1% of the total
employment. International visitor impact is recorded as ZAR129.9BN in visitor spend (8.6% of total
exports).

Tourism supports a vibrant and complex value chain. It is a sector not characterised by significant
market concentration or deep vertical integration like many other sectors in South Africa. Tourism
activity occurs across five sub-sectors namely: Travel distribution and intermediaries, transport and
related services, accommodation, entertainment and related services, and support and indirect
services. Within each sub-sector, there are a number of industries that support a diverse range of
visitor services and experiences.

4.1.5 Impact of COVID-19 Pandemic on South African Economy

South Africa faces persistent challenges of inequality, unemployment and poverty. These challenges
have overtime been worsened by sustained low levels of investment and growth. The outbreak of
the COVID-19 pandemic in March 2020, found a vulnerable South African economy. In fact, at the
time pandemic reached South Africa, the country’s economy had experienced two consecutive
quarters of negative growth. As a result, the COVID-19 pandemic deepened the economic crisis.
Many people lost their jobs and income as a result, for extended periods, leading to hunger.
Inequality is expected to widen and poverty to deepen. The stagnation of the economy for a long
period, coupled with the COVID-19 crisis has also led to low levels of capacity utilization in the
various sectors of the South African economy. This trend is projected to continue; painting a dire
picture for gross fixed capital formation. A significant reduction in the gross fixed capital formation
variable is a troubling development; given that this variable is critical in sustaining and growing the
productive base of the economy’.

A positive economic growth was recorded in the third and fourth quarters of 2020. However, that
was not enough to offset the devastating impact of COVID-19, experienced in the second quarter of
2020 when lockdown restrictions were at their most stringent. Economic activity for the entire year
decreased by 7,0% in 2020 compared with 2019, signifying the biggest annual fall in economic
activity the country since at least 1946. The second biggest fall — contraction of the economy by
2,1%, was recorded in 1992 when the country was going through a two-year-long recession, as a
result of a global economic downturn®. '

South Africa’s first official case of COVID-19 was recorded on 5 March 2020. Since then a rising
infection count prompted government to implement a five-level Risk-Adjusted Strategy aimed at
saving lives and preserving livelihoods. This placed many firms and households in distress and jobs
were lost. These developments, collectively, contributed to an “unprecedented contraction™ in
output in the second quarter of 2020.

Although the economy re-bounded significantly in the third quarter of 2020, the real GDP however,
was only at a level similar to that in the first quarter of 2019'°, Although stronger than initially

SWTTC. 2020. South Africa 2020 Annual Research: Key Highlights.
7 https://www.qov.za/sites/default/files/gcis document/202010/south-african-economic-reconstruction-and-
recovery-plan.pdf, p.2
8 StatsSA. 2020. GDP: Quantifying South Africa’s economic performance in 2020. Web:
http://bit.ly/3v89XPF
9 SARB. 2020. Quarterly Bulletin — December 2020
0 SARB. 2020. Quarterly Bulletin — December 2020.
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expected, the recovery of the South African economy is expected to lag behind that of other
emerging and developing economies.

The projected impact of COVID-19 on South Africa’s output and unemployment is as follows: GDP
percentage drop to -6% from 4% in 2019, and the worst-case estimate of 50% for unemployment
from 32% in 2019 (from the baseline of 35% in 2020).

4.1.6 Impact of COVID-19 on the South African Tourism Industry

The Tourism’s value in supporting the policy imperative of job creation remains, however, even more
fundamental. Hence the South Africa’s Economic Survey 2019/2020 argues that Tourism should be
pursued aggressively by the country as a key part of overall COVID-19 recovery efforts. The Survey
Report states that the tourism sector needs support to survive the effects of the Corona Virus crisis.
Development of tourism and boosting transport infrastructure investments can contribute to
economic growth and job creation during the recovery in the medium-term. This requires, amongst
others, high level of government involvement in the economy, removing of barriers to domestic and
foreign entry, complex rules for licences and permits, etc'".

South Africa has not been spared from the near collapse in international tourist arrivals. Hotel
occupancies have declined significantly, leading to some small and large hoteliers being forced to
close down. Airlines had significantly curtailed operations and many tourism attractions are either
closed or operating far below capacity.

On the other hand, the weak state of the local economy and the job losses triggered by COVID-19
is impacting negatively on household disposable income, and thus limit the ability to, and affordability
to travel.

In October 2020, 92% of tourism businesses surveyed (collaboration between IFC, Department of
Tourism and TBCSA) reported a more than 50% decline in revenues compared to October 2019,
and 36% of businesses indicated a total loss of revenue. With regard to forward bookings, 78% of
business reported forward bookings held in October 2020 are at least 50% less than bookings held
in October 2019, and 23% has no booking. On occupancy/customer use, 88% of businesses
surveyed indicated that occupancy in October 2020 was down more than 50% compared to October
2019, and 38% indicated no occupancy'?.

With regard to costs, 58% of businesses were unable to service their debts; 61% were unable to
cover fixed costs, 58% have reduced wages for more than 50% of staff, with 40% of businesses
having reduced wages for all staff; 28% of businesses have furloughed more than 50% of staff, and
12% of businesses have furloughed all staff with 33% of businesses only having furloughed less
than 10% of staff; 18% of businesses had made more than 50% of staff redundant, 7% had made
all staff redundant, with 33% not making any redundancies. The survey also found that in 23% of
responding businesses were not operating in October 2020, but plan to reopen with 5% of
businesses indicating they are closed and will not reopen™.

4.1.7 Response: Tourism Sector Recovery Plan (TSRP)

Noting the tourism sector's impact on the wider economy, the TSRP was developed. It is aligned to
the country’s Economic Reconstruction and recovery (ERRP), in particular the ERRP’s priorities of
mass employment creation; infrastructure investment; green economy interventions; gender equality
and the inclusion of women and youth; as well as skills development.

1 OECD. 2020. Economic Surveys South Africa. July. p.15
Web:http://www.treasury.gov.za/comm media/press/2020/20200731%200ECD %20Economic%20Survey%
20SA%202020.pdf
12 Department of Tourism. 2020. Tourism Industry Survey of South Africa: COVID-19, p.5.
13 Department of Tourism. 2020. Tourism Industry Survey of South Africa: COVID-19, pp.7-11.
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The TSRP seeks not only to return the tourism sector’s performance to levels it reached before the
outbreak of COVID-19, but also to place it on a long-term sustainable growth trajectory that fully
realises South Africa’s vast and diverse tourism potential. It is anchored on three interlinked pillars
or strategic themes: protect and rejuvenate supply, re-igniting demand and strengthening enabling
capability for long-term sustainability. It outlines specific interventions under each strategic theme,
with timeframes and lines of accountability. These interventions will be implemented simultaneously
taking into account the effects of the stop and start cycles that the sector will be expected to deal
with at least in the short to medium term as the virus evolves bringing with it possible new waves
and strains.

Simultaneous implementation of the interventions in the TSRP means that efforts to rejuvenate and
protect the supply side will be undertaken jointly with efforts to ignite demand; locally, regionally and
across the globe. Furthermore, interventions undertaken in the current period will alsp be
deliberately targeted towards ensuring the long-term sustainability of the sector.

While international travel will remain subdued for some time, work will begin, in line with
recommendations in the ERRP, to build a bidding pipeline for the hosting of future conferences and
mega events.

Considerable work will be done to position the South African the brand, and reignite the international
demand in the face of challenges emanating from the scientific discovery of the 501Y.vV2 COVID19
variant. Work will be done to drive the message that South Africa is a brand that provides a safe
tourist experience, and is ready to deliver on expected quality for international and domestic tourists
through implementation of the norms and standards for safe tourism operations, and higher quality
certification of products through the grading system.

Guided by South Africa’s three-phased approach to the rollout of the vaccination programme, the
TSRP’s key assumption is that the country will reach herd or population immunity — vaccination of
67% of the population — by the end of 2021. However, there is a lingering risk that the country may
not be able to achieve its target of herd immunity by end of 2021. Linked to this is the assumption
that as South Africa reaches herd or population immunity, this will relieve the pressure on the tourism
brand and boost efforts to position South Africa as a safe tourism destination.

Another assumption is that domestic travel will pick up in the short to medium term; serving as a
leading indicator of South Africa’s readiness to safely receive inbound visitors. This may not be the
case considering the weak state of the economy and depleting household disposable income. The
stop and start cycles the sector will experience, also pose a risk to the recovery of the sector. The
reduced capacity of airlines and routes especially from major source markets could also pose a risk
for the tourism recovery effort.

4.2 Internal Environment

The Department acknowledges, in its Tourism Sector Recovery Plan, that the tourism operating
environment will, for some time, have to exist alongside the virus. This environment is potentially
facing numerous stop/start cycles as restrictions are adjusted in line with the evolution of the virus.
Flexibility as well as the adaptability are critical in responding to the stop/start cycles and
uncertainties. For the Department and its organisational environment, this requires of the
Department to recalibrates its operations to ensure that the entire organisation continues to function
in a manner that ensures both compliance and service delivery even under a different service
delivery environment.

Administratively, the functions that will often be affected will include: Human Resource Management
(e.g. conducting Disciplinary Hearings and job Interviews); Communications with stakeholders
(limiting public enquiries to email and call center, limiting internal communications to posters and
electronic communications, staff Butks messaging system for emergency messages as well as some
updates on operations (COVID cases, water disruptions, strikes etc.); Procurement of additional
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IT tools of trade, online platform licenses etc., Implementation of various business protocols to
ensure seamless operations continue (e.g. staff rotation roaster for physical reporting to the office).

The Department has continued to function and carry out its mandate in unusual circumstances that
arose from the COVID-19 pandemic in our country, the national lockdown and associated
restrictions. This requires resilience and agility, as well as continuing with of other unusual ways of
working, such as virtual working. To continue to mitigate against the impact of COVID-19 and allow
for business continuity, the Department continually revises its working arrangements in line with
changes in the lockdown alert levels. Developed protocols will be implemented in line with the
national lockdown regulations. Diverse platforms are used in order to strengthen communication and
ensure business continuity, within all units. These include email, zoom meetings, WhatsApp groups,
phone calls, etc.). Systems and mechanisms are in place to ensure employee safety.

The Department has in place structures for control, institutionalised mechanisms and the necessary
capacity to promote good governance and ethical conduct in doing its business. These include
internal control mechanisms, combined with assurance procedures, promoting good ethical conduct
necessary to combat and prevent fraud and corruption, implementing risk management, proper
delegation of authority, proper management of information, communication, technology and other
mechanisms required to entrench good governance.

The Department’s management fulfils its responsibilities of maintaining an adequate internal control
system to provide assurance that the organisational business and operations are conducted in an
orderly and efficient manner; that policies are adhered to, that assets are safeguarded against loss
and unauthorised use, and that transactions are executed according to management’s authorisation.

There does exist however, inherent limitations in internal controls and procedures. Errors and lapses
in control may appear that could result from staff carelessness, misunderstandings in respect of
instructions, collusion between individuals, management override, etc. Even when carried out with
due professional care, internal audit procedures do not guarantee that fraud will be detected.
Adequate internal control system should provide for detection of weaknesses in the system, in order
that fraud, falsifications or other irregularities which may exist, can be disclose.

The Department recognises that over and above compilation and implementation of an Action Plan
based on the audit report findings; adequate monitoring of the Action Plan is critical to ensure that
no internal control deficiencies occur that would lead to non-compliance.

There is a need for continuous development of the organisation’s capacity in order to deliver on the
strategy including digital skills, analytics capabilities, spatial planning skills as well as leadership and
management development. The Department will strengthen its enterprise-wide risk management
system to ensure compliance with, amongst others, remunerative work done outside of public
service and financial disclosure. The Department will also need to leverage on the its changed
organisational environment. This will require, amongst others, observation of the requirements of
the new normal in order to provide appropriate support. This means understanding of the impact of
a changed environment on the employee, and the employee response to a change environment.

The Department, like all other government departments, is also mandated to deliver on women'’s
emancipation and gender equality. This is in line with the Gender-responsive Planning, Budgeting,
Monitoring, Evaluation & Gender Auditing Framework adopted by government. Giving expression to
the Framework is meant to ensure that women’s empowerment is at the center of public policy,
planning, budgeting, and adequate resource allocation. The Department will be deliberate about
projects that target women, in terms of ensuring that a certain percentage of procurement goes to
women in business, and that people with disabilities and SMMEs are also prioritised.

Significant constraints to the fiscal framework and the policy position of Government to contain the
public service wage will always have implications for the Department’'s human resource capacity.
This requires of the Department to explore all possibilities for creating adequate capacity to
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implement its programmes and to introduce efficiency and effectiveness improvements, i.e. doing
more with less. It requires of the Department to improve its procurement capacity and planning
capabilities.
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