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Below normal business conditions were recorded across the board for the 2nd half of 2018 and are expected to persist
into the 1st half of 2019. With the lowest recorded index results, 2018 proved to be the most challenging trading year
for the tourism sector since the inception of the TBI in 2010.
Anticipated index for the
2nd half of 2018 (Jul to
Dec 2018)

Actual index for the 2nd half
of 2018
(Jul to Dec 2018)

Forecast index for the 1st
half of 2019 (Jan to Jun
2019)

Consolidated index

59.2

69.0

72.4

Accommodation
sub-index

62.6

67.8

71.9

56.6

70.0

72.8

Other Tourism
Business subindex

Note: Below normal business performance is depicted in red as a thumbs down and above normal business conditions is depicted in
green as a thumbs up . Normal business performance is calibrated to an index of 100.

The major contributors to significantly below normal business performance is lack of demand from domestic and
overseas leisure tourists as well as lack of domestic business tourism. There were very few meaningful positive
contributions to business performance in the second half of 2018.
Top 3 Negative contributing factors

Accommodation sub-index

Other Tourism Businesses sub- index

Top 3 Positive contributing factors

Insufficient domestic leisure
demand (52%)
Cost of inputs (45%)
Insufficient domestic business
demand (45%)

None (31%)
A weak Rand exchange rate (21%)
Strong overseas leisure demand
(17%)

Insufficient overseas leisure
demand (41%)
Increases in competitive supply
(33%)
Insufficient domestic business
demand (30%)

None (37%)
A weak Rand exchange rate (15%)
Good weather (11%)
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The TBI results confirm that our industry’s woes continue. 2018 proved to be the
worst year for business performance since the inception of the TBI in 2010.
Unfortunately, the outlook for the first half of 2019, although forecast to be
better than 2018, is still likely to be significantly below “normal” performance.
The last time the industry performed above “normal” levels was in quarter 4 of
2016.
The tourism sector’s below par performance mirrors the general downward tendency
in business performance across all industry sectors. For example, both the SACCI
Business Confidence Index and the RMB/BER Business Confidence Index, showed
a decline in their last reporting periods.
We at the TBCSA, are hopeful that once the elections are done and dusted, positive
sentiment will return to the South African economy and our sector in particular.
Tshifhiwa Tshivhengwa
CEO of TBCSA

The TBI is not only a useful tool for understanding the operating environment for
tourism in South Africa, but also assists decision makers in both the public and
private sectors in plotting a way forward for the tourism sector and individual
businesses. As such we urge all travel and tourism businesses to continue to support
the index.

The Stats SA full year 2018 tourist arrivals data released recently shows a mixed
picture, with the negatives far outweighing a few positive glimmers.
Although total tourist arrivals for the year increased slightly at +1,8% from 10,2
million tourists in 2017 to 10,4 million in 2018, this growth was driven by African
markets (+3%). Unfortunately, arrivals from nearly all key overseas source
markets (particularly from Europe and Australasia) decreased in 2018 (-1,5%).
This includes UK (-3,8%), Germany (-1,7%), France (-5%), Netherlands (-8%),
China (-0,2%), India (-4%), Australia (-0,4%), New Zealand (-11%) and the Middle
East (-11%). This decline in tourist arrivals is a contributing factor to the lower
than normal tourism business performance experienced over the period as
reflected by the TBI.

Lee-Anne Bac
Director, Advisory Services at BDO

The impact of a decline in overseas markets is significant as these are the tourists
that make the most use of tourist products such as accommodation, attractions
and vehicle hire. These declines not only impact negatively on spend and
employment but may put the hard work of the industry and South African Tourism
(SAT) to add additional air routes (2,2 million seats added in the last year) in
jeopardy.
Feedback from the industry on future booking levels indicates that the negative
trend in overseas arrivals is expected to continue into 2019. This does not bode
well for achieving our target of 21 million tourist arrivals by 2030 which would
require a 6% compound growth per annum for 12 years. 2% growth per annum is
simply not good enough. To turn this ship around, the industry needs significant
investment into marketing and infrastructure, as well as the cutting through of red
tape issues such as the visa regime. We need a plan and we need it now.
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Section 2: Overview
1.1 Introduction
The Tourism Business Index (“TBI”) is an initiative of the
Tourism Business Council of South Africa (“TBCSA”) and
is compiled by BDO.
The TBI provides an indication of the current and likely
future performance of businesses operating within the
Tourism Sector in South Africa.
The information for the TBI is collected through an
online survey of tourism businesses and is
complemented by key tourism industry stakeholder
engagements including focus groups and individual
interviews. The overall tourism index includes
accommodation operators (reflected in the
“Accommodation” sub-index”) and responses from
tour operators, coach operators, vehicle rental
companies, airlines, travel agents, retail outlets, forex
traders, conference venues and attractions (referred to
as “Other Tourism Businesses” sub-index).
The index is currently produced every 6 months (i.e.
either Quarter 1 and Quarter 2 or Quarter 3 and Quarter
4). Hence each report provides a detailed discussion of
either January to June or July to December.
Note: The first two surveys in 2010 were pilot surveys
which did not follow exact quarters. They each covered 3
months from May to July 2010, then August to October
2010, while the last survey of 2010 covered the last
quarter, i.e. October to December. October was
therefore included in two indices. From the first official
edition in 2011 onwards, only regular quarters were
covered until the beginning of 2017 when the index was
adjusted to depict half year intervals instead of
quarters.
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What is a Business Index?
The purpose of the TBI is to provide individual tourism
businesses with regular, up-to-date information on the
performance of tourism businesses, including the
outlook for performance over the next six months. It
therefore tracks actual recent business performance in
the sector and is an indicator of prospects for short-term
future performance.
It is a business index that focuses on the performance and
profitability of businesses operating in the sector, as
oppose to a sector performance index. While in many
instances the subtle distinction between the two
approaches would not manifest in different results, in
certain circumstances, they may be different. For example,
if there is significant over-capacity in the industry,
business performance can be weak, while the industry
could be experiencing strong growth and making an
increasing contribution to GDP.
As the TBI tracks and forecasts tourism business
performance, it is not separated into domestic and
foreign tourism. Many tourism businesses host or handle
both inbound and domestic tourists and therefore
demand and characteristics in both major markets are
inextricably linked to
business performance.
The information is designed to help individual
businesses and policy and strategy makers, understand
the current tourism operating environment and plan for
the likely future tourism industry environment.
Why a Tourism Business Index?
The TBI profiles the tourism industry and positions it as an
important component of the South African economy. In
addition to this, an index is required because:
 Tourism is difficult to measure;
 The tourism industry is volatile and experiences
short term fluctuations; and
 Statistical methods have shortcomings whereas
business surveys provide rapid information in areas not
covered by quantitative methods.
29th Edition – July to December of 2018
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1.2 About the Tourism Business Council of South Africa
The Tourism Business Council of South Africa (“TBCSA”) is a member-based,
private organisation. We lobby the public sector on behalf of business,
facilitate specific industry programs such as the TBI, monitor industry
developments and seek to ensure that the industry is unified and speaks with
one voice when engaging stakeholders on macro-economic issues affecting
the sector.
Associations affiliated to the TBCSA are: Airlines Association of Southern Africa
(“AASA”), Association of Southern African Travel Agents (“ASATA”), Board of Airline
Representatives of South Africa (“BARSA”), Federated Hospitality Association of
South Africa (“FEDHASA”), National Accommodation Association of South Africa
(“NAA-SA”), Professional Hunters Association of South Africa (“PHASA”),
Southern African Association for the Conference Industry (“SAACI”), Southern
African Bus Operators’ Association (“SABOA”), Southern Africa Tourism Services
Association (“SATSA”), Southern African Vehicle Rental Association (“SAVRALA”).

1.3 About BDO
New perspectives. That’s what BDO offers you. And that’s exactly what we do, with
our unique combination of local market knowledge and an international
network. Personal service and a professional approach. At BDO, we help you get
a fresh angle on your business. So you can make the right decisions to increase
the agility, strength and success of your organisation – whether it is a small or
medium-sized enterprise, a family-owned business, a public organisation or an
international corporation.
Together we will gain new insights and new opportunities in your market. Together
we will create new perspectives. With 1 400 professionals in 7 offices across
South Africa, coupled with our global resources, responsiveness and
relationship-driven approach, we shine a unique lens on clients’ businesses to
see the people beyond the numbers and establish where they are going.
BDO Advisory Services (Pty) Ltd, a South African company, is an affiliated
company of BDO South Africa Incorporated, a South African personal liability
company, which in turn is a member of BDO International Limited, a UK company
limited by guarantee, and forms part of the international BDO network of
independent member firms.
Note: The TBI is compiled by the same team of consultants (previously referred to as “Grant
Thornton” but now under BDO) since inception.
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What is Normal?
The reported changes or expected changes in demand and profitability are expressed relative to the expected normal levels
of business for the relevant period. Normal is defined as “the level of acceptable business performance in line with the
realistic long-term average performance you would hope to achieve, or the long-term average historical performance
experienced, during this period, i.e. taking seasonal variances into account”.
Normal is then calibrated to an index of 100. When the index shows Performance or Prospects at higher than 100, this
indicates better than normal performance while, below 100 indicates worse than normal performance.
If all business surveyed indicate a significantly better than normal performance across all dimensions covered, the
index could register a maximum high of 200, while significantly poor performance for all businesses would result
in an index of 0.

3.1 The Consolidated Index

In the previous edition,
the Tourism Industry
anticipated a below
normal business
performance for the 2nd
half of 2018 at…

However, the Tourism
Industry performed better
than expected despite
still experiencing a below
normal business
performance at…

72.4

59.2

69.0

is forecast for the next period (i.e. January to June
2019) and continues to reflect a pessimistic
outlook for the Tourism Industry at below normal
business performance.
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* Please see Appendix A for the summary of the TBI historical data including a trend analysis of the consolidated
index (Appendix B), the Accommodation sub-index (Appendix C) and Other Tourism Businesses (Appendix D).

The SACCI Business Conﬁdence Index
The SACCI Business Conﬁdence Index (“BCI”) is a composite indicator, as opposed to a tendency survey. The BCI
is a market-related index that reﬂects not what business is saying, but what it is doing and experiencing. It is
therefore not an
opinion/perception-based index. Even though the BCI is not a tendency survey like the TBI, it is another regular
and timeous indicator of economic activity to which the TBI can be compared. The index is based on the average
economic activity for 2005 being a base of 100.
Together with the TBI, the SACCI BCI shows a decrease in the BCI average between the 1st and 2nd half of 2018 reﬂecting
the low business conﬁdence levels reached. This is similar to what was experienced in the below normal business
performance for the TBI. Notably, the BCI records a higher conﬁdence level for the 1st half of 2018 compared to that of
the 2nd half which is the converse of the TBI. Comparing the 2nd half of 2018 BCI to that of the corresponding period in
2017, general business conﬁdence levels are slightly higher.
1st half of 2018 (Jan
– Jun)
SACCI BCI

2nd half of 2018 (Jul –
Dec)

96.7

94.3

2nd half of 2017 (Jul –
Dec)
93.7

Source: SACCI

RMB/BER Business Conﬁdence Index
For the Quarterly RMB/BER Business Conﬁdence Index (“RMB/BER”) as shown in the adjacent table,50 indicates
normal levels of conﬁdence.

The RMB/BER Conﬁdence Index, similar to the SACCI BCI, recorded a higher conﬁdence level for the 1st half of 2018
compared to that of the 2nd half which is similarly the converse of the TBI.
Q1

Q2

Q3

Q4

2017

40

29

35

34

2018

45

39

38

31

Source: RMB/BER
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3.2 Sub-Indices
The Accommodation Sector
The Accommodation Sector covers 9 types of facilities including; Hotel groups, Independent Hotels, Lodge Groups,
Independent Lodges, Timeshare, B&B/Guesthouses/Guest farms, Backpackers, Self-catering and Camping Groups
as well as Independent Self-catering and Camping. Actual business performance for the consolidated Accommodation
Sector continues on a downward trend at 67.8, which is more or less in line with the expected performance of 62.6.
Notably, Independent Hotels were the only Accommodation type to record an almost normal business performance
(95,5) for the 2nd half of 2018 (i.e. July to December 2018).
The Accommodation Sector forecasts that a lower than normal business performance will persist in the next period with an
index of 71.9. This continues to indicate an ongoing pessimistic outlook.
STR Hotel Performance Index

2nd Half 2018
Accommodation
Sector

Anticipated
Business
Performance

Another measure apart from the TBI to
consider for accommodation sector
(hotel) performance is the STR Hotel
Performance Index which tracks
occupancy for hotel markets across the
country.

Actual
Business
Performance

For comparison purposes, the performance of the TBI Accommodation Sector
index is referenced with the STR Hotel Performance Index which tracks hotel
occupancy in South Africa.
The STR Hotel Performance Index for 2018 shows a slight
improvement in occupancies between the 1st and 2nd half of 2018 –
which is a similar pattern to the consolidated TBI Accommodation Sector
indices of 57.6 and 67.8 in the first and second halves of
2018 respectively.
Comparing hotel occupancies for the 2nd half of 2018 to that in the same
period for 2017 shows a slight decrease.
1st half of
2018
(Jan – Jun)
South
Africa

60.6%

2nd half of
2018
(Jul – Dec)
Overall
64.6%

2nd half of
2017
(Jul – Dec)

Variance
between
2nd half
of 2018 vs
2017

66.6%

-2.0%

65.4%
67.6%
67.6%

-0.1%
-2.1%
-2.5%

By star rating
5 star
4 star
3 star

63.8%
61.7%
59.0%

65.3%
65.5%
65.1%
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Other Tourism Businesses
Other Tourism Businesses recorded stronger business levels than were anticipated at 70.0 compared to the
expected 56.6
A forecast index of 72.8 is expected for the 1st half of 2019 reflecting only a slightly more optimistic yet below
normal business performance outlook.

Anticipated index for the 2nd
half of 2018 (Jul to Dec
2018)

Actual index for the 2nd half
of 2018 (Jul to Dec 2018)

Forecast index for the 2nd
half of 2018 (Jan to Jun
2019)

Other Tourism sub- index

56.6

70.0

72.8

*Vehicle rental
companies

94.6

62.7

82.5

*Attractions/ Activities

96.7

100.3

76.6

* The Other Tourism Business sub-index is an amalgamation of responses from tour operators, coach operators, vehicle rental
companies, airlines, travel agents, retail outlets, forex traders, conference venues and attractions/activities. For this particular
edition, only vehicle rental companies and attractions/ activities sub-sectors are identified as being a representative sample
based on the number and caliber of responses thus, they are also shown separately from the main sub index.
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The Balance Statistic
Results from qualitative questions are provided in the form of a “balance” statistic. This is the difference between the
percentages of positive and negative responses. A balance for each question is calculated by deducting the percentage
of negative replies from the percentage of positive answers given to each question. The final value is a single figure, with
a minus representing an overall negative outlook or performance and a positive figure an overall positive outlook or
performance.

4.1 Performance for the Year Ahead
When looking at 2019 as a whole, on balance, the accommodation respondents have a negative outlook (-80.4%)
with 80.4% of respondents anticipating that business performance will get worse in 2019 which continues the
pessimistic expectation shown in the prior editions. This is the most pessimistic accommodation operators have
been in the last 2 years.
Other Tourism Businesses are on balance significantly more optimistic, yet also negative, with a -21.5% outlook for
2019. Of the respondents, 19.8% expect better than normal business performance and 2.2% expect to experience
significantly better than normal business performance. On the contrary, 43.3% expect worse than normal business
performance.

* Please see Appendix E for the summary of the TBI historical data for the Balance Statistic Performance for the
Year Ahead.
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4.2 Employment Levels
Notably, the majority of the respondents in both the Accommodation Sector (90.9%) and the Other Tourism Businesses
(64.0%) indicate that their employment levels will remain unchanged /stay the same. This indicates that overall
employment growth in the sector remains muted into the future with some changes expected largely for Other Tourism
Businesses. On a positive note, despite a pessimtic outlook, the majority of operators are not planning to reduce
employment levels.

* Please see Appendix F for the summary of the TBI historical data for the Balance Statistic Employment Levels.
4.3 Capacity Growth Expectations
The Accommodation Sector anticipates a stronger positive balance for capacity growth expansions with +17.9%,
with the majority of respondents (71.1%) expecting their capacity to stay the same. 23.1% anticipate an increase
and 0.4% a significant increase, as opposed to 5.5% who are expecting a decrease in capacity.
A weaker positive balance features for Other Tourism Businesses anticipating a +7.2%. Over two thirds of
respondents (69.9%) indicate that capacity for the next half year will remain unchanged. 16.4% anticipate an
increase and 2.3% a significant increase as opposed to 11.5% who are expecting a decrease.

* Please see Appendix G for the summary of the TBI historical data for the Balance Statistic Capacity Expansion
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With regard to the performance of the Tourism Industry, this report considers both positive and negative factors which
possibly have an impact on the performance of the industry.
5.1 Negative Factors – July to December 2018
The most influential negative contributing factors for
Accommodation Businesses over the 2nd half of 2018
were insufficient domestic leisure demand (52%), cost
of inputs (45%) and insufficient domestic business
demand (45%). Competitive market behaviour (43%)
and cost of labour (42%) continue to feature as growing
concerns with insufficient overseas leisure demand
losing momentum in the 2nd half of 2018 at 38%
compared to 69% recorded in the 1st half
of 2018. “Other” factors not listed as contributing to
the negativity include:

•
•
•

Visa regulation uncertainty;
Electricity as well as fuel increases;
Load shedding;

•
•
•

Airbnb;
Short term accommodation rentals;
Illegal accommodation facilities able to
charge low prices;
Water restrictions, drought as well as
investment into storage;
Refurbishment to facilities;
Crime;
Political uncertainty;
Construction of main roads in the vicinity; and
Unfavourable school holidays/ long weekends.

•
•
•
•
•
•
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For the 2nd consecutive edition, insufficient overseas leisure demand (41%) remains the most cited negative
contributing factor for business performance for Other Tourism Businesses. Increases in competitive supply
(33%), insufficient domestic business demand (30%) and insufficient domestic leisure demand (29%)
continue to be cited quite frequently. Other noted contributing influences mentioned in relation to Other
Tourism Businesses include:
• Load shedding;
• Unclear visa regulations;
• Delays in obtaining permits;
• Political uncertainty;
• Drought;
• The weak economic business climate;
• Change in the spending habits of consumers;
• Crime;
• Unfavourable school holidays /long weekend arrangements; and
• The increase in the price of fuel.
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5.2 Negative Factors outlook for January to June 2019
In line with what was recorded in the 2nd half of 2018, insufficient domestic leisure demand (49%), cost of labour
(46%), insufficient domestic business demand (43%), competitor market behaviour (42%) and increases in
competitive supply (42%) are once again cited by the Accommodation Sector as the anticipated negative impacting
factors for the next half of the year (January to June 2019).

Insufficient overseas leisure demand continues to impact Other Tourism Business with 44% of respondents mentioning
it as an impediment to business performance. By comparison, this is considerably lower than the previous edition
recorded, where 75% of Other Tourism Business respondents highlighted insufficient overseas leisure demand as an
impediment to business performance. In addition to this, a fair number of respondents compared to previous editions
cite insufficient domestic business demand (35%) and competitor market behaviour (35%) as negative contributing
factors that they anticipate will affect the business situation in the next period. Additional contributing negative
influences are anticipated to be the same as those experienced during July to December 2018 period. Possible strikes
before the national election and Brexit were the only new notable negative influences affecting the business situation.

29th Edition – July to December of 20
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5.3 Positive Factors – July to December 2018
Overall, both Accommodation Businesses (31%) and Other Tourism Businesses (37%) experienced no
notable positive factors in the 2nd half of the year (July to December 2018). This is an improvement
compared to the high number of respondents for Accommodation Businesses (61%) and Other Tourism
Businesses (59%) who experienced no notable positive factors in the 1st half of 2018. Other positive
factors highlighted for the Accommodation Sector include:
• Long term local business contracts;
• Good relationships with universities and discounted rates for students;
• Long standing good reputation;
• Repeat business; and
• Contract workers.
Other positive factors highlighted for the Other Tourism Businesses include:
• A higher per head revenue spend;
• Increases in market share; and
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5.4 Positive Factors outlook for January to June 2019
Accommodation Businesses and Other Tourism Businesses reiterate their lack of optimism towards the Tourism
Industry in the expected absence of positive factors for the subsequent period with 31% each.
A weak rand exchange rate is forecasted by a sizeable amount of businesses in the Accommodation Sector, with
23% expecting this to have a positive impact on business performance in January to June 2019. Similarly, 17% of
the businesses in the Other Tourism Sector cited this as a positive factor for the upcoming half year with a stronger
business domestic demand (21%).
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Section 6: Topical Issues
Topical issues
These questions vary by period based on their relevance to the industry at the time.

6.1 Impact of Drought in Parts of South Africa
The majority (66%) of respondents cited that the continued drought in parts of South Africa had no impact on their
business whatsoever while those that cited negative impacts of drought? are in general from the Accommodation
Sector, with 24% of respondents compared to only 20% of Other Tourism Businesses.
But, on balance the impact of the drought in parts of South Africa is recorded at -31.3%.
IMPACT OF DROUGHT IN PARTS OF SOUTH AFRICA

Respondents were asked
“What impact, if any, do you think
the continued drought in parts of
South Africa has had on your
business?”

Positive Impact 2%
Significantly negative Impact 23%
Somewhat negative Impact 9%
No Impact / neutral 66%

Significantly positive Impact 0% Balance
statistic: (-)31.3% negative
6.2 Impact of Fiscal Instability and Credit
Downgrade

IMPACT OF FINANCIAL INSTABILITY IN SOUTH AFRICA

The financial instability in South Africa had a
significant negative impact on 63% of all
respondents with an additional 15% citing a
somewhat negative impact compared to the 4%
citing a positive impact and 18% citing no impact at
all. Overall, the respondents recorded a strong
negative balance statistic
of -74%.

Positive Impact 4%
Significantly negative Impact 63%
Somewhat negative Impact 15% No
Impact / neutral 18%
Significantly positive Impact 0%
Balance statistic: (-)74% negative
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Appendix A: TBI Historical Figures

Note: Below normal business performance is depicted in red as a thumbs down
in green as a thumbs up
.

and above normal business conditions is depicted
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Appendix B: The Tourism Industry’s Consolidated Actual Past and Expected Future Performance

Appendix C: Accommodation Sector’s Actual Past and Expected Future Performance
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Appendix D: Other Tourism Businesses’ Actual Past and Expected Future Performance

Appendix E: Historical Figures for the Balance Statistic Performance for the Year Ahead
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Appendix F: Historical Figures for the Balance Statistic Employment Levels
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Appendix G: Historical Figures for the Balance Statistic Capacity Expansion
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