Department of Economic Development & Tourism

Provincial Government of The Western Cape

South Africa

Background to the Proposed Western Cape Tourism Development Framework

1.] Introduction to the WCTD Framework and the WCTD Partnership

The Western Cape Tourism Development Framework [WCTD Framework] is intended to be the translation of all the general and tourism industry-specific national and provincial mandates and all the recommendations which emerge from the Western Cape’s Micro-economic Development Strategy [MEDS] into a detailed Master Plan to grow and transform the Tourism Industry in the Western Cape over the next ten years for the benefit of all citizens.

It will set targets and define outcomes that need to be achieved over a ten-year timeframe.

It will be a living and dynamic document. Research will constantly add to the available evidence base. Analysis may adjust as circumstances change. Every five years there will be a major review.

2.] Background and context within which a WCTD Framework is developed

The WCTD Framework is located firmly within the research, analysis and understanding of an integrated Regional Industrial Development Strategy contained and articulated in the Western Cape Micro-economic Development Strategy.

In this light the following documents inform the Framework:

2.1] The Western Cape Micro-economic Development Strategy [MEDS]

The MEDS is high quality current evidence and analysis of the Western Cape economy. It also offers a Regional Industrial Development Strategy based on the evidence, analysis, cutting edge global thinking on regional industrial development strategy and an evaluation of what provincial governments can realistically achieve through intervention in the economy. It, therefore, provides the base upon which the Provincial Social Partners [Government, Civil Society, Labour, Business] and Education can shape their individual and collective policies, strategies and interventions.

2.1.1] The policy context of the MEDS

The policy environment within which the MEDS exists is that of iKapa eliHlumayo, the high-level Provincial Government strategy that drives the vision of shared or broad-based economic growth and development in the Western Cape.

At present, iKapa is built on five sub-strategies: the Provincial Spatial Development Framework, the Strategic Infrastructure Plan, the Human Capital Strategy, The Social Capital Formation Strategy and the MEDS. The linkages between the MEDS and the other iKapa strategies are elaborated upon in The MEDS Synthesis Report.

iKapa, in turn, is embedded within National Government’s stated socio-economic policy priorities set out in the MTSF [Medium-term Strategic Framework] and the NSDP [National Spatial Development Perspective].

At its mid-year 2005 Lekgotla, the National Cabinet placed accelerated economic growth at the top of its list of policy objectives. It requires that the manner in which we approach all other national priorities and functions be informed by its prioritization of accelerated, shared economic growth.

By 2007, iKapa will draw together the IDPs [integrated development plans] of all municipalities within the Province in a manner that informs and enhances economic development on the ground in municipalities.

2.1.2] The visions driving the MEDS

The National Growth and Development Strategy Vision is one of a South Africa, which is:

· The leading emerging market and destination of first choice for investors while retaining and expanding social equity and fair labour standards;

· A productive economy with high levels of service, a highly skilled workforce, and modern systems of work organisation and management;
· A society in which there are economic opportunities for all, poverty is eradicated, income inequalities are reduced and basic services are available to all;
· A society in which our people, our most precious resource, are given the opportunity and support to develop to their fullest potential; and
· A society that promotes the values of social equity, fairness, and human dignity in the global economy.

The iKapa eliHlumayo vision is one of a Western Cape which offers dignity, equity and prosperity to all those who make it their home.

In the light of the National GDS and iKapa visions, the MEDS sets out to achieve a

· shared,

· sustainable,

· growing,

· labour-absorbing,

· globally competitive

economy.

2.1.3] The objectives of the MEDS

Specifically, the MEDS sets out to:

· Grow the economy in a rapid and sustainable manner, for the benefit of all who make the Western Cape their home;

· Create employment, especially for the presently unemployed;

· Make ownership of the economy reflect the demography of the Province;

· Generally, increase levels of participation in the economy by all, especially the previously excluded and presently marginalized;

· Make citizens and their enterprises effective players in the global economy; and

· Create a fair, effective and conducive business environment for enterprises and consumers.

2.1.4] General indicators of the success of the MEDS

Success will be measured by the extent that it is able to contribute significantly to achieving the following:

· Average GDPR growth of above 6 percent per annum;

· A Gini Co-efficient of under 0.55;

· Per Capita GDPR in the top quartile for developing economies;

· Unemployment under 10 percent;

· High rates of participation in the economy by all measured against the equivalent figures for top quartile developing country regions;

· Ownership patterns that reflect the demography of the Province; and

· A universally held view of the Western Cape as a highly attractive destination for business and leisure.
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2.1.5] The desired outcomes of the MEDS

The tangible outcomes, which we need to achieve the vision, are:

· Thriving targeted existing economic sectors; 

· Thriving “new” economic sectors;

· New Large and Medium-sized Enterprises;

· New Small, Micro and Survivalist Enterprises;

· Thriving, globally competitive existing enterprises operating at full potential;

· Decent, Sustainable Jobs;

· Significantly fewer “hard-core” unemployed;

· High levels of Economic Empowerment [Management, Ownership, Control, Employment at all levels and in all sectors, Contracts to supply medium and large business with goods and services, Representivity in all stages of the value chain]; 

· Effective and appropriately spread local economic development; 

· An appropriately skilled and highly productive workforce;

· Widespread use of modern production and work organization systems, ICT and other appropriate technology;

· A supportive and conducive business environment;
· A regulated business environment;
· Being a world-class location for investing in, doing business in, exporting from and visiting;

· Being known as a world-class location for investing in, doing business in, exporting from and visiting

· Having maximised our relations with Africa in everything we do.

2.1.6] Sector-based and theme-based studies

The MEDS offers a range of sector studies and sector-support policies. The following twenty-five MEDS studies have been completed to date: 

· Primary sectors: (1) Agriculture; (2) Fishing and Aquaculture

· Secondary sectors: (1) Clothing and Textiles; (2) Metals and Engineering; (3) Electronics; (4) Biotechnology; (5) Film; (6) Craft; (7) Oil and Gas; (8) Cultural Industries, Arts, Culture and Creative Arts; (9) Chemicals; (10) Printing and Publishing; (11) Boatbuilding; (12) Food Processing; (13) Construction

· Tertiary sectors: (1) Tourism; (2) Call Centres/BPO; (3) Financial Services; (4) ICT; (5) Wholesale, Retail and Franchising

· Cross-cutting Activities: (1) Small Business Development (SMMEs); (2) Human Resource Development (HRD); (3) Energy; (4) Transport; (5) Informal Sector; [In addition, it includes a study on Design that was commissioned by the DED&T prior to the MEDS process.]

2.1.7] The MEDS Synthesis Report

The MEDS research is managed and quality controlled by an Oversight Committee [OC].

The OC comments on all individual research papers, draws general conclusions from the total research output, analyses our context, crystallizes the key issues in the global debate on regional industrial development strategies and then offers Provincial Government advice on how to select from the myriad of policy options offered by researchers in the form of a tentative WC Industrial Development Strategy.

The OC’s views are captured in synthesis reports, the latest of which was published in July 2006.  It covers the following topics:

The Western Cape Economy – Performance and Prospects: 

Structure; Sectoral Characteristics; Size of Enterprise; Socio-economic Factors; Economic Growth; Employment; Future Growth and Employment Factors; Further Growth and Employment Opportunities; Some Factors Constraining the WC’s Economic Performance; The WC in the Global Economy; International Dimensions Impacting on WC Industry

Knowledge in Regional Economic Development: The Role of the Province:

Regional Development in the Global Economy; The Many Faces of Regional Development; The WC in the Knowledge and Information Economy; Regional Intelligence for a Reflexive Province; The Way Forward

The Policy Environment for Sector Support: The MEDS and National and Provincial Strategies:

The National Policy Context; The Provincial Policy Context

Evaluation of the MEDS Research:

The Research Process; Agriculture; Fishing and Aquaculture; Clothing and Textiles; Metals and Engineering; Oil and Gas Services; Electronics; Biotechnology; Crafts; Cultural Industries; Film; Financial Services; Call Centres and Business Process Outsourcing; Information and Communication Technologies; Tourism; Energy; Transport; Small, Medium and Micro Enterprises; Human Resource Development; Boatbuilding; Food Processing; Chemicals; Construction; Informal Economy; printing and Publishing; Wholesale, Retail & Franchising; Design

Prioritisation and selection: Identifying Key Sectors and Activities:

Why Prioritise? Government Failure and the Misallocation of Resources; What is Entailed in Prioritisation?  How Do We Prioritise? What Should be Prioritised? Prioritisation of New Sectors; Determining Policy Choices

New Directions for the MEDS:

Institutional Design; Building Regional Knowledge Intensification and Innovation; Skills Development & Training; New Directions in the Informal Economy;

A Framework for Monitoring and Evaluation:

Monitoring vs. Evaluation; A Menu of Possible Activities; An example: Call Centres ad BPOs; Funding; High-level Indicators; Building Monitoring and Evaluation Capacity in the WC

Conclusion - The Way Forward

The OC has recommended the following as priority sectors:

· Call Centres and Business Process Outsourcing;

· Tourism;

· ICT;

· Oil and Gas Services;

· SMME Development;

· The Informal Sector.

It believes that these sectors all have very considerable potential for output and employment growth and for the entry of new businesses.

It argues that the Provincial Government can be effective in enhancing this potential and an initial suite of policies is proposed for each sector by the researchers engaged. 

The OC was mindful of the limited successes of government to date and of the limited capacities currently within government. This led it to propose that the number of priority sectors should be distinctly limited and that within each sector a limited number of policy initiatives be implemented.

The OC recommended strongly that policy attention should be focussed and not fragmented and that resource commitments should be of a scale where they can have a genuine impact.

Critical to success, it believes, will be the active engagement of business sector associations.

Proposals are made with regard to funding and the monitoring and evaluation of programmes and policies so as to mitigate the risks of wasteful expenditures.  Finally, recommendations are made with regard to the DED&T’s structure.

2.2] Extract from the MEDS Synthesis report on the International Dimensions Impacting on Western Cape Industry

The OC isolated a number of key dimensions impacting on the Western Cape economy. Of most relevance to this report is “The segmented nature of global tourism and the advantages the Western Cape has in facilitating the synergies between natural and cultural resources”.

The elaboration within the Synthesis Report 2006 is quoted in full below.

‘Globalisation and tourism

‘Globalisation has also produced a massive movement of people across national boundaries. Leaving aside work migrants, its most far-reaching expression is to be found in the rapid growth of global tourism. Between 1990 and 2001, global tourists doubled from 325m to 688m, and the value of earnings from tourism rose from US$256bn to US$426bn (Kaplinsky 2005).  International and domestic tourism combined is estimated to generate up to 10 per cent of the world’s GDP and international tourism is the world’s largest export earner. Globally international tourism outstripped exports of petroleum products, motor vehicles, telecommunications equipment, textiles or any other product or service.  Travel and tourism are also important job creators, employing an estimated 100-million people globally. Globally, employment in tourism is growing 1.5 times faster than any other industrial sector - mostly in SME sized, family-owned enterprises. (WTO, 2003)

‘Globalisation has focused attention on competitiveness, as destination countries fight for market share, whilst tourists have become more sophisticated in their destination choice and expectations of a more complex “tourist product.”  The structure and operation of the global industry consists of tour operators, travel agents and transport services selling integrated “packages” to tourists, containing complex linkages to various tourist activities.  The more diversified a destination’s portfolio of tourism products, services and experiences, the greater its ability to attract different tourist segments. This portfolio includes the natural resources, heritage and culture available, plus created resources such as infrastructure, and special events. In surveying the literature, Dwyer and Kim (2003:381) point out that, “the heritage and culture of a destination, its history, institutions, customs, architectural features, cuisine, traditions, artwork, music, handicrafts, dance etc., provides a basic and powerful attracting force for the prospective visitor.”  

‘Two recent tourism studies of Africa show this.  “Clearly tourists to Africa are not solely interested in sun, sea and beach holidays, but are traveling to experience Africa’s culture, wildlife and diversity.” (Naude and Saayman, 2004:18).   Whilst a recent KZN Tourism (2004) survey revealed that, apart from the usual visits to bars, restaurants and beaches, 81% of airborne tourists visited a shopping mall, 60% a craft market, 59% a game reserve, 54% a nature reserve/park, 36% an art gallery or cultural museum, and 33% a wine farm. 

‘The availability of Internet and IT tools play an increasingly important role, both for the visitor and tourist business.  Availability of Internet access in Africa plays an increasingly important role for international tourists’ destination choice (Naude and Saayman, 2004).   Furthermore, in respect of tourist enterprises, “the new IT tools enable smaller players, to compete on an equal footing with larger players thereby increasing their competitiveness.” (Dwyer and Kim, 2003:397).

‘Finally a major development governing destination competitiveness and sustainability is establishing broad community participation, effective coordination and support between all stakeholders. These tourism forums enable the many parts of the industry to work together, compete more effectively, design and implement public consultation so as to ensure that stakeholders are involved in making tourism-related decisions. (Dwyer and Kim, 2003)

‘It is for this reason our strategy proposals for the Western Cape emphasise the importance of leveraging this sector’s ability to create a holistic tourist ‘experience’.  The region has a unique ability in this respect, if it facilitates the synergies between the tourist market and the complementary craft, film, heritage, cultural and creative sectors in the province. The department of economic development and tourism can play a significant role in encouraging and facilitating this linkage.’
2.3] MEDS Tourism Research Papers

Three research papers focusing on the Tourism sector were produced as part of the MEDS. They are:

2.3.1] Paper 1: The existing Policy & Macro-economic Outlook for Tourism in the Western Cape

This paper “accessed, assimilated and synthesized recent policy documentation on the tourism industry at a national, provincial and local levels.” It also reviewed other relevant research and gave a macro-perspective of the tourism industry. The key documents examined include:

· The [National] White Paper: The development and promotion of tourism in South Africa

· [1996]The [Provincial] White Paper on Sustainable Tourism Development and Promotion in the Western Cape [2001]

· The Integrated Tourism Development Framework for the Western Cape [2002]

· Tourism Development Strategy for the City of Cape Town [2003]

· SA Tourism: Global Competitiveness Project [2004]

2.3.2] Paper 2: Interviews with Key Role Players and Interested Parties

The second paper reports on the outcomes of a series of interviews with key provincial public and private sector players on the strengths, weaknesses, threats and opportunities of the industry and their views of the critical issues relevant to the industry.

2.3.3] Paper 3: Proposed Interventions

The third paper recommended what interventions the Provincial Government of the Western Cape [PGWC] should be making to develop the industry. The MEDS summary of these is quoted in full below:

“There are two sets of interventions: key interventions and other interventions.

“Key interventions

“There are potentially four key interventions that Province could undertake. These are:

· Establish a Provincial Tourism Development Forum

· Develop a procedure for prioritising interventions identified through the ITDF

· Establish a statistical profile of the industry

· Establish a Provincial Support function for District Municipalities, towns and LTAs that lack capacity 

“It is proposed that these four interventions should be seen as integrated interventions rather than four independent interventions. The vision for the integration of these interventions is illustrated in the figure below. 

“There is a need for a Tourism Development Forum (TDF). This forum will bring together key institutional and private sector role players and work to enhance efficient and integrated development and policy formulation and decision making.

“The second of the interventions is the development of a procedure for evaluating all of the proposals that have been made in the Integrated Tourism Development Framework (ITDF) in order to inform decision making by Province and the Tourism Development Forum. Hence there will be considerable interplay between the TDF and the ITDF.

“The third of the key interventions is the need to develop an adequate and up to date social and economic profile of the provincial tourism industry. This should consist of both demand and supply side profiles. This intervention is important not only because it will give decision makers important market intelligence but it will also give feedback on the impact of interventions identified in the ITDF. 

“One important aspect of the socio economic profile of the industry will be the interaction between evaluation procedure and the ongoing
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statistical profile of the industry. Changes in the profile of the industry, particularly the geographic profile, can be attributed to some extent to specific interventions.

This has three aspects. 

“First, an appropriately structured survey of tourists will be able to gauge the extent to which a specific intervention has led to changing tourist trends.

“Second, once the changing trends are isolated, the supply side profiles will help in determining the extent to which specific interventions have matched up to their key performance indicators

“Third, it will assist with making more informed decisions about future interventions

“Sited parallel to this process is the fourth of the key interventions and that is the need for some form of provincial tourism support for district municipalities and local authorities who currently lack capacity to development tourism related business plans and implement strategy. Hence such a function will enhance projects and interventions implemented at district or local level.  

“Other interventions

“A range of other interventions have also been identified although these are either not considered as important as those listed above or are important but are once-off interventions. 

“Showcasing Cape Product

“For the purposes of growing the market and increasing the product portfolio of the Province there is a need for a way of showcasing the products produced in the Western Cape. These products could include art, craft, food, wine, cabinet making, etc. This showcasing will need a physical space which could be located prominently in the City and/or could have regional branches or franchises. The role of Province is to facilitate such an intervention not to fund it.

“Transformation

“The Province is already actively involved in transformation in the industry. Here both new interventions are proposed and a strengthening of existing interventions. The strengthening of existing interventions should be directed at increasing entrepreneurship to facilitate transformation. This has already shown success and should be encouraged in every way. 

“There are two potentially new interventions. These are: 

· Investigate the establishment of craft, jewellery and cabinet making cooperatives.

· Initiate research into extended beach tourism. This investigation would explore the costs, benefits and feasibility of the province positioning itself as an international destination for beach tourism. It also needs to explore the attitudes of local residents to extended beach tourism. 

“Administered Prices

“There are a number of administered prices under the control of government and Province that are problematic for the industry. These relate specifically to Robben Island, Cape Point entrance fees, the Cape Point funicular and Boulders (excluding Table Mountain cable way). Province should investigate these issues.

“Transport constraints

“A variety of transport issues were identified in the second report. It is not clear to what degree Province can intervene in this area but these are major constraints and do need to be addressed. Three areas in particular need attention. These are inadequate and non tourist friendly public transport, the need for an efficient transport system between the City of Cape Town and the airport; and an investigation into the increased use of trains for the purposes of tourism.

“Research into seasonality

“Seasonality is a well know problem in the tourism industry. Province should sponsor research into the dimension of the problem and potential solutions not just in the industry but in the economy of the province as a whole. It is important to recognise that seasonality is broader than just tourism. At a minimum it also affects fishing, farming, wine and tourism. The consequence is that it affects all economic targets in the province because so much work is seasonal. This is likely to be a real economic problem for Province given all the backward and forward linkages. Seasonality is exacerbated because of belly cargo constraints. Available belly cargo is dependent on passenger aircraft. In addition, the constraint on air travel is due to the limited number of people travelling business class to Cape Town on international flights.

“Liaise with national department

“One of the important roles that Province plays is to act as a liaison between industry and national government. Three areas have been identified where Province could liaise with national government departments to address identified constraints in the tourism industry.

· Province needs to liaise with the DTI to speed up the processing of grants to guesthouse and B&Bs.

· Province needs to liaise with the national Department of Transport to address the long delays in the issuing of transport permits for tour operators.

· Province needs to liaise with national DEAT to draft amendments to existing legislation to ensure there is effective sanction for illegal tour guides.
2.4] Extract from the MEDS Synthesis Report: Evaluation of the MEDS Tourism Research

The OC’s assessment of the MEDS tourism research and its own recommendations are quoted in full below:

The tourism industry, spanning both domestic and international travel and tourism, is world-wide in a long-term expansion phase. This also applies to the African continent, where South Africa has become the leader in international tourist arrivals and in the diversity as well as sophistication of the tourism sector.

The Western Cape is often viewed as South Africa’s most developed tourism region, with the contribution of travel and tourism to the provincial economy close to 10% in value added (Gross Regional Product) and in employment (compared to about 7,4% for South Africa as a whole). 

The sector has grown and broadened steadily over the past decade and it now includes an amazing range of well-developed tourism and leisure market segments, including: 

· Sight-seeing tourism 

· Cultural and heritage tourism 

· Sports tourism 

· Adventure tourism 

· Eco-tourism 

· Events and conference tourism 

· Youth tourism 

· Coastal/marine tourism 

· Agri-or farm tourism 

· Health and medical tourism 

· Special interest tourism

The Province also boasts no less then six of the country’s top ten international tourist attractions or icons. 

A further strength of the Western Cape’s tourism sector is its relatively wide geographic spread, reaching virtually all the corners of the Province, from Plettenberg Bay at the eastern edge of the Garden Route to Lambert’s Bay and Vredendal in the north-west and Beaufort West along the N1 route north. The mix of tourist places range from the Cape Town metropolis with its many attractions to medium-sized tourism jewels like Knysna and Ceres, and small coastal resorts like Stilbaai and Arniston. This diversity, with many of the tourism niches still in the process of being ”discovered” and developed to their real potential, adds to the national and international attraction and growth potential of the tourism industry in the Western Cape.

The Western Cape’s no. 1 growth sector has done well in the recent past, but it faces many serious challenges which can only be met through concerted, co-ordinated action of the full range of stakeholders, with the PGWC compelled to play its proactive role in an equally planned and cooperative way.

Given the rapid growth and diversification of the industry over the past decade, and given the range of challenges facing this industry, it is only logical that the industry ‘players’ have tried to shape, influence and ‘facilitate’ (aspects of) tourism development in the Western Cape. Municipalities have often concentrated on local tourism bureaux or certain particular facilities, with the IDP an important relevant planning tool.

The following proposed interventions that would seem appropriate for the PGWC evolved out of the institutional transformation of recent years and the evolution of a new set of PPP agencies, with Cape Town Routes Unlimited currently finding its feet and local governments still expanding their involvement in the sector. The proposals mentioned here have all been suggested in the sector study. Each of them deserves more detailed attention as to the ‘how’ and ‘at what cost’ of implementation. This has to happen as part of the interactive consultation and co-operation process, with the outcome affected by budgetary and other capacity considerations. In fact, some of the intervention areas suggest expanded or more focused actions rather than totally new programmes. We discuss these in more detail below.

2.4.1 Institutional cooperation

The goal here is to interact between and cooperate with tourism support efforts, programmes and initiatives at the different public-sector levels and agencies, and between them and private-sector stakeholder bodies in the Western Cape. With most of the fundamental ‘strategy documents’ on tourism development in the country and the Province (recently) completed, the emphasis can now fall on the implementation of proposed strategies, on their evolution and on the smooth and effective cooperation between the different players.

Proposals have been put forward for yet another public-private ‘forum’ to achieve this important goal. Yet, the most effective tool may not necessarily be a new body, but rather the streamlining of existing consultation processes and/or a strengthening of the PGWC’s senior staff to effectively pursue such consultations. Regular meetings of key stakeholders, annual progress-review sessions and an ‘Annual Provincial Tourism Review’ (with a ‘road-show’ to discuss its contents on a decentralised basis) could be steps in that direction, with the net cost hardly exceeding a million Rand. 

In facilitating the development of professional research and monitoring capacity in tourism, a strong need has been identified to: 

· produce more statistical and other trend information (and regularly updated profiles) related to the Western Cape’s different tourism sub-sectors and transformation processes; and 

· develop analytical tools to determine the relative impact or ‘pay-off’ of alternative interventions in the tourism industry, thereby helping to decide on the priority of ranking of projects and expenditures.

Both of these, and similar needs, might be met through the commissioning of single tasks by the PGWC. A longer-run option with even greater value would be the development, on a partnership and co-financing basis, of a capacity for such applied research at one of the Western Cape’s higher-education institutions, possibly in close contact with a centre offering training and academic-research opportunities in the tourism field. Such an institution might also be tasked to work on a dynamic ‘vision’ for the industry and its annual updating as the environment changes. Existing strategy documents would all be seen as valuable inputs into such a process.

A relatively modest financial allocation from the PGWC should enable the start of such a facility, with diverse co-funding opportunities determining the unfolding of such a centre. 

Other challenging issues, for example, cooperation between the Western Cape and other African countries in tourism-related business and infrastructure developments could also be explored by such a body. Viewing Cape Town as ‘the Geneva of Africa’ would, in fact, justify PGWC support for such efforts.

2.4.2 Expanding transformation in the tourism industry

Although the Western Cape has a relatively poor performance record of black participation in the more established tourism industry, a wide range of policies, programmes and initiatives in this field have been started during the past few years. The development of a ‘tourism charter’ (at national and provincial levels) is likely to give further momentum, just as the recent BEE summit of the DED&T and the introduction of new incentive schemes (like the ITESP) have fuelled the momentum.

Further progress does not require new programmes, but rather the periodic assessment of 
existing or evolving programmes, the allocation of more funds to existing projects and a willingness to adjust systems.

2.4.3 Improving the transport infrastructure

The issues are well-known and well-researched, including (i.a.) capacity constraints in long-distance air travel to Cape Town; the inner-city transport bottlenecks in the Cape Town metropolitan area; and further improvements in transport safety and security, in trains, tour busses and taxi services.

Tourism authorities (including those in the PGWC) have only a limited leverage on action in these areas. Yet, their role in keeping critical priorities on the table and negotiating long-run plans with other departments and bodies should not be underrated and should be reflected in the allocation of responsibilities as well as staff competence.

2.4.4 Expanding education and training

Most strategic assessments of Western Cape (and national) tourism development have lately emphasised the need for more and better training programmes for semi-skilled, skilled and professional people employed in the industry. Western Cape educational institutions are meeting much of the current demand, yet there is scope for more courses, courses better aligned to practical needs, more affordable courses (or more bursaries) and closer co-operation between educational institutions and the industry. 

The PGWC can only play a facilitatory role in this sphere, with details about the scope and need for more substantial financial involvement still to be explored. This could, for example, be done by the type of centre mentioned earlier.
2.4.5 Support for local authorities

The capacity limitations of local authorities with respect to more comprehensive sector support in their area of responsibilities are well known and are unlikely to change rapidly, given tight municipal budgets. It has been proposed that the PGWC should assist (selected) municipalities in these efforts, especially where the local tourism potential is still largely underutilised. Different approaches could be considered, including the (temporary) subsidisation of a professional appointment or the development of a distinct support capacity at the provincial offices. A further alternative could be the provision of co-financing for professional support provided by the centre to a number of municipalities. Such co-funding might, for example, be limited to BEE-related support or capacity building or the development of baseline data about the local tourism industry. 

These efforts could be particularly fruitful in rural areas where small towns have an extremely limited capacity in this sphere, yet where an activated tourism sector might significantly increase local income generation.

2.4.6 Strengthening awareness and commitment on specific issues

Interviews with stakeholders in the industry have revealed a strong feeling that the PGWC should play a more active role in the pursuit of certain critical goals or the improvement in the performance of the public sector in very specific areas. A few of these can be mentioned here to indicate the range: 

· protecting the environment (including water resources) in the light of increasing tourism densities (for example, golf courses); 

· promoting the concept of ‘pro-poor’ or responsible tourism; 

· stimulating the sale of local products to (foreign) tourists; 

· speeding up the processing of transport and other permits handled by provincial and/or national authorities; 

· systematically enforcing established standards; and 

· increasing the day-to-day efficiency of public services to the industry, including the reduction of ‘unnecessary red tape’. 

None of these areas of (potential) involvement need new programmes or substantially higher spending. Yet, in their totality it is these ‘improvements’ which could significantly improve the competitiveness of segments in the industry or the long-run sustainability of the industry.

2.4.7 Marketing Western Cape Tourism

The co-funding of marketing efforts with respect to Cape Town and the Western Cape as world-class tourist attractions is undoubtedly the most important way in which the PGWC supports the industry. The fact that this happens through the new consolidated Cape Town Routes Unlimited does not deny the fact that it is the largest item on the provincial tourism support budget, nor should it conceal the significance provincial representatives on the board of Cape Town Routes Unlimited have to influence the nature and prioritisation of marketing efforts. This could include the scope given for BEE, informal or township tourism, rural areas and community tourism as well as other target groups.

To conclude, this section does not propose any high-profile new programmes or projects to be initiated or funded by the Department of Economic Development & Tourism. At a stage when so much transformation and institutional repositioning is still tapping the energy of senior officials and private-sector operators, there is, indeed, a need for ‘more of the same’ and for streamlining and critically assessment. Given the dynamic state of the industry, there will undoubtedly soon arise new demands from grassroots level for funding that the Department of Economic Development & Tourism will have to assess within the context of this evolving structure.

2.5] Extract from the MEDS Synthesis report on the Institutional Design which should underlie Regional Industrial Development Strategy
The OC’s views on institutional design is quoted in full as it raises many important issues at the heart of a successful industry partnership forum like the proposed WCTD Partnership.

The PGWC’s view is that instead of the “strategic collaboration”, of which Harvard University’s Professor Dani Roderick speaks, being one between government and business only, it should include labour and civil society, the other social partners recognised by the National G&DS process.

The biggest single challenge for government in its development of policies for different economic sectors and crosscutting themes is one of limited information. In order to identify appropriate policies, government seeks to identify the myriad of opportunities and constraints that firms face and to understand firm responses. This is a daunting task. A recent review of industrial policy accordingly concluded: “The range and depth of knowledge that policy makers would have to master to implement a successful industrial policy is extraordinary. They would have to understand the relevance of, and be accurately informed about, a huge range of complex questions and have the ability to accurately evaluate very subtle differences” (Pack and Saggi, 2006:21).

So difficult is this task that many, indeed most, economists are opposed to government taking an active role in this arena. They stress the enormity of the task confronting government while simultaneously emphasising the limitations on government capacities and resources. From this perspective, the probability that such policy interventions will fail is very high. Government failure is likely to be ubiquitous.

Proponents of an active role for government do not deny that the task is a very difficult one. They concede that the possibility of government failure is very real. But, they nevertheless argue for an active role for government. Essentially, their argument for an active industrial policy rests on two pillars. First, they stress the wide-ranging extent of market failure. Second, they argue that the limitations on government in accessing the necessary information can be very considerably alleviated through the development of appropriate processes and institutions. Thus, proponents of the new industrial policy therefore place considerable emphasis on institutional design.  

Thus, Rodrik (Rodrik, 2004) argues that there are a wide range of generic market failures and externalities – indeed a wider range with a more constraining impact on development than has hitherto been recognised. The location and magnitude of these failures is highly uncertain. The private sector has far better, albeit also imperfect, knowledge. The key issue is how to ensure that government can access and learn from the information possessed by the private sector. At the same time, it is important that the private sector is well-informed about government policies and limitations since government has an important impact on their behaviour. The organisation and processes designed to ensure that government and business are in a dialogue such that government can access that information and to act effectively on it, and also that business can have knowledge of governmental policies and capacities is what we would term broadly institutional design. 

Hence Rodrik states that, “the right model for industrial policy is not that of an autonomous government applying (interventions) ... but of strategic collaboration between the private sector and the government with the aim of uncovering where the most significant obstacles to restructuring lie and what type of interventions are most likely to remove them. Correspondingly, industrial policy needs to focus not on the policy outcomes - which are inherently unknowable ex ante - but on getting the policy process right. We need to ... design a setting in which private and public actors come together to solve problems in the productive sphere, each side learning about the opportunities and constraints faced by the other.” (Rodrik 2004: 3)

Policy research also has an important role to play. Government commissioned research can identify the opportunities and constraints faced by firms and the market failures. It can provide an important initial starting point for governmental policy. MEDS-commissioned research is designed for exactly this purpose. The MEDS research has resulted in a number of proposals for policy. 

But the constraints and opportunities firms and sectors face are changing constantly. Optimally, policies will need to be modified and adjusted to take account of changing circumstances. While research provides an important starting point, the rapidity of change requires that the dialogue between government and business be regular and ongoing. Provincially based industrial policies have the advantage of being able to create such an ongoing dialogue because spatial closeness strengthens the possibility of institutionally embedding this relationship between government and business.   

During the MEDS process we have accordingly given considerable consideration to the institutional design of industrial policy in the province – a setting whereby government and the private sector are in an ongoing dialogue about the opportunities that they each face. Indeed, the MEDS is the first explicit attempt to make proposals as to how policy could optimally be institutionalised in South Africa. The proposals advanced here therefore have, we would suggest, a wider relevance.

As we have emphasised at the outset of the report, the resources and capacities of the province are very limited. At the same time, the Western Cape is a very diversified economy undergoing significant growth and facing a host of new opportunities and constraints. In this light, we have attempted to craft our proposals with a careful eye on limiting the prospects of governmental failure and attempting to ensure that what is undertaken by government can indeed be implemented within the constraints that face the provincial government.

The cardinal and central feature of this rests in the relationship of government with the business sector. This may entail dialogue of government with formally constituted sector associations or the creation of what has come to be called Special Purpose Vehicles (SPVs), on which both private firms and government are represented, as in Call Centres and Business Process Outsourcing. In this regard, the Department of Economic Development and Tourism (DED&T) has, well prior to the MEDS, already made considerable progress and there are currently 15 SPVs in the province. These SPVs are not-for-profit section 21 companies or trusts with boards that generally represent industry, labour, government and academia. Typically, at least 50% of the representatives on the board are drawn from industry. The department has considerable experience in successfully establishing and working with these institutions. While it was not the task of the MEDS to make a detailed evaluation, the indications are that these SPVs have generally worked well. It is of concern however that the SPVs operate under short-term funding horizons. A longer term framework would enhance their strategic role. The structured dialogue as between business and government - very much in line with the spirit of public-private partnerships encouraged by the MEDS - has resulted in a number of activities in marketing, export promotion, skills and training and infrastructure provision that have supported the further development of the sector.  What is particularly encouraging is that a number of the SPVs have become actively engaged in encouraging and mentoring new entrants – in film and ICT for example. 

In all of our priority sectors, where this is possible, 
we have recommended that the DED&T devote considerable attention to engaging with and further strengthening the development of such organisations.  

The very limited capacity of government accords a greater role to the private sector. Indeed, the private sector rather than government will often play the leading role. What is envisaged by the MEDS is that sector associations or SPVs, in consultation with government sector “specialists,” will propose policies for support to government. Government will have the independence and the analytic capacity necessary to assess the merits of these proposals based upon government’s objectives for output and equity. Since government’s capacities here are limited, this may well require government having recourse to external advice. 

Moreover, these organisations may not be confined to discussing and developing policy. They may well engage directly in implementation. Thus, government may grant funding support for a proposal that emanates from an association or an SPV and task that organisation with ensuring that the programme is carried out and that the funding is spent effectively. A proposal for training for example may receive government support with the organisation managing and directing the programme. Thus these organisations can carry much of the burden of industrial policy – both in its design and in its implementation, thus economising on limited governmental capacities.

There are two major dangers of an institutional policy design that places such an emphasis on the private sector. The first is that government personnel working so closely with the private sector may lose any autonomy and become, willingly or unwillingly, uncritical proponents of the particular interests of their sectors or parts thereof. Government “capture” is particularly likely where government personnel lack in-depth knowledge of the sectors and have very limited formal training or experience of their sector or business in general. This can be countered by creating a formal institutional structure to encourage industry-government relationships, as well as designing a knowledge acquisition learning and training process for the government personnel so as to upgrade their understanding of industry dynamics.

The second is that policies may favour existing firms but do very little, if anything, to encourage new entrants. The provincial government is committed not only to seeing output growth on the part of existing firms but also of promoting new entrants – more especially of black- and female-owned firms. While data do not allow for detailed analysis, there are indications to the effect that entry (and exit) of firms is less significant in South Africa than elsewhere. This will adversely affect growth (much of productivity growth arises from the entry of new more efficient firms and the exit of less efficient firms), but particularly impact negatively on equity considerations – both a more equitable gender and racial spread of ownership, and employment creation since new smaller entrants are typically more labour intensive. 

It will be critical for government to ensure that its policies and the programmes that it supports will have broad beneficial effects with respect to the sector as a whole as well as potential new entrants. 

No institutional design is risk free. Government will need to be vigilant and it will have to ensure that it progressively develops its own capacities. This latter aspect is critical. One important test of the institutional design is whether it fosters the progressive development of governmental capacities. As with firm organisation that is designed to enhance internal capacities through promoting learning by doing, so at governmental level too, this is a central objective of any institutional design. As governmental capacities develop, policy can pari passu become progressively more effective and also perhaps more adventurous than is currently appropriate.

3.] Mandates, policies, position papers, strategies, programmes and interventions

The following documents upon which the WCTD Framework is based will be held in electronic format on capegateway.gov.za but also in hard copy form in the Ministry, the HoD’s Office, the CD’s Office and the Offices of both directors:

3.1] National documents

· Formal national policy documents reviewed in the first MEDS tourism research report

· Accelerated and Shared Growth Initiative of SA (ASGISA) 

· JIPSA (Joint Initiative for Priority Skills Acquisition)

· DEAT, including the Tourism Second Amendment Act, 70 of 2000 [to provide for training and registration of tourist guides, to regulate the procedure for lodging complaints, to provide for disciplinary measures, appeals and reviews and to criminalise certain conduct] 

· The Department of Transport, including the National Land Transport and Transition Act no 22 of 2000 [to provide for the transformation and restructuring of the national land transport system of the Republic and to provide for incidental matters. Applicable section in the Act is Part 14: Provincial Operating Licensing Board: Matters of Provincial concern] – by examining improved access to efficient tourist public transport by reviewing the National Land Transport transition Act to include separating the requirements and procedures for tourism transport services from that of scheduled and unscheduled commuter industry  

· Department of Transport with regard to Safety and Road Signage standards

· The dti [The CSP and tourism incentive schemes]

· SA Tourism 

· National Tourism Business Bodies

· CTRU

· Tourism Grading Council of SA – Quality Assurance through Star Grading system

3.2] Provincial documents

· Formal provincial policy documents reviewed in the first MEDS tourism research report

· Current Provincial legislation

· The MEDS Synthesis Report

· The MEDS Tourism research papers

· The Minister’s Tourism Budget speeches

· The Minister’s Tourism Annual Report speeches

· The Department’s latest Annual Report

· The Department’s latest Strategic Plan

· The Department's existing frameworks, including the Tourism Road Signage Framework and the ITDF

· CTRU’s latest Annual Report

· CTRU’s latest Strategic Plan
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� The two exceptions are SMMEs and the Informal Sector. These are evidently multi-sectoral activities. Single associations are not therefore appropriate. However, it may well be advantageous for government to encourage and support the development of sector based associations within these broad groupings -a sector association of informal sector traders, for example.     
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