R Robertson

PROSPECTS IN INTERNATIONAL TOURISM AND THE
NEED FOR RESEARCH

General Manager
Airline Planning
Qantas Airways Limited

Sydney

New South Wales

ABSTRACT

International tourism holds great promise as &
Aey Australian exporter and employer and has
untapped potential. Hith world tourism
traffic forecast to grow between 5 and 7 per
cent a year, and up to double that for
Asla Pacific by the year 2000, there are
compelling reasons for us to not onl 'y refine
our  forecast methodology  bur also to
understand more about our customers and thelir
markerts.

IFf Australia is to compete successtfully with
other tourist destinations and maximice the
benefits of International tourism teo the
Australian economy and sociely then we must
add value to the touristr product. This means
developing a broad and Flexible range of
quality experiences ‘polished” with
compresensive figh gquality service delivery.
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INTRODUCTION

International tourism has become big business in Australia. With growth rates in
inbound tourism of 25-26 per cent over the past couple of years Australia has
become the fastest growing of the OECD countries. This growth has exceeded
expectations of even the most optimistic forecasters and with 2.2 million visitors

in 1988 expected to grow to over 5 million by the year 2000 the growth is set to

continue.

It has been estimated that international toutism adds 0.7% to GDP and provides a
net employment of 78,000 jobs. The nation will not secure maximum benefit
from, not achieve sustained growth without effort however. We need to know
more about the preferences of tourists once here and about the competitiveness
of Australia as a destination telative to others. We need to ensure suppott
infrastzucture is available when required - we thetefore need to prtoject the
quantum required. We also need to ptovide a consistent standard of service - of

high quality - throughout the industty.

This paper cutlines the value of tourism to Australia - based on reseatch by the
Centre for International Economics (1988), approaches to forecasting tourist
arrivals to Australia, and some work we have done within Qantas to learn more

about, and focus our efforts on, customer service.
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THE VALUE OF TOURISM TO AUSTRALIA
‘-——-—-—-.._.___________‘_—-—--.________

Tourism is an important Component of the services sector,

the largest seetgp in all developed nations,

The servigeg sector is

For example, a freighter

ssarily burchasing the goods,

In addition, in recent

been deer easing,
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Tourism is the major Australian services export, accounting for almost 53 per
cent of services exports, Valued at $4.5 billion in 1987/88, an increase of 18 per
cent on 1986/87, tourism has shown strong growth in recent years. In the last
decade inbound tourism tc Australia grew by almost 250 per cent from 631,000 to
some 2.2 million. OECD figures show Australia with a growth rate of aimost 25
per cent in 1987 experienced the largest increase in intetnational visitor arrivals
of all OECD countries. This compared with the QECD average of 6.5 per cent
Last year international tourism to Australia grew by a record 25 per cent,

The Centre for International Economics (CIE) (1988} has stated, to get the full
story about the impact of tourism, the benefits and the costs of tourism has to be
told on an economy-wide basis. As well as its eontribution to foreign exchange
earnings, tourism also costs foreign exchange earnings (imports). It is the net
contribution of tourism to the national economy that is important.

Expenditure by international visitors directly effects the curtent account of the
balanc.e of payments primatily in two ways. As a travel credit, firstly through
spending on accommodation, meals, shopping ete. and secondly, through export
earnings of Qantas in carrying foreign ftravellers overseas. This second
expenditure is included in the transportation etedit item in the current account
statisties. Offsetting these credits is the spending of Australian tourists abroad

and the expenditure by Australian tourists for travel on foreign carriers, both
included as debits in the aceount.

Indireetly tourism impacts on the balance of payments through the subsequent
expenditures by the providers of tourism services eg. putchase of imported
aireraft by Qantas, putchase of imported goods for sale to international visitors
(debits) and purchases by foreign airlines in Australia (oredits).
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.:';An inerease in internatiopai tourism will have impaets throughout the ecenomy
and on overzll economie performance. Using the QORANI model the CIE traces
| fhe way international tourist spending is transmitted throughout the economy,
and the industry and Mmactoeconomie impacts. To answer the question as to what
will happen if there is g change in internationaj tourism, the CIE looks at what
. 'the economy would [ook like if we had a 19 Per cent increase ip services

demanded by internationa] visitors to Australia. The scenario

ineludes
ping, meals ete. remains

' The contribution of an increase in
- employment, the current aceount or
‘will, of course, depend hoth on th
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If Australia is to maximise the net economic benefits of international tourism,

then we must look to inerease the return from each tourist,

Other things being equal according to the CIE the potential economic benefits
from international visitors will be greatest when the amount spent by each visitor

each day is highest and spending is on items returning the largest profit per dollar.

The Bureau of Tourism Research, 1986 International Visitor Survey indicates
there is considerable differences in the spending behaviour of visitors from
different countries. Table 1 below outlines the average expenditure, by country
of tesidence, of international visitors to Australia in 1986.

Table 1 VISITOR EXPENDITURE 1986

UsAa JAPAN UK  SWITZERLAND NZ ALL

Average ($A) spending

per visitor 1705 1036 1481 2110 1359 1487
Average stay 20 8 45 41 20 26
{nights)

Average pet night 86 137 33 51 67 36
(A3) '

Share of spending on:
Domestic air fares 14 15 8 9 4 9
Shopping 17 29 20 14 31 23

Food, drink &
accommodation 45 37 47 48 37 44

Scurce IV3 1986, BTR
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Intetnational visitors spend on average 44 per cent of their money on food, drink
and accommodation, 23 pet cent on shopping and ¢ per cent on domestic
airfares. Of those visitor groups in Table 1, spending per visitor per length of
stay is greatest for the Japanese -~ more than double that of the average visitor.
In contrast, visitors from the UK spend around 60 per cent of the average per
night expenditute. Japanese and New Zealandets spend a much higher share on
shopping {31-39 per cent) but much less on food, drink and accommodation (37 per

cent),

Clearly then, changes in Australia’s acecommodation and shopping arrangements
for example, will impact differently on the different visitor groups. The

. Committee of Inquiry into Tourism Shopping in Australia (1988) includes in its

findings the fact that one in four overseas visitors spent less on shopping than
they had intended and therefore, on current performance, Australia wiil forego
mote than $200 million in export sarnings in the year 2000 when 5 million tourists

are expected to visit our shores.

ADDING VALUE

If we want to maximise the economic return of tourism, then in addition to
neouraging high-spending, low cost visitors, we need to know mote about their
preferences and then how to differentiate Australia from other high quality

destinations.

iven the potential diversity of high vield tourists eg., Japanese honeymooners
an_d American édventurer‘s, Australia will need to provide a comprehensive,
ﬂ'éx__l'ble range of opportunities which may be combined to suit each individual
ﬁumber of independent travellers can be expected to increase. These
avellers in particular will seek to develop their travel experiences once they
Tive in Australia,

_he application of information and communication technologies has
t'?yol_utionised the way tourism services are provided and has expanded the range
of product and services avaitable to the tourist.
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Computer Reservation Systems (CRS) are changing international travel in a way

unrivalled perhaps since the development of the Jet.

The technelogy can be used not only to enable travel agents to connect direetly
to suppliers of services and products - air 1ail, car, hotels and resorts - around
the world, but it may be used to display pictures of hotels and give advice on ski
lift charges, what's on at the opera, exchange rates and so on. No matter where
in the world a traveller is, his/her itinerary could be made available via computer

in a iocal travel office for amendment. Instantanecus access to a wide range of

worldwide opportunities will both provide for highly customised travel and will
dramatically expand the leisure market. CRS add value by reducing uncertainty
regarding availability of the tourism product and by matching the needs and
limitations of the travellers to the tourism oppor tunity.

Integrated Products

It is obvious in this context that the integration of tourist products - attractions,
transport, accommodation, shopping - is fundamental Strategie links need to be
made between tourism service providers to ensure simple access by the customer
to both information about the rarge of opportunities {via the CRS) but also to the

products and services themselves,

It is important in determining the potential for such links, not to adopt too
narrow a view of what constitutes the Tourism Industry. Figure | over portrays
the Qantas view of the Industry which includes those involved with the 'tourist
ptoduct® - the core of the tourism expetience eg., attractions and entertainment
as well as accommodation, transport and travel and other goods and serviees, It
also includes those involved in the provision of support infrastrueture, eg.,

airpot ts, convention organisation, travel press and training.
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Figure I [ THE AUSTRALIAN TOURISM INDUSTRY ]
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Starting from the stand point of the customer, the quest is one of service
excellence. By listening to customets and understanding their expectations,
setting standards that can consistently be achieved, censtantly measuring
performance against standards and most impot tantly investing in people through
training, Qantas aims to achieve consistent quality service, to inecrease the

satisfaction of our customers, not just mateh their expectations.

The benefits that will acerue to a business which offers high quality service are
many:

- customer loyalty

- more repeat put chases

- less vuinerability to price

- ability to charge a relatively higher price without affecting market
share

- lower marketing costs

- market share and profit improvements

Management's challenge is to learn what constitutes a quality experience and
then deliver it. Training is clearly critical to the delivery process and in this
regard the Auétr-alian Tourism Industry and governments are facing a mighty
task. The range and depth of skills currently available within the Industry are _
widely reported to be insufficient and indicative of a number of struectural
difficulties being faced by the Industry. Shortages of appropriately trained staff
are being experienced, particularly for positions in the international standard
hotels, such as managers, finaneial controllers, chefs and skilled waiters. This
situation will worsen and predictions by Horwath and Horwath (1987) are that by
the end of 1992 major new projects will increase the pressure for skilled
personnel when an additional 23,000 full ot part-fime jobs are expected to be
generated.

The development of training must recognise the importance of national standards
and the need for flexibility if service excellence is to be achieved and retained.
The training must of course be 'driven’ by the needs of the Industry’s customers
if it is to remain relevant. A customer foous will ensure its vitality.

614
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With the increasing trading significance of out Asian neighbours and in particular
their curtent and forecast contribution to Australia's tourism growth, Qantas, as
:'- part of its customer focus strategy, is investing $6 million over 3 years in a major

programme to accelerate the development of Asian language skiils and knowledge

of Asia.

The need for Asian language and cultural skills in the Tourism Industry extends
: ‘across the occupational spectrum, from front-line customer service staff to
. seniot management in areas such as marketing, sales and administration. These

g skills are needed throughout many sectors of the Industry - transport, travel,

-aecommodation, retail sales, government tourism bodies, ete.

"Australia‘s competitors, both airlines and tourist destinations, have also
‘recognised the competitive significance of language and cuitural skills and are
'mvestmg heavily in recruiting and training programmes in these skills, especially

Japanese.

- Infrastructure

~ Another eritical element in competing successfully with other destinations is the
. development of sufficient and apptoptiate infrastructure, particularly hotels and

o airports,

“According to the BTR International Visitor Survey 1986, the number of
3 international visitor nights spent in hotels was some 5.9 million. It is forecast
“the requirement of 8.3 million for 1988 will have grown to 20.8 million by the

*year 2000, assuming 5 million international visitors.

"This means that 35 »000 new rooms will be required over the remainder of this
century for international visitors, at an estimated capital expenditure, in 1988

‘doliars, close to $9 billion,
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Apart from the high levels of investment required to accommodate international
tourists, issues relating to the location and quality of hotels are significant.
Greater market research will be necessary to ensure a greater match between
tourists preferences and accommodation provided.

Australia’s aliports are also of eritical impottance to the future of our Tourism

Industry ard require a significant investment immediately.

An additional 3 million international visitors to Australia means an additional
60,000 passenger arrivals each week. This is equivalent to 180 additional B747
artivals to airports already showing the strains of traffic growth of recent years.

In a world in which airport congestion is becoming more common, the

construction of capacity can itself lead to an inerease in demand. Singapore is an
example,

MARKETING THE AUSTRALIAN TOURIST PRODUCT

Australia will gain little by developing a value added premium product if

promotion, mar iceting and administrative support are inadequate.

There is of the order of $80 million spent annually in promoting Australia as a
tourism destination. About half of this is attributable to the Australian Tourist
Commission and half to Qantas. Qantas also spends over $250 million annually

through its sales force, travel centres ete. The Australian tourism bodies spend
small amounts annually on promotion.




If Adstralia is Mmaximising the net benefit

of international t
marketing is critiog),

Qurism then effective

research prior to implementing

straight extrapolation of existing trends; or

économetric type analysis and

subsequent
variables and ultimately numbers of

f‘or'ecasting of economic
tourists,

gkfowth oceurs or if the econo
- be the impaet,

ecause it cannot pick up

Hstep"
ternationa] destination,

changes in, for example, Australia as g perceived

otk of the Bureaux of

Research, (BTCE 1978,
, income ang telative prices,

thications Economics ang Tourism
The variables used ate fareg
sted CPI valye).

exchange Iate adijy

{an

617




INTERNATIONAL TOURISM

The elasticities associated with the above explanatory variables provide some
understanding of the Australian inbound visitor market. Listed below in Table 2
are the elasticities used in recent studies of the Australian inbound visitor

market covering the rﬁajor‘ regions from which Australia draws its inbound

tourists.
Table 2
Income, Price and Exchange Rate Elasticities
For Holiday Tiavellers to Australia
Country/Region Bureau of Buteau of Bureau of
of Origin and Industry Transport & Toutism
Variable Economics Communications Research
Economies
USA/Nth. America
Fares - -1.2 -0.4
Income - 1.2 2.9
Exchange Rate - - -1.8
Japan
Fares - -0.4 -
Income 4.6 5.6 5.2
Exchange Rate - - -0.5
New Zealand
Fares - -1.3 -1.5
Income 0.6 1.9 1.5
Exchange Rate - - -1.1
UK/Europe
Fares - -0.6 -0.7
Income 4.6 4.1 2.8
Exchange Rate - - -0.7
Aggregate(l)
Fares - -0.6 -
Income - 2.9 -
(1} Note: No models have been developed for assessing aggregate exchange

rate impacts on travel to Australia.
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a) Econometries
b} Competitor analysis
e) Scenario development covering subjective/ptomotional factors

One major problem in forecasting visitor arvivals to Australia is that tourism to
Australia ié only a small percentage of the world tourism market. In 1987
Australia attracted 0.5% of total world tourists. A more realistic measure is
Australia’s share of the medium/long haul internatioral market, as only these
travellers are comparabie io inbound tourists to Australia. One of our closest
ma:kets, New Zealand is over 2400 ks away, whilst other majot markets are up
to 12000 kms away. Using this mote realistic measure of market share we have
about 1.5% of the world medium/long haul matket, compared with 1.0% in 1985
With a growth rate of 26% for inbound visitors in 1988, factors othet than those
used in the explanatory variables of the econometric: models are affecting

tourism.

Australia's share of medium/long haul travel from major source markets is shown
in Table 3 below.

MARKET SHARE BY SOURCE MARKET
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CONCLUSION

: ;‘ﬁ 1988 international tourism (o Australia grew DY a record 28 per cent,

i

International tourism holds great promise as a key Australian exporter and

Urism to E ‘employer and has untapped potential,

fo realise this potential, the Tourism Industry and government need to erhance
‘their knowledge of what Australia must do to sustain strong international toyrism

- growth and in this context, competitor analysis is critically important, What is it
t'ﬁat attracts people to Florida and not Australia, or vice versa? What do we
need to do to become more competitive?

'I‘he attractive combination of unique natural phenomena that constitute the core

- of the Australian Toutist Product are an important determinant of a traveller's
déstination choice. Clearly, however, they are not the only influence on the
: b‘dtential tourist who will also be concerned about the other components of the

product, and the tange and quality of service and support,

: Tﬁé Industry needs to undertake extensjve research into the discretionary
_é_'h'aviour of tourists to ensuyre a greater match between their prefetences and
‘the products and setrvices provided. For example, given the high levels of
h_véstment required to accommodate international tourists, issues relating to
..p_i‘e"ferr ed location ang quality are critically important.

‘Marketing Plays an important role in influencing travel to Australia. In addition

0 -its potential to stimulate demand and increase the numbers of tourists
_c:h' .6sing to visit Australia, it is an important management tool which provides a
_r_nea'fis of directing that demand, If Australia is to implement a strategy of
n‘lI'IX_imising the net benefit of international tourism then extensive market
's'w_é:"rch prior to implementation of promotion and marketing strategies is
: In this way the Industry will have a better understanding of the in{luence
“the current Marketing approach on the levei and nature of demand for tourism
.._.-A:.ﬁstr‘alia.




INTERNATIONAL TOURISM

In addition, a better understanding of the impact of premotion and marketing on

demand will assist the development of a methodology for forecasting visitor

artivals. Reliable foreeasts of international tourists

is very important in

determining infrastructure required, including the development of apprepriately

skilled personnel to provide high quality service delivery.
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