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Overview of the South Carolina Competitiveness Initiative

e Findings for the State of South Carolina Overall

e Findings and Implications for South Carolina’s Tourism Cluster

e Next Steps for South Carolina
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Special thanks to . . .

Source:

HDG-LID-H

Palmetto Business Forum

Palmetto Foundation for the Economic
Development of South Carolina

Palmetto Institute

South Carolina Chamber of Commerce

Surveys

Web-based survey: 443 executives
e 42 from the automotive cluster
e 43 from the chemical products cluster
e 52 from the textiles cluster
e 80 from the hospitality and tourism cluster
e 226 executives from other clusters

South Caroina Depariment of Commerce NI

South Carolina Department of Parks,
Recreation and Tourism; and...

Several hundred people who participated
in our surveys and interviews

Monitor in-depth interviews and survey of key industry, academic and
government leaders; June—September, 2002

ospitality and Tourism-09-29-03-PMA

111 regional and cluster experts

e 59 Cluster interviews
— 7 automotive
— 9 chemical products
— 9 textile
— 34 hospitality and tourism

e 62 Non-cluster interviews
— 19 Private sector
— 8 Academic
— 4 Government
— 8 Rural
— 23 Economic development orgs

Copyright © 2003 Monitor Company Group, L.P. — Confidential — CAM
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Key Issues:

e Average wages in South Carolina were 80.5% of the U.S. average in 2001

e South Carolina’s wage growth was 3.6% from 1990-2001, vs. 3.9% for the U.S.
e Unemployment in the state was 7.1% in October 2003, vs. 6.0% for the U.S.

e The rise of many low cost competitors (e.g., China) means that these trends will
persist unless South Carolina moves away from its traditional low cost positioning

Project Objectives:

e Bring together the relevant stakeholders in the region

e Assess the competitive position of the state and selected clusters
¢ Identify key challenges, opportunities, and new strategic directions

e Install a process to act on the findings from the study and measure progress

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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e Competitiveness is not low wages or low taxes
e Competitiveness is productivity:

— Productivity depends on both on the value of products and services (e.g.,
uniqueness, quality) as well as the efficiency with which they are produced

— Productivity is not measured as units produced per worker, but as value
produced per worker

— It is not what industries a region competes in that matters, but how firms
compete in those industries

— Productivity sets a nation’s or region’s standard of living

— It is highly productive workers that will attract companies to a region, allow
existing companies to grow, and lead to job creation in that region

\ 4

e Nations or regions compete in offering the most productive environment for
business

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Grapestock

Fertilizer,
Pesticides,
Herbicides

Grape Harvesting
Equipment

State Government Agencies
(e.g., Select Committee on Wine
Production and Economy)

Irrigation
Technology

California
Agricultural
Cluster

Wineries /
Processing
Facilities

Growers /
Vineyards

A

Winemaking
Equipment

Barrels

Bottles

Caps and Corks

Labels

Educational, Research, and Trade

Organizations (e.g., Wine Institute,
UC Davis, Culinary Institutes)

Source: California Wine Institute, Internet Search, California State Legislature. Based on Research by MBA
1997 Students R. Alexander, R. Arney, N. Black, E. Frost, and A. Shivananda

HDG-LID-Hospitality and Tourism-09-29-03-PMA

Public Relations

and Advertising

Specialized
Publications
(e.g., Wine Spectator,
Trade Journal)

Tourism Cluster

Food Cluster

Copyright © 2003 Monitor Company Group, L.P. — Confidential — CAM
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Context for
Firm
Strategy

and Rivalry ™

e A local context that
encourages sustained

— investment in —_— Demand

Conditions

Factor
Conditions

upgrading \
:' e \igorous competition :
'-, N among locally-based Ve :'
rivals e A core group of demanding
e Factor (input) v local customers

quantity e Unusual local demand in

,., \ gedzfgrg:g specialized segments that
_ Industries can be served globally
.. ® Factor quality e Customers whose needs .~
.. @ Factor ” anticipate those elsewhefe
“.._specialization e A critical mass of capable .

local suppliers
e Clusters instead of isolated
industries

Institutions for
Collaboration

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Old Model New Model
e Government drives economic e Economic development is a
development through policy collaborative process
decisions and incentives involving government at

multiple levels, companies,
teaching and research
institutions, and institutions for
collaboration

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Agenda

e Overview of the South Carolina Competitiveness Initiative

Findings for the State of South Carolina Overall

e Findings and Implications for South Carolina’s Tourism Cluster

e Next Steps for South Carolina

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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South Carolina Performance Indexed to the United States
1.5
Average U.S. Growth=1
Losing the Lead Increasing the Lead
Employment’ O .
South Carolina Establlshrr;ent
Growth
Level Indexed Average U.S. Level=1
to United 1.0
States
<> Average Wage. O
Unemployment GSP per ManUfaCturing
(-6.25; 0.81) Worker Exports per Worker
0.5 Patents p2er ’ Fast Growing Firms
’ Worker ] per Worker*
Employment Catch
. . atching-u
Falling further Behind g-4p ‘
IPOs per SBIR Award
Worker . Value per
(~4.55; 0.00) VV<Ianture C\)/?/pltfl Worker
. ‘ O alue per Worker (91.50: 0.30)
-2 -1 0 1 2 3 4 5 6 7 8
O Metrics of the Traditional Strategy South Carolina Growth Indexed to the United States

. Metrics Traditionally Not Targeted

Note: ' South Carolina employment level indexed to the U.S. level by using growth over past six months as a proxy. 2 “Growth” is patent growth, not patent per worker growth. 3 Same as “employment”
except using past two years’ growth. 4 Fast growing firms “most recent value” and “growth” for South Carolina measured relative to seven southern states used in previous analyses.

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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South Carolina Share of National Employment by Employment Share Growth 1990-2001

6.0% : .
Texti |es | < ) Power Generation/
| Transmission
5.5% | \
IChemical Products
5.0% |
I
. I
4.5% Construction )
Materials : Mc;toranven
roducts
4.0% |
Cluster ° O | |
Percentage of | O _
National 3.5% Apparel —— I _ Furniture
Employment, | Production
2001 3.0% : Technology O
) Processed Food —  Lighting/ (_)— Forest Products :
Electrical | Automotlve
2.5% Heavy Construction Equment
Services Hospitality/Tourism _
2.0% Plastics I Building Fixtures/Equipment/Services Biopharmaceutical erospace Engine:
. ] R R .
° South Carolina Share of : 9 quip Comml'mlcatlons (206.1%; 2.36%)
National Employment: Heav | Equipment
1.5% o 143% _ _ =i chlnery_ __________________________
Sporting Goods 4' Entertainment
P ’ |_O Metal Manufacturing O (123.5%: 0.88%)
o, : ) ;0.
. . 1.0% Information prefapricated —— Transportation/Logistics
Medical Devices Technol
echnology  Enclosures
(-61.2%; 0.68%6 R Financial Services— ' Leather Products
5% o @ Education/ | . Publishing/Printing O —— Aerospace Vehicles/Defense (103.6%; 0.82%)
Knowledge | [Business A i
o Analytical InstrumentsJ Crpating : Services Distribution Services
0.0% Agricultural Products—!
-50% -25% 0% 25% 50% 75% 100%

= 50,000 Employees ) )
Change in Share of National Employment, 1990-2001
Note: Traded clusters with less than 1,000 employees in South Carolina are not displayed. These clusters are Oil & Gas Products & Services; Tobacco; Fishing & Fishing Products; & Footwear.
Clusters located out of scale have been placed on the border with coordinates labeled (% change in national cluster employment share; % of national cluster employment).
Source: Cluster Mapping Project, Institute for Strategy and Competitiveness, Harvard Business School

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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It is often believed that average wages in South Carolina are lower than for the US
because of:

o Afew large, low wage cluster;

— But, the data indicate wages are relatively low across almost all of South Carolina’s
clusters;

e The relatively large rural population;

— But, the data show that lower wages in South Carolina metros explain far more of the
gap between South Carolina and the US;

e Lower per capita income in the relatively large African-American community;

— But, data indicate that per capita income in South Carolina is relatively low across all
demographic groups

What accounts for South Carolina’s lower average wages?

e Competitiveness

— Average wages are lower because of lower value created per worker per year in
South Carolina

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Advantages:

e Low cost of doing business: wages,
taxes, rents, utilities

e Flexible, hard working labor force

e High quality of life along some
dimensions

e (Good transportation infrastructure:
seaport and interstates

e Responsive, high quality technical
colleges

e Proximity to assets in
Georgia and North
Carolina (e.g., capital,
air and seaports, research)

Disadvantages:

e Relatively few advanced degree
holders: scientists and engineers

e Limited supply of skilled workers:
technicians, advanced metal workers

¢ Relatively weak K-12 and
advanced educational systems

e Lack of first-tier research universities
e Limited air access: few direct flights

Factor
Conditions

HDG-LID-Hospitality and Tourism-09-29-03-PMA

Advantages:

Disadvantages:
e Limited local competition
¢ Difficult environment for start-ups

e Few local headquarters or core operations

Context
for Firm Strategy

and Rivalry

Demand
Conditions

Related and
Supporting
Industries

Advantages:

e Presence across numerous
manufacturing oriented clusters

Disadvantages:

e Few high quality, specialized
suppliers

Advantages:

e Sophisticated (albeit
few) manufacturers
across many clusters

e Frequent feedback
between end-user
manufacturers and
suppliers

Disadvantages

e Consumers are not
as sophisticated and
trend-setting as in
other states

e Limited interaction with local
suppliers on product and
process development

Source: Monitor Regional
Competitiveness Survey,
Interviews, Monitor Analysis

Copyright © 2003 Monitor Company Group, L.P. — Confidential — CAM
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Advantages:

¢ Historically responsive
to needs of relocating
companies: e.g., rapid
set-up times, worker
training packages, etc.

Disadvantages: Government Advantages:

¢ Incentives and
attention skewed to
attracting large outside
firms to the state

e Many effective
organizations for
marketing South
Carolina, and selling
companies on the state

Context
for Firm Strategy
and Rivalry

Factor Demand
Conditions Conditions

Related and
Supporting
Industries

Disadvantages:

e Limited coordination
- between universities and
Institutions for companies
Collaboration s cluster-specific

institutions for
collaboration

e Few organizations
working to upgrade the
quality of all elements in
the business environment

Source: Monitor Competitiveness Survey, Interviews, Monitor Analysis

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Agenda

e Overview of the South Carolina Competitiveness Initiative

e Findings for the State of South Carolina Overall

Findings and Implications for South Carolina’s Tourism Cluster

e Next Steps for South Carolina

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Past Studies Reviewed February 4, 2004

e 2003 Governor’'s Quality of Life Task Force Report

e 2003 The Contributions of Travel & Tourism to South Carolina’s Economy

e 2002-2003 South Carolina Department of Parks, Recreation, and Tourism Marketing Plan

e 2002 The South Carolina Challenge: Regional Economic Analysis

e 2002 The New Challenge for the Charleston Region: Building an Innovation Economy

e 2001 South Carolina Tourism Report Series (various)

e 2001 South Carolina: WTTC’s The Impact of Travel and Tourism on Jobs and the Economy

e 1999 A Vision for the Future of South Carolina’s Tourism Industry As Envisioned by the
Tourism Industry

Source: Monitor analysis of select studies, and Monitor interviews of private and public sector leaders
HDG-LID-Hospitality and Tourism-09-29-03-PMA
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We have conducted 34 interviews of regional leaders in the tourism cluster

Private Sector Private Sector

e Scott Blue - Sales and Marketing Director,
South Carolina Aquarium

e Andy Cajka - General Manager Southern
Hospitality Group
e John Curry - President, The Curry Company

e Prem Devadas - Managing Partner, Kiawah
Island Golf Resort

e John Durst - Vice-President of Strategic
Planning/Public Affairs, C.C. Riggs

e Paula Ellis - Publisher, The Sun News

e Mary Eaddy - Wordsmith, Inc.

e Shep Guyton - Silver Carolina Development

e Andrew Gurtis - President, Darlington Raceway

e Satch Krantz - Director, Riverbanks Zoological
Park

e Peter Macintyre - General Manager, Ripley’s
Aquarium

Source: Monitor interviews of private and public sector leaders
HDG-LID-Hospitality and Tourism-09-29-03-PMA

Mickey McCamish - Myrtle Beach Golf Holiday

Frans Mustert - President & CEO, Patricia
Resorts

Michael Poynter - Vice President and General
Manager, Radisson Plaza Hotel

Bettis Rainsford - President, Rainsford
Development Company

Ed Riggs - Director of Sales, Charleston Area
Convention Center

Dick Rosen - FHTP Production

Dennis Wade - President & CEO, The Jackson
Companies

Douglas Wendel - President & CEO, Burroughs
& Chapin Co., Inc.

Steve Wilmot - Director, Heritage Classic
Foundation

Copyright © 2003 Monitor Company Group, L.P. — Confidential — CAM
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Academia Cluster-Specific Organizations

e Helen Hill - Director, Charleston Area
e Carl Boger - Chairman, School of Hotel, Convention and Visitors Bureau

Restaurant and Tourism e Tom Sponseller - Executive Director, Hospitality
e John Crotts - Director of Hospitality and Association of South Carolina

Tourism Program, College of Charleston e Chris Stone - President, Greenville Convention
e Cate Ferriera - Associate Professor, Horry and Visitors Bureau
Georgetown Technical College)

e Gary Loftus - Director, Center for Economic G
Coastal Carolina University overnment

e Frankie Miller- Dean of Hospitality, Trident e Mike Flack — Executive Director, Columbia
Technical College Metropolitan Airport

e Pat Moody - Dean of the College of Hospitality, e Julie Flowers - Senior Research Manager,
Retail and Sport Administration South Carolina Department of Parks,

e Al Parish - Director of the Center of Economic Recreation and Tourism
Forecasting, Charleston Southern University ¢ |sabel Hill - Director of Policy and Research,

South Carolina Department of Parks,
Recreation and Tourism

e Chad Prosser - Director, South Carolina
Department of Parks, Recreation and Tourism

Source: Monitor interviews of private and public sector leaders
HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Preliminary Demographics from the Hospitality and Tourism Survey ey 2004

We have also surveyed 80 private and public sector leaders in the cluster

Where is Your Company Located? What type of business are you in?
Beaufort / Hilton Head Tourism Related Services 30%
Charleston
Columbia Tourism Attractions 18%
, Florence Accommodations 16%
Greenville-Spartanburg .
Myrtle Beach Related Professional Services 16%
Rock Hill 0
Sumter Other | 14% .
| 0% 50% 100%
0 0 (V)
0% 50% 100% What percentage of your sales are to South
How Many Employees are There? Carolinians?
0-50 66% 0%-10%
51_900 11%-25%
201-500 26%-50% 35%
o
501-2,000 S1%-75% 2%
' )
2 001+ 76%-100% 23%
0% 50% 100% 0% 50% 100%

Source: Monitor Regional Competitiveness Survey
Note: this presentation includes survey response data from 80 tourism private and public sector leaders
HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Agenda

e Overview of the South Carolina Competitiveness Initiative
e Findings for the State of South Carolina Overall

e Findings and Implications for South Carolina’s Tourism Cluster

— Implicit Strategy

e Next Steps for South Carolina

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Components of

South Carolina’s Current Implicit Strategy:

a Strategy
Objectives e Increase the number of visitors to South Carolina
Positioning o Family relaxation for drive-in, out-of-state tourists
Value e Long, unspoiled coastline with both upscale and low-cost offerings
Proposition e Southern Hospitality

e Accessible beaches and beach-front communities
Assets e Charleston historic district and military history sites
e Numerous world-class golf courses

e Relatively fragmented tourism promotional system with power at
- local levels

Organization o Government-led tourism strategy and promotion

e Limited number of statewide institutions for collaboration

Source: SCPRT FY 2002-2003 Marketing Plan; Monitor analysis and interviews of private and public sector leaders
HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Type of Tourist South Carolina Should Prioritize and Target February 4, 2004

What type of tourist / trip should South What is the traveling profile of the type of tourist
Carolina prioritize and target? that South Carolina should prioritize and target?

Leisure ” Traveling with spouse and/or children

Traveling with spouse only

. 1)

Business I 6% Traveling with others (not spouse/kids)
| Traveling alone
0% 50% 100% I I
0% 50% 100%
What age group should South Carolina What is the length of stay of the type of tourist
prioritize and target? South Carolina should prioritize and target?
Under 18

18-25 years old 1-2 days 9%

26-40 years old

41-54 years old 3-5 days 1%
55-64 years old
1)
65+ years old 5+ days 21%
0% 50% 100% 0% 50% 100%

Source: Monitor Regional Competitiveness Surve
HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Survey Results
Type of Tourist South Carolina Should Prioritize and Target

Top three countries South
Carolina should target

Top three states South Carolina
should target

Origin of the type of tourist South
Carolina should target

North

. 1 54% UK 2%
Carolina
Out-of-state Ohio 153% Germany 68%
tourists
Georgia 44% Canada 168%
New York 34% Japan 35%
In-state Virginia 32% France 12%
) 6%
tourists Florida 27% Spain |15%
New 1 o, Australia ||6%
Jersey
Texas | 4% China ||4%
International o
tourists 4% California [|{4% Taiwan | 3%
Tennessee [ 2% Italy | 3%
0% 50% 100% 0% 50% 100% 0% 50% 100%

Percentage of Total Percentage of Total Percentage of Total

Source: Monitor Regional Competitiveness Survey

HDG-LID-Hospitality and Tourism-09-29-03-PMA

Copyright © 2003 Monitor Company Group, L.P. — Confidential — CAM



Working Papers
Survey ReSU ItS South Carolina Competitiveness Initiative

For discussion purposes only

Reasons for Coming to South Carolina and Main Direct Competitors "4 20%

Main reason tourists Top direct competitor to South
come to South Carolina Carolina in attracting tourists
Relaxation 63°/l Florida 63%
Heritage North Carolina
Georgia
Other
Virginia
Golf Tennessee
Driving through | 4% Other [1%
Visit Family / Friends [l 4% Louisiana | 1%
Education/Culture § 3% Texas 0%
Business Mississippi |0%
: 1%
Meeting/Conference Kentucky 0%
Shopping 0% California |0%
Adventure (0% Arizona |0%
0% 20% 40% 60% 80% 0% 20%  40%  60%  80%

Source: Monitor Regional Competitiveness Surve
HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Historic Traveler Composition and Trip Characteristics February 4, 2004

There are 98.9 million historic travelers accounting for 141.7 million person-trips
B Historic Traveler

Annual Household Income of [ ] Average Traveler
Historic Travelers

_ - 6
$800 5727 .
30% $700 - .
25% - $600 - .
20% - $500 - $547 3.4 Days
15% 1 $400 - L3
10% - $300 - P
D7 3 $200 -
OO/C) ~ T T T T - 1
$100 -
Ny - - = %
& P g P 50 - 0
R (ﬁ)\é-’ @‘g ,@g *1:'0& Average Length of
S S S S ,\00 Spend/House Stay
e hold*

Note: Spend does not include transportation to/from destination

Source: Travel Industry Association, 2001; Monitor analysis
HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Largest Countries by Number of Outbound Trips,
Expenditure, and Expenditure Per Capita on Outbound Tourism

Top 20 Countries by Outbound Tourism
Expenditure Per Capita, 1999

Top 20 Countries by Total Expenditure
on Outbound Tourism, 1999

Germany Saudi Arabia 1,906
UK Greece 1,810
Japan Norway 1,622
France Austria 1,402
ltaly China 1,313
Netherlands Japan 1,270
Canada Russia 1,249
China Brazil 1,242
Austria Sweden 1,110
Belgium Denmark 1,051
Saudi Australia 1,002
Sweden Israel 932
Russian Indonesia 908
Switzerland Italy 858
Australia Korea 845
Taiwan Thailand 835
Spain India 812
Ukraine USA 804
Denmark New Zealand | 801I |
0 20,000 40,000 60,000 $0 $2,000 $4,000 $6,000

Outbound Tourism Expenditure

Expenditure (USD$ thousands) Per Capita (USD$)
er Capita

Source: World Tourism Organization, 1999:; Monitor Analysis
HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Visitors and Direct Expenditures for
South Carolina, North Carolina and
Florida, 2001

80 73.0 | $80
69.5 |
|
60 - l - $60
NC i 50.8
43.2 l
MM 40 - | | 540 USD
Visitors i Billions
i 20.2
20 A SC i Ne=| [ $20
29.8 | | 13.1
| SC
0 - ' i $0
Visitors Expenditures
[l Florida [ ] Carolinas (SC + NC)

** North Carolina expenditures for 2001 include estimated expenditures of international visitors
Source: TIA May 2003 Forecast Summary, SC PRT, FL 2002 Governor’s Conference on Tourism; Monitor Analysis

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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% of Domestic and International Visitor Origin of South Carolina’s
Trips* in the US and South Carolina, 2001 International Visitors, 1999
| 5% 90%
100% - 96.1 %97-4%i
| 3.9% 4 75% 1 13%
80% A I
i - 60% -
| 26% | °7° _
60% - | ° Passing
i - 45% 1 through 45%
40% - | < (of 73%)
: S0% - 22%
|
20% 1 | - 1% -
i 15% -
V)
0% - ' 0% %/"
Domestic International 0% -
Tourists Tourists Canada UK & Other
. United States |:| South Carolina Germany

* Visitor Trips exclude ‘pass through’ visitors to make SC comparable to the U.S.

Source: TIA May 2003 Forecast Summary, SC PRT, FL 2002 Governor's Conference on Tourism, WTTC South Carolina Report; Monitor Analysis

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Domestic Tourist Volume and Composition February 4, 2004

South Carolina’s Domestic Tourist Volume, 1999

29.1 million 28.3 million 23.6 million
total visitors domestic visitors out-of-state visitors

International
K s e e T

South
Carolina

destinations

Passing 64%
through

36%

Out-of-state
83%

Domestic
97%

In-state
17%

Source: WTTC South Carolina Report, 2000; Monitor Analysis

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Average Total Spend per Overnight Tourist Party by Origin, 2001

Spend per Day Average Total

per Party X Number of Days — Spend per Party
(USD) (USD)
uUsbD Days usb
$300 10 $2,500
$248 8.1
] . 2,007
$250 g - 7.5 $2,000 A $2,00
200 -
® 61 5.2 $1,500 -
$150 - $121 $911
$100 | ¥89 7 81,0007
$465
$50 ] 2 — $5OO 1
$0 0 $0
XS oS 2
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< O o L P o Q

Source: WTTC South Carolina Report, 2000; SC PRT; Monitor Analysis
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Summary of Tourism Trends Analysis February 4, 2004
e Travel is increasingly year-round e Broaden and increase attractiveness of
off-season offerings
e Shift towards more active, adventurous e Leverage diversity of natural preserves
travel
« Family vacations are increasing as a e Further attract families by continuing to
percentage of total trips develop and upgrade related attractions

e Numerous historical assets can be

e Travelers increasingly looking for an _ o os _
leveraged in combination with other draws

experience
— Historic/Heritage travelers — Charleston, historic sites, plantations
o Key small countries exhibit higher spending e Develop a comprehensive segmentation of
per tourist than traditional large countries international markets
e Long-haul visitors spend more per trip than e Measure success by spending per visitor
drive-in visitors rather than number of visitors

Source: Monitor analysis
HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Agenda

e Overview of the South Carolina Competitiveness Initiative
e Findings for the State of South Carolina Overall

e Findings and Implications for South Carolina’s Tourism Cluster

— Competitiveness and Economic Performance

e Next Steps for South Carolina

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Employment Level, Growth and National Share February 4, 2004

Employment Level, Growth and National Share of the 20 States with the
Largest Hospitality and Tourism Employment (and South Carolina)

350,000 ; PR
CA National Hospitality and
‘ Tourism Cluster Growth: 2.3%
300,000 ‘ FL
250,000

Hospitality
and Tourism
Cluster 200,000
Employees,
2001

@

150,000

X
“YQ ®
100,000 NJ ‘ IL

GA AZ

MA
50,000 ® “ ~ @\cC VN @ @ LA
i MO Ao M cO | @south
Carolina
0
-2% -1% 0% 1% 2% 3% 4% 5% 6%
Q 5% Share
Compound Annual Growth Rate of

Hospitality and Tourism Employment, 1990-2001

Source: Cluster Mapping Project, Institute for Strategy and Competitiveness, Harvard Business School
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Number and Growth of Establishments February 4, 2004

National Hospitality and Tourism Cluster
Establishment Growth: 2.6%

7,000
’ A
. FL
TX
6,000 NY .
5,000
Hospitality and
Tourism 4,000
Estab’s, 2001 PA 0
3’000 . OH 7 o .IL ° NC
NJ * VA
MA . GA MN, « CO
2,000 ° AZ
MO
‘ A
NV South Carolina
1,000 o
e HI
0
0% 1% 2% 3% 4% 5% 6%

Compound Annual Growth Rate of
Hospitality and Tourism Establishments, 1990-2001

Source: Cluster Mapping Project, Institute for Strategy and Competitiveness, Harvard Business School
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Average Wage and Changes in Average Wage February 4, 2004

Cluster National Average
Wage Growth: 3.9%

$30,000
NY_ Hi
NV _
MA
Hospitality $25,000 &
and Tourism
Average
Wage, 2001 ° NJ
? CA IL National Hospitality and Tourism
___________________________________ ° __Cluster Average Wage: $21,253
$20,000 PA. i . CO
LA » AZ NC
GA | VAOH IX MO
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South Carolina
$15,000

3% 4% 5% 6%

Compound Annual Growth Rate of
Hospitality and Tourism Wages, 1990-2001

Source: Cluster Mapping Project, Institute for Strategy and Competitiveness, Harvard Business School
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U.S. versus South Carolina February 4, 2004

Key Per Visitor Metrics of South Carolina and United States Tourism
Industry — 2001

500
B United States $418
400 - @ South Carolina
300 A $278
$202
2001 160 158
100 -
$50 $35  gos
0 - |
Visitors per H&T Gross Tourism Capital Investment Transaction Taxes
Employee Product USD per USD per Visitor USD per Visitor
Visitor

* Visitor Trips exclude ‘pass through’ visitors to make SC comparable to the U.S.
**Transaction Taxes using projected for SC 2001, actual U.S. 2002
Source: SC PRT; TIA; WTTC United States Report, 2003; Monitor Analysis
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Agenda

e Overview of the South Carolina Competitiveness Initiative
e Findings for the State of South Carolina Overall

e Findings and Implications for South Carolina’s Tourism Cluster

— The Business Environment and Strategic Implications

e Next Steps for South Carolina
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Issues Emerging from the Interviews February 4, 2004

“More tourists are not always better. We should do more strategic planning on

Strategy what segments do we want to promote.”

“The problem is that we don’t think strategically, we think politically.”

“We do almost no packaging here, no collective marketing. Each company/region
can stand alone, but stands to gain much more if they would work together.”

Collaboration | “\ve need to cooperate more with other regions inside and outside the state. Nine
to thirteen days European visitors don'’t go to just one destination. PRT would be
a good catalyst for that.”

“People are hungry for historical places - | really believe it is a great opportunity if
we are able to develop a meaningful tourism experience.”

“Most of our off-season marketing has been based on price, instead of making an
exciting product offering.”

“We have the chance of making South Carolina a total model of what should be done
in H&T education, involving high schools, colleges, universities and industry in topics

Labor, from workforce training, to grad level education and research.”

Education,

“There is no reason why our universities could not be the premiere research center
and Research

for tourism in the US, why they could not take the lead in setting metrics and
standards. We should have a world class H&T Program here.”

Source: Monitor interviews of private and public sector leaders; Monitor analysis
HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Findings from the Surveys and Interviews

February 4, 2004

Advantages:

¢ Intense local competition
Disadvantages:

o Few local headquarters of core operations

o Limited collaboration between firms on development of integrated
[ o == = == _ . — product offerings

e Attractive assets, including climate, —  pighly fragmented industry lacking major anchor organizations

Advantages:
¢ Relatively high number of airports

golf courses, coastline, mountains

l
I « Unique military and American Context Advantages:
| _historyassets for Firm Strategy e Frequent feedback from
Disadvantages: and Rivalry customers on product
e Lack of hub airport means Zimprovements
few direct flights to key Factor Demand Disadvantages:
markets Conditions Conditions o Relatively small
and expensive fares presence of
« Relatively weak K-12 and \ Related and international visitors
Supporting o Lack of high-end

specialized advanced educational
programs for locals

Industries

tourism consumers
beyond Hilton Head

o Limited supply of local skilled Advantages: and Charleston
workers A number of specialized transportation-related
e Lack of interstate access to Myrtle sub-clusters
Beach Disadvantages:
e Underdeveloped port passenger e Relatively low quality of suppliers
terminal in Charleston e Limited interaction on new product development
e Few specialized tourism research e Few support industries that capture a significant portion
centers of the value chain (i.e., tour operators, reservation

systems, large travel agencies)
Note: Red bold letters illustrate key themes; Dotted boxes indicate potentially leverageable assets

Source: Monitor Competitiveness Survey, Interviews, Monitor Analysis
HDG-LID-Hospitality and Tourism-09-29-03-PMA
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South Carolina Competitiveness Initiative
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February 4, 2004

Advantages:

e Relatively good recent
collaboration between
public and private sectors

e Recent improvements in
marketing and promotional
efforts
by the state

Government

Context
for Firm Strategy
and Rivalry

Disadvantages:
e Need for greater support for
specialized education and

training programs

e Lack of adequate market
research

e Limited funds available for
tourism promotion and
perceived overall lack of
support from the legislature

e Historically limited role in
providing policy
framework and catalyzing
collaborative efforts

Factor Demand
Conditions Conditions

Related and
Supporting
Industries

Institutions for

Collaboration

Note: Red bold letters illustrate key themes; Dotted boxes indicate potentially leverageable assets
Source: Monitor Competitiveness Survey, Interviews, Monitor Analysis

HDG-LID-Hospitality and Tourism-09-29-03-PMA

Advantages:
e Emergence of several

regional organizations for
and initiatives aiming to
build networks

o Effective organizations for

marketing key tourism
destination areas

Disadvantages:
o Few statewide

organizations working to
upgrade the quality of all
elements of the business
environment

Limited coordination
between universities,
government and
companies

Numerous regional
cluster institutions yet
limited focus on building
partnerships

Copyright © 2003 Monitor Company Group, L.P. — Confidential — CAM
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Visitors

Updated Strategy Product Offering

Identify attractive Create a differentiated Identify and create
position that provides the assets that set South
right destination for the Carolina apart:

right tourist segments by:

segments using key
criteria:

e Coastline and
Improving visitor mix beach resorts
Packaging, cross-selling, e Historic cities,

and cross-promoting towns, plantations,
Broadening and upgrading and military sites
of product offering e Golf courses

e High per capita
tourism expenditures
e High conversion rate

o Cost-effective
marketing and
distribution channels

Critical mass of Increasing conversion of e Southern hospitality

[ -

visitors p§§ts-through / business « State parks and
Adequate VISIIOrs forests

’ J - Increasing shoulder e Cultural attractions
transportation season occupancy \ :
infrastructure in . ) e Family attractions
place Leveraging tourism to e Retail offering

attract talent and
businesses to SC

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Agenda

e Overview of the South Carolina Competitiveness Initiative

e Findings for the State of South Carolina Overall

e Findings and Implications for South Carolina’s Tourism Cluster

Next Steps for South Carolina
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New Directions for South Carolina February 4, 2004

e Create Jobs: traditional objectives were to e Raise Prosperity: new objectives should be to
create jobs and attract capital investments raise the prosperity of South Carolinians
e Low Cost: South Carolina has competed as e High Value: South Carolina must begin to
a low cost location using: compete by enabling firms to create higher
— Tax breaks and incentives; value, which will:
— Abundant labor; and — Raise prosperity; and
— Good physical infrastructure — Lead to job creation, and capital investments
¢ Recruit Companies: efforts targeted outside e Build Clusters: efforts should include:
operations based on the number of jobs and — Upgrading business environment to retain
size of investments they would bring and grow companies; and

— Recruiting companies based on fit with
existing clusters and assets; and

— Investing in new assets to seed clusters

e Government in the Driver’s Seat: e Public-Private Collaboration: development
government has led with effort and skill from should be a collaborative process involving
the executive branch, and tax incentives and government at multiple levels, as well as firms,
regulatory policy from the legislative branch teaching and research institutions, and

institutions for collaboration

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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To achieve this vision South Carolina should pursue several campaigns, including:

4 )

Campaign 1: Activate and Upgrade Clusters

Campaign 2: Continue to Enhance Education and Workforce Training

Campaign 3: Invest in Research and the University System

Campaign 4: Increase Support for Start-ups and Local Firms

~

Campaign 5: Create an Explicit Economic Development Plan for Distressed Areas

~

Campaign 6: Create New Institutions to Support Economic Development

Campaign 7: Launch Internal and External Marketing Campaigns

( )

Campaign 8: Measure Progress

(&

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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Accountable for Specific Results February 4, 2004

e Co-chaired by Governor Sanford and Ed
Sellers

on Competitiveness e Executives from business, academia,
government (executive and legislative

branches)
e Business, academic, and government leaders Executive e About 30—40 individuals

e About 10-12 individuals Committee
Coordinating
Staff

South Carolina Council

Sup_portlng Campaign 1: Working Groups
Institutions: Activate
Campaign 2: Campaign 3:
Dept of Commerce Clusters Education / Research /
PBF Workforce Universities
Palmetto Inst Autos
SCEDA -
SCMA Chemicals Campaign 4: Campaign 5:
SCRA : Start-ups / Distressed
Etc. Textiles Local Firms Areas
Tourism
Campaign 6: Campaign 7: Campaign 8:
Others New Marketing Measure

Institutions Campaigns Progress

HDG-LID-Hospitality and Tourism-09-29-03-PMA
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South Carolina Competitiveness Initiative

Project Overview and Hospitality and Tourism Cluster

INNOVATION
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BUSINESS ENVIRONMENT
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