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Sports, events make econom c inprint
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INthe past five years, major events, both local and internationally
recogni sed | i ke the annual Ml aysian Fornula 1 Grand Prix, first organised
in 1999 at the Sepang International Grcuit, Colours of Ml aysia and Le
Tour de Langkawi , have had and conti nue to have a substantial enduring

i npact on the growt h of international travel to Ml aysia

A nunber of key factors have contributed to this situation. Over the
past 10 years, the Governnment and the private sector have nade mgj or
investments and efforts in creating and noderni si ng what i s being offered
to participants and spectators, donmestic and i nternational, and
i nprovenents to its nanagenent.

The benefits resulting fromanobng others, the post-nega event visitors
who cone to Mal aysia as a result of the worl dwi de exposure by the event,
are the nore obvious and vi si bl e ones. However, the | ong-term econonic
benefits fromsuccessful nmega and | ocal events are very large, larger in
total than the short-termeconom c benefits of hotel occupancy, room
ni ghts and per capita spending. Sports and tourismare key el enments of
today's cul ture and soci al devel opnent and exert a very specific influence
on the behavi our of present day society.

As a multi-billion dollar industry, sports has beconme a doni nant and
defining forceinthelives of nmillions of people globally. An exanpl e of
its value is the fact that gl obal sports sponsorshi ps have reached RW/6
billion annually.

Statistical and data collection linmtations make it inpossible to
measure with certainty the multiplier effects generated for the Ml aysi an
econony through sports and other touri smevents.

According to the Wrld Travel and Tourism Council (WTC), in 2001, the
Mal aysi an travel and tourismindustry is estimted to have generated
RMB9. 8 billionin economc activity (total demand). The i ndustry's direct
i npact included 393, 600 j obs, representing 4.2 per cent of total
enpl oynent and RML6.9 billion of gross donestic product (GDP), equival ent
to 4.7 per cent of total GDP

More i mportantly, since the travel and tourismindustry touches al
sectors of the econony, it is called the T&T Econony, with nore
conprehensive “flowthrough effect' that pernmeates across the whol e
economy. Hence, its real inpact is even greater. In 2001, Ml aysia's T&T
Econony directly and indirectly accounted for: 822,900 j obs representi ng
6. 8 per cent of total enployment; RM39.1 billion of GDP, equivalent to
10. 8 per cent of total GDP; RM39.1 billion of exports, services and

mer chandi se or 8.8 per cent of total exports; RML1.1 billion of capita
i nvestnent or 12.0 per cent of total investment; RML.1 billion of
government expenditure or 2.1 per cent of total; and, RMb.3 billion in

taxes or 10.5 per cent of total taxes.

Various forecasts for Malaysia's travel and tourismindustry indicate
expect ed annual i sed real growth in 2010 of 6.1 per cent in Travel &
TourismGDP, to RM38.7 billion for the industry directly and to RVB6. 3
billion for the Travel & TourismEconony overall (direct and indirect
expenditure). 2.5 per cent in Travel & TourismEnpl oynent, to 520, 700 j obs
directly intheindustry and 1.0 nillion jobs in the Travel & Tourism
Econony overall (direct and indirect) 6.4 per cent in total Travel &

Touri smDemand to RML58.2 billion, 6.6 per cent in visitor and ot her
exports, rising to RM3.3 billion, 5.0 per cent interns of capital



i nvestnent, increasing to RM20.8 billion, 6.3 per cent in terns of
government expenditure to RM3.6 billion.

These nunbers are al so anpl e evi dence of the cl ose rel ati onshi p bet ween
sports and tourism considering the fact that sports and other events in
general account for nore than 30 per cent of total tourismreceipts and
activities.

Sports have trenendous appeal both on account of their conplexity and
the positive spin-offs they can stinmulate. A case in point is the 2000
Fornmula 1 Grand Prix, which generated approximately RV6OO million in
direct and indirect revenue for the Ml aysi an econonmny.

Frequently, the econom c i npact of major events i s understated, such as
the i ncrenental social benefits or non-quantified nonetary benefits
accrued to the community fromthe project. For exanple, inprovements in
transportation infrastructure may | ead to reduced travel tines, reduced
travel costs, fewer accidents or the opening up of new busi ness
opportunities. Sinmlarly, event facilities such as the Sepang
International Crcuit or the Bukit Jalil Stadiumw || have a positive
addi ti onal but uncounted i npact on the conmmunity.

These are the nore obvious benefits and multiplier effects of event
tourism

Froma macro economni ¢ and strategi c perspective, an equally, if not nore
i nportant, aspect that is often overl ooked are technol ogy and i ndustri al
devel opnent opportunities. For exanple, fornmer Prine M nister Tun Dr
Mahat hi r Mohanmad' s vi si on of transform ng Mal aysia i nto a preni umnot or
sports destinati on not only gave Mal aysi a one of the world's best Fornul a
1 tracks but al so stimulated the autonotive industry, creating technol ogy
clusters and excell ence t hrough spin-offs. By the sane token, the Petronas
partnership with the Sauber Formula 1 teamand t he Proton/ Kenny Roberts
venture have provi ded Mal aysia the opportunity to train its brightest
young engi neers and creating a significant technol ogy transfer benefit in
t he process.

Additionally, the experience gai ned through hosting the Fornula 1 event
successfully for the past five years has nade the Sepang | nternati onal
Circuit a showpi ece and benchmark for other countries aspiring to host an
F1 event. Del egations and study teans from Shanghai and Bahrai n have
regularly visited SICto study and emul ate our success, in the process
creating additional benefits beyond the nere hosting of the event itself.

Mega and | ocal events are begi nning to emerge as a key conponent of
touri smsupply. Increasingly, more and nore touri smdestinati ons and
countries are devel opi ng touri smproduct concepts, including events
revol vi ng around pl easure and adventure sports. These concepts enabl e
destinations to differentiate themsel ves fromtheir conpetitors and
consequently increase their conpetitive edge intheinternational market
pl ace.

Inthis context, it is inportant not to confuse econonic inpacts with
financial profits and | osses of events. An event may generate additi onal
tourisminpact due to visitor expenditure and it is very possible for an
event to earn | ess revenue than it costs to stage (i.e. has an operating
| oss). However, at the sanme tinme, the event can make a positive
contributionto the econony in additiontoraising the visibility of the
host country or city. At certain levels, if events are able to attract
sufficient foreign visitors, they may be worth staging even at a loss in
order to obtain the income that would flowfromthe total visitor
expendi ture.

For exanple, the Mnistry of Youth and Sports initiated the ~ GO KL'
canpai gn to generat e and conpl enent tourist arrivals in Ml aysia. Specific
programres i ncl uded t he sponsorship of "GOKL' Mnardi F1 team " The



Wrld s Strongest Man' event, Wirld TeamBadni nt on neet and Futsal Wrld
Chanpi onshi p

Large-scal e i nternati onal conpetitions and events attracting
partici pants and spectators have become an i nportant target market for
touri smdestinati ons. These destinations, |ike Mal aysia, have i nvestedin
the construction of well-equipped and attractive facilities and a
conprehensive infrastructure. This nmarket is starting to represent a
substanti al busi ness opportunity for the tourismindustry and, by the sane
t oken, can assi st in the devel opnment of our national sports and athl etes
t hrough conpetitions and training with worl d-class athletes.

Apart fromthe provision of physical infrastructure, transportation,
acconmodat i on and safety, education and trainingis critical to the
success of both the sports and touri smsectors.

The reality is that sports and event tourismal so reflects the val ues
and lifestyle as well as some of the sub-cultures of the fast changing
soci al structures that characterise the global village, and Mal aysia is no
exception. Newtrends and |ifestyl e emerge and t hey have a significant
i npact on the tourismindustry and, equal ly significant, the Mal aysi an
econony at | arge.
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