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FOREWORD
After a difficult few years, it is pleasing to see that the Tourism Industry is
experiencing a slight resurgence. Growth in the first half of 2005 has
exceeded the Tourism Forecasting Council’s expectation of 6.9%.
However, the industry is one that is sensitive to world events and to the
policies of prevailing governments. Rather than being at the whim of
other forces, the industry needs to establish a robust and profitable
foundation for growth.
The National Tourism Alliance (NTA) was established to ensure that the Industry has a united
voice that can speak to governments and help protect the industry from events beyond its
control. In addition, the Industry requires assistance to build its reaction capability and
infrastructure, and reduce costs to ensure it continues to be a sustainable employer of
Australians and makes a substantial contribution to the Australian economy. It already
provides jobs for up to 1 million Australians, contributes around 4.5% of GDP and has export
earnings of $17 billion. This makes the industry one of the powerhouses of the economy, far in
excess of traditional industries such as agriculture and coal.
Since its formation, the NTA has been successful in bringing together, under one banner, the
major players in the Industry who recognise the value of speaking with a single voice on
industry-wide issues. It can only do this through the goodwill and support of its members, and
through access to objective and rigorous industry data and analysis.
It is with great pleasure that I welcome this current initiative by the Sustainable Tourism CRC.
Our thanks go to the team at the CRC for their foresight and perseverance, and to those
across the industry who gave their time and valuable insights. Without a cooperative effort,
such a report would not be possible.
We hope the report will build into an annual event, and provide a solid core of industry
performance data which will assist the NTA and other industry players to represent the priority
industry issues to governments at state and federal level. Our single focus is to bring
credibility, recognition and respect to the Industry and all who work within it.

Col Hughes

Chairman, National Tourism Alliance
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PREFACE
The State of the Tourism Industry report aims to provide an overview
of the tourism industry in Australia by drawing on a range of
secondary data and expert commentary. It is intended that the
report will provide the interested reader with an overview of how the
industry is faring overall as well as in a number of key sectors. It uses
commentary from industry experts to help interpret and explain the
data. Industry experts were also asked to provide their opinions on the key issues likely to
affect the tourism industry over the next 12-18 months. As this report provides an overview of
the tourism industry and its various sectors, a reader wanting to delve further in any particular
area will need to pursue other data.
The report has been produced in partnership with the National Tourism Alliance (NTA) and
Tourism Research Australia (TRA). The Tourism and Transport Forum (TTF), Australian Tourism
Export Council (ATEC) and Australian Federation of Travel Agents (AFTA) were active
supporters of this project and provided valuable commentary. TRA provided the unit record
files that underpinned most of the tables and charts that appear in the report. Three years of
statistics, namely, 2002, 2003 and 2004 have been presented in the report for comparative
purposes. As global events affected travel substantially in 2003, data from 2002 were also
included in attempting to differentiate actual growth from mere recovery.
In an effort to provide some explanations for the trends observed in the statistics, depth
interviews were conducted with a range of industry experts. As the report seeks to provide an
overview of the performance of the industry overall as well as within some specific sectors of
the industry, interviews were generally conducted with representatives of sectoral bodies
rather than specific tourism companies. These interviews were used to underpin the
discussion and interpretation contained in the various sections of this report. These industry
experts have been very generous with their time and identified many issues that help explain
the performance of the industry and have suggested the key issues likely to influence the
future direction and performance of the tourism industry.
The STCRC intends that the State of the Tourism Industry Report will be produced annually and
will provide a basis to track key indicators of tourism performance in Australia and to identify
the major issues facing each sector. The compilation of the report has highlighted substantial
gaps in the data available for tracking the performance of some tourism sectors, and the
STCRC is keen to work with relevant organisations to begin addressing these deficiencies in
the future. It is hoped that the report will become a useful reference for tourism operators,
government agencies, market analysts, researchers, and educational institutions. In future
years, the aim is that the report would be available earlier in the year (April or May) and that
a wider range of sectoral experts be consulted. A very tight timeline this year has prevented
wider consultation. This first year of the report can be considered as a pilot test, and
feedback is encouraged to provide direction for the report to better meet the needs of
industry in the future.

Sir Frank Moore AO
Chairman, Sustainable Tourism CRC
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1.

INTRODUCTION

The year 2003 was a difficult one for tourism internationally with issues including the Iraq
conflict, SARS, and a weak economy (WTO, 2004). In contrast, 2004 performed well both in
terms of the objective indicators and in terms of business confidence. International tourism
arrivals around the world grew by 10% to 760 million, which was the strongest growth
recorded in over 20 years. The World Tourism Organisation Barometer, a survey of 240 tourism
experts in over 100 countries, reported an average confidence score of 3.9 on a scale
ranging from (1) much worse to (5) much better. This compares with an average score of only
3.4 in 2003 (WTO, 2005).
The region most affected by the difficulties in 2003 was the Asia Pacific, which suffered a
decline in arrivals in 2003 of about 9% but recovered well in 2004 recording about 28%
growth. The highest levels of business confidence were also recorded in the Asia Pacific
region with an average score of 4.1 being achieved. However, at the end of 2004, the Asia
Pacific was again devastated by the Boxing Day Tsunami which affected vast areas of
Indonesia, the Maldives, Sri Lanka, India, Thailand, and many other countries with coastlines in
the Indian Ocean. Partial year data available to May 2005 indicate that there has been a
surprisingly rapid recovery of tourism in these areas, with only the Maldives still experiencing
substantially lower visitation than in previous years. It remains to be seen what the overall
impact of the Boxing Day Tsunami will be on the entire 2005 figures.
Closer to home, Australia was more fortunate than many of its Asian neighbours, but it
nonetheless experienced a slight decline in 2003 followed by a recovery in 2004. International
issues such as the global economy, exchange rates, continued security concerns and
increasing fuel prices have impacted the tourism industry in Australia. A range of domestic
issues such as slow domestic tourism growth, low yields, the introduction of low-cost carriers,
and industrial reforms have also impacted on Australia’s tourism industry. This report presents
quantitative data on how Australia’s tourism industry has performed and presents
commentary based on interviews with tourism industry experts to help interpret this
performance and to provide an outlook for the coming year.
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2.

KEY INDICATORS

The following statistics have been identified as key indicators of the performance of tourism in
Australia in 2004. It can be seen from the figures that 2003 was a difficult year across the
industry with declines in inbound, domestic overnight and outbound tourism.

Snapshot
KEY INDICATORS
Total Visits
Total Visitor Nights
Largest Source
Markets
International
tourists (a)
Main purpose of visit

Avg length of stay
Avg trip spend (in
Australia)
Avg daily spend
Total Visits
Total Visitor Nights
Domestic tourists
with an overnight
stay (b)

Main purpose of visit

Avg length of stay
Avg trip spend
Avg daily spend
Total trips
Main destination
visited
Australians
travelling
overseas (c)
Main purpose of visit

Avg length of stay
Roy Morgan Consumer Confidence
Index (d)

2002
4.46 million
119.4 million
New Zealand
16.1%
Japan
15.0%
UK
13.8%
USA
9.1%
Singapore
5.5%
Holiday
54.8%
VFR
19.1%
Business
13.6%
Education
5.8%
Business Event
2.7%
26.8 nights

2003
4.39 million
119.1 million
New Zealand
17.4%
UK
14.4%
Japan
13.4%
USA
9.0%
Singapore
5.0%
Holiday
53.6%
VFR
20.6%
Business
13.7%
Education
6.1%
Business Event
2.5%
27.1 nights

2004
4.8 million
131.4 million
New Zealand
19.4%
Japan
13.8%
UK
13.2%
USA
8.4%
China
5.0%
Holiday
53.4%
VFR
20.8%
Business
13.8%
Education
5.8%
Business Event
2.8%
27.4 nights

$2,549

$2,548

$2,458

$95
75.3 million
298.7 million
Holiday
41.0%
VFR
33.9%
Business
15.8%
Business Event
4.4%
Education
0.3%
4.0 nights
$529
$132
3.1 million
New Zealand
16.9%
USA
9.2%
UK
9.1%
Indonesia
7.0%
Thailand
5.3%
Holiday
43.6%
VFR
23.7%
Business
28.7%
Business Event
1.8%
Education
1.0%
22.5 nights

$94
73.6 million
294.1 million
Holiday
40.4%
VFR
35.8%
Business
14.9%
Business Event
4.6%
Education
0.4%
4.0 nights
$538
$135
3.0 million
New Zealand
19.5%
USA
9.5%
UK
9.4%
Indonesia
5.5%
Thailand
3.9%
Holiday
40.7%
VFR
27.2%
Business
27.9%
Business Event
2.1%
Education
0.9%
23.0 nights

$90
74.3 million
296.9 million
Holiday
41.3%
VFR
35.7%
Business
17.3%
Business Event
1.6%
Education
0.7%
4.0 nights
$537
$134
3.9 million
New Zealand
18.6%
USA
9.1%
UK
8.5%
Indonesia
7.6%
Thailand
4.6%
Holiday
45.6%
VFR
26.1%
Business
24.0%
Business Event
2.3%
Education
1.0%
22.2 nights

120.0

120.9

126.7

(a) Tourism Research Australia. International Visitor Survey (unpublished data)
(b) Tourism Research Australia. National Visitor Survey - Overnights (unpublished data)
(c) Tourism Research Australia. National Visitor Survey - Outbound (unpublished data)
(d) Roy Morgan Consumer Confidence Index
Note: Because these figures are drawn from the IVS and NVS estimates of visitor numbers relate to visitors aged 15
years and over.
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Region of Origin of Short Term Inbound Tourists
In 2004 there were 4.8 million short term visitor arrivals aged 15 years or over, which represents
an increase from 2003 when inbound numbers were less than 4.4 million. However, 2003
arrivals had declined from the previous year when 4.5 million visits to Australia were recorded.
As shown in Figure 2.1, there was a substantial increase in visitation from Oceania and
Antarctica (primarily from New Zealand) and slight increases from most other regions. In many
cases the increases represent a recovery of the business that was lost in 2003.
Figure 2.1: Region of origin of short term inbound tourists
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Main Purpose of Visit of Short Term Inbound Tourists
Figure 2.2 shows the main purpose of visit for these visitors. A holiday was the most common
reason (53%), followed by visiting friends and relatives (21%) and business (14%). The
proportions are very similar to 2003 and 2002.
Figure 2.2: Main purpose of visit of short term inbound tourists
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3%
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Duration of Stay of Short Term Inbound Tourists
Figure 2.3 compares the length of stay for international visitors for the years 2002, 2003 and
2004. It shows a small increase in stays less than a week, at the expense of stays between one
and four weeks. For longer term stays, visitor numbers appear fairly stable. The average length
of stay was relatively constant over this period at around 27 nights. It should be noted,
however, that means for the length of stay were highly affected by a small number of long
stay visitors. The majority of visitors stayed for less than two weeks as can be seen in the graph
here.
Figure 2.3: Short term international visitor arrivals by duration of stay
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Expenditure of Inbound Tourists
There appears to be a slight decline in average daily expenditures over the period with an
overall fall from $95 per day in 2002 to $90 per day in 2004. However, Figure 2.4 shows that this
has not been across the board, with average daily expenditure for business travellers having
risen, albeit sporadically. These figures include only the expenditure in Australia.
Figure 2.4: Average daily expenditure of international tourists by purpose of visit
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Region of Visitation of Short Term Domestic Tourists
Figure 2.5 shows the regions visited by Australians when they travelled domestically for
overnight trips. Queensland, South Australia and Tasmania experienced increased visitation.
Overall, the number of visits declined from 75.3 million in 2002 to 73.6 million in 2003 and
increased slightly again to 74.3 million in 2004.
Figure 2.5: Region of visitation of short-term domestic tourists
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Main Purpose of Visit of Short Term Domestic Tourists
As shown in Figure 2.6, the most common reason for people to travel away from home
overnight was for a holiday (41%) closely followed by visiting friends and relatives (36%).
About 17% of trips were for business purposes.
Figure 2.6: Main purpose of visit of short term domestic tourists
Education
1%
Business event Other
2%
3%
Business
17%

Visiting Friends
and Relatives
36%

Holiday
41%

Duration of Stay of Short Term Domestic Tourists
Australians’ domestic travel trips tended to be fairly short with an average stay of only four
nights away from home. About a quarter of all trips involved only one night away from home
and another quarter involved two nights. The median number of nights away was two.
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Expenditure by Domestic Tourists
Daily expenditures by domestic tourists have been fairly static overall with $132 per day in
2002, $135 per day in 2003 and $134 per day in 2004. However Figure 2.7 shows that there
have been slight increases in expenditure in the holiday and visiting friends and relative
segments, while daily expenditure on business trips has declined.
Figure 2.7: Average daily expenditure of domestic tourists by purpose of visit
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Region of Visitation of Short Term Outbound Tourists
In 2004, 3.9 million Australian visits were made overseas. This was a substantial increase over
2003 when only 3.0 million overseas visits were made. However, a decline was experienced in
2003 from 2002 when 3.1 million visits were made overseas. When Australians travelled
overseas in 2004, they most often went to Oceania with New Zealand being the most
commonly visited destination. Over 719,000 Australians went to New Zealand in 2004 or 18.6%
of all Australians travelling overseas. The next most frequently visited place by Australians
travelling abroad was South East Asia with about 23% of Australian outbound trips being to
this region (see Figure 2.8).
Figure 2.8: Region of visitation of short-term outbound tourists
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Main Purpose of Visit of Short Term Outbound Tourists
As shown in Figure 2.9, the main reason that Australians travelled overseas in 2004 was for a
holiday, but this was closely followed by visiting friends and relatives. Business travel
accounted for 24% of overseas trips made by Australians.
Figure 2.9: Main purpose of visit of short-term outbound tourists
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Duration of Stay of Short Term Outbound Visitors
Figure 2.10 shows the duration of stay of outbound visitors. The most common length of stay in
2004 was between 2 and 4 weeks and the mean trip length was 22.2 nights.
Figure 2.10: Duration of stay of short-term outbound tourists
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Australian Consumer Confidence
Consumer confidence in 2004 was high with an average of 126.7 on the Roy Morgan
Consumer Confidence Index, where 100 indicates that equal proportions of respondents
have positive and negative perceptions of economic conditions over the next 12 months
(see Figure 2.11). This represents an increase from high averages also recorded in 2003 (120.9)
and 2002 (120.0).
Figure 2.11: Consumer confidence
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Commentary on Industry Performance
A number of sectoral experts were consulted to provide commentary on various aspects of
Industry performance and the outlook for the future. Where possible, commentators were
selected from peak bodies which represent the operators within a sector. However, in some
instances, representatives from individual organisations were consulted. Commentators were
interviewed either in person or over the telephone and asked to provide comment on how
their sector had been tracking in the past 12-18 months and what they thought were the
major issues facing the sector in the coming 12-18 months.
There was substantial consistency amongst interviewees as to the key issues that had
impacted upon the performance of the tourism industry. Whilst there was this level of
consistency in terms of the issues, there was variance as to the relative importance of the
different issues and, indeed, differences regarding the direction of the impacts in some cases.

Key Themes
In synthesising the transcripts from the many interviews that were undertaken with tourism
industry experts for this report, a number of key factors were identified as being the drivers
and inhibitors of the industry’s performance over the last 12-18 months. Global, or external,
events, such as security and health, oil prices, and exchange rates had an impact on the
industry in recent times, specifically post September 11 2001. Domestic or internal factors also
had a substantial impact on tourism including the impact of low-cost carriers and the more
recent sharp increases in fuel price. Discussion based on the interviews is provided below
within the categories that were derived from the interview transcripts.

8
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Flat Growth in Domestic Tourism
Australia’s domestic tourism industry has not shown much growth for many years and this is
now one of the “biggest issues that confronts the industry” (Jeff Floyd, AAA Tourism). Whilst
state and territory tourism commissions have invested substantial funds into developing tourist
products to suit the domestic market and have promoted this heavily in domestic advertising
campaigns, “the size of the domestic tourism pie has not grown” (Joyce DiMascio, TTF). The
states and federal agencies have investigated reasons for this lack of growth and according
to Geoff Buckley (Tourism Australia), the consensus appears to be that Australian
consumption patterns are changing with increased competition for the discretionary dollar
coming from consumer goods and cheap housing credit.
There is now a huge range of consumer products that are seen as necessities including
computers, mobile phones, plasma screens, home theatres, and MP3 players. “Peer pressure
to purchase these products means that there is often not much left for genuinely
discretionary expenditure on holidays” (Daniel Gschwind, QTIC). Tourism is losing market share
to other discretionary purchases; it is being squeezed out of the consumer’s purse.
Since the early days of the “See Australia Campaign” there has been recognition that
there is an increasing number of Australians who do not take all of their annual leave
entitlements. Recent work by Tourism Australia suggests that there are in excess of 80 million
days of untaken leave in Australia and Tourism Australia is developing a campaign to
encourage Australians to take this leave in order to enhance domestic tourism (Geoff
Buckley, Tourism Australia). There is a growing incidence of short breaks that has led to a
“dramatic reduction in the length of holidays” (Jeff Floyd, AAA Tourism). It is not clear as yet
as to whether the build up in accumulated leave is a result of people stockpiling as a safety
measure or because they are concerned about the potential consequences of being absent
from their workplace. The result, however, is that this accumulation of leave works against a
healthy workforce and domestic tourism. “Clearly, we need to change mindsets, to reinstate
the notion that it is ok to take a holiday. That working until you drop is not a badge of honour”
(Joyce DiMascio, TTF). The fact that some organisations are permitting employees to “cash in
their annual leave seems counter to the needs of the tourism industry” (Jeff Floyd, AAA
Tourism) and the well-being of employees.
A number of experts interviewed also felt that domestic tourism is not as affordable or as
good value for money as some international products on the market. Whilst some of this
change was seen to be the result of the strengthening of the Australian dollar, there was a
concern that an increasing share of local product was not seen as good value for money,
particularly in comparison to the deals available for travel to some Asian resort destinations
(Bill Spurr, SATC).
“From the NVS data and also the current Tourism Research Australia paper on domestic
overnight leisure travel (TRA, 2005) it is evident there is a slowdown in domestic tourism. We
have pointed to some probable reasons for this but the research challenge now will be to
investigate these in more depth and establish their relative influence. Reversing the trends will
be possible only when we have a clearer understanding of why they are occurring. There are
at least four steps here: the first is to have methodologically sound research to clearly
establish the trends; second is to have the intellectual firepower to analyse the root causes;
third is to develop appropriate strategies to address the issues; and fourth is to have in place
the political/organisational framework to implement these strategies in a coherent fashion.
Each of these steps requires resources to be allocated, and each has its difficulties, but the
last is probably the most problematic because it demands a high level of cooperation and
coordination between all the major players, and this can be a major stumbling block.
Fortunately, the structural changes emanating from the Tourism White Paper, together with
the additional resources flowing from it, have given us a stronger basis from which to go
forward” (Peter Robins, TRA).
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Low Cost Carriers

In all interviews conducted for this report, Low Cost Carriers (LCCs) were identified as the
factor having had a major impact on the tourism industry over recent years. “They have
permanently changed the Australian tourism and aviation landscape, having delivered
millions of extra tourist dollars to destinations around Australia” (Christopher Brown, TTF). Whilst
all interviewees agreed that LCCs had impacted greatly on Australia’s tourism industry, there
was variance as to whether this impact was always beneficial. It seemed clear that some
destinations and sectors benefited at the expense of others due to the advent of LCCs. These
carriers have attracted a lot of people who had never flown before and encouraged
experienced travellers to travel more often by taking advantage of cheap fares.
Regional destinations that had attracted LCCs experienced substantial growth in visitor
numbers as did “areas within 1.5 hours drive of a LCC destination” (Wayne Kayler-Thomson,
ARTN). Competing areas that are not serviced by LCCs often feel threatened that their tourist
visitation will experience serious erosion as tourists use new and cheaper forms of travel.
Destinations, beyond 1.5 and 2 hours from capital cities or LCC regional ports are tending to
miss out as a result of LCCs". Air travel is up at the expense of drive destinations (Wayne
Kayler-Thomson, ARTN). Queensland has tended to be a net winner out of LCCs as it has
"more point to point services to more regional destinations" (Daniel Gschwind, QTIC).
According to Dennis Chant (CEO of Gold Coast Airport), “the advent of low cost carriers
has clearly been a tremendous boost. We have experienced 26% growth in the last financial
year and that is attributable to the ready availability of low fares. It’s been good for the
airport, but it hasn’t really driven up numbers coming to the Gold Coast, so obviously there
has been a modal shift with people who previously came by road, now coming by air.” As
more people travel point to point by air rather than driving as once they did, destinations
along the traditional drive routes suffer. “Motels in towns along some of the traditional drive
routes between Melbourne and the Gold Coast are not as busy as they were prior to LCCs”
(Dennis Winchester, HMAA).
LCCs are expected to put “competitive pressure on some inter-city coach services and
long-distance rail when the same routes are covered” (Marzi DeSanti, TTF). The sustainability
of LCC services to various destinations is a key issue. Whilst LCCs can open up a region to
increased tourism by “cutting down the barriers as it did for Tasmania” (John King, Tourism
Tasmania), there is also a major problem when services are withdrawn as recently occurred in
the Northern Territory with the pull-out of Virgin Blue. If alternative forms of transport have not
survived because of the introduction of LCCs to a destination, that destination will suffer all
the more if LCC services cease.
The travellers who have been attracted by LCCs are learning that air travel is cheap and
reliable and the customer base of LCCs is substantially increased. The modal shift that has
occurred has primarily been driven by the low cost of tickets rather than the high price of
fuel. “It’s a pull factor, not a push factor” (Jeff Floyd, AAA Tourism).
One of the downsides of LCCs is that they tend to attract a very price sensitive market and
many LCC passengers expect to obtain cheap prices on all components of the tourism
product. According to Mike Hatton (CEO of AFTA), “low cost carriers have been instrumental
in eroding yield because of the effect they have had on consumer perceptions. People think
if they can get a flight for $29, then they should be able to get a hotel room or a hire car for
the same money.” This trend is not sustainable.

Exchange Rates
The economy has been strong in recent years and the Australia dollar appreciated against
the USD. The exchange rate can have an impact on the ratio of inbound to outbound travel
but this can take some time to filter through. Many people allocate a home country currency
budget for their travel, and once they get to the destination they may find out that they can
spend more or less than they thought, but their budget tends to be fixed in their own
currency. “Whilst the exchange rate can have an impact on how many Australian dollars
they spend when they get here, the actual travel decision, which is generally made months
in advance, is not affected in the short term” (Daniel Gschwind, QTIC). On this basis, it takes
quite a long time for an exchange rate movement to be factored into consumer decisions.
Exchange rates don’t traditionally have an effect on business events as “business event
buyers tend to focus on the facilities available and purchase decisions are made so far in
10
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advance” (Michael Cannon, AACB). However, a strengthening Australian dollar can prompt
short-lead corporate incentive groups to explore offshore options (Elizabeth Rich, BECA).

Security
Since the tragic events of September 2001, security has certainly become a factor in the
travel decision process. Whilst all industry experts interviewed as part of this study agreed that
security was an issue in the travel decision process, there was a strong belief that “the fear of
travel brought about by the recent security and health scares has declined enormously”
(David Mazitelli, ATEC). Although some nationalities are very cautious in relation to security
issues, “Australians seem to bounce back very quickly after a security issue” (Jeff Floyd, AAA
Tourism). The media plays a big role in consumer reactions to security issues. Whilst an event is
receiving front page coverage, tourists become nervous but “people are by nature
wanderers, and they very quickly re-focus on their travel interests” (Joyce DiMascio, TTF).
Consumers are far more adept at adjusting to major shocks; “they take note, factor it in and
then act rationally in response” (Daniel Gschwind, QTIC).
In terms of inbound tourism, “security is now a hygiene factor” (Geoff Buckley, TA) and
fortunately, Australia is perceived as a safe destination. According to Wayne Kayler-Thomson
(ARTN), security is not really an issue in regional Australia except perhaps to the extent that
fear of a security incident may make regional destinations more attractive than capital cities
to some travellers. This is a factor in Tasmania’s recent tourism success with “Tasmania being
seen as a haven because it is at the far end of the more populated world and thus
considered safer” (John King, Tourism Tasmania). Australia as a whole is probably seen in this
light at least to some extent in an international context.
One of the lasting legacies of terrorist activities has been the increased security measures
especially those mandated by Government at airports and with airlines that have led to very
substantial cost increases. There are very high compliance costs associated with these
security measures and “the aviation industry has had to bear a disproportionate cost of
safeguarding nations” (Dr Mark Dimech, TTF). These are “proportionally higher for smaller
airports” (Dennis Chant, Gold Coast Airport). These costs must ultimately be passed onto the
travelling public.

Fuel Prices
Although rising fuel prices were identified as an issue in all the interviews conducted with
industry experts for this study, virtually all agreed that fuel had not really been a significant
factor during 2004. It was stressed, however, that fuel price increases in recent months were
starting to take effect and could be a significant impediment to tourism in the outlook period
that will be discussed in the next section.

Labour Supply and Industrial Relations Reforms
Sections of the tourism industry are already suffering from severe labour shortages and this
problem is expected to worsen as will be discussed in the next section. Skill shortages in the
hospitality and travel agency sectors are already posing major problems for industry
particularly in regional areas. “The industry doesn’t have a history of being employers of
choice and will have to lift its game in order to attract and maintain high quality personnel”
(Dennis Winchester, HMAA). The fact that other industries have salaries and conditions that
are so much better than those found in tourism means that there is a very high leakage of
staff to other industries. “Once a young person in tourism experiences the conditions in
another industry, they don’t return” (Mike Hatton, AFTA).
The labour shortage refers to unskilled positions as well skilled even though much of the
spotlight has been on the latter category. This is now a “national problem and is the greatest
handbrake on the growth of the tourism industry” (Matt Hingerty, ATEC). The problem is
particularly acute for small enterprise.
Industrial relations reforms were identified as a key future issue that will be discussed
subsequently. A number of interviewees indicated that the current penalty rate structure in
which the industry operates provides a major disincentive to business and is having a
“softening effect on the restaurant sector at weekends” (Wayne Kayler-Thomson, ARTN).

11

STATE OF THE TOURISM INDUSTRY 2005

Yield
The industry has been in a period of reducing yield for many years and even though concern
regarding ‘profitless volume’ has been expressed since the early 1990s, little seems to have
been done to address the issue. Many of the industry experts interviewed here indicated that
low yield had become a major problem for the tourism industry. Although yield has
continued to fall in recent years, “it has been patchy with some areas being more seriously
affected than other areas. The problem is worst in regional areas” (David Mazitelli, ATEC). In
some destinations, however, the problems of reduced yield have been masked to some
extent by increased visitor numbers but other destinations have experienced downturns on
both dimensions. The big problems in the yield discussion include issues relating to how yield is
defined and how it is actually measured. From a political perspective, it is much easier to
focus on visitor numbers than it is to focus on measures of yield for which there is still debate.
Most often, yield is equated to expenditure.
“Tourism Research Australia has developed a robust methodology for measuring yield,
which can be applied to individual market segments. The methodology was provided as
input to the work of the IIAG working group on this issue. There is plenty of scope for extension
of this research and there is great potential for industry applications.” (Peter Robins, TRA) For a
full discussion on yield see Tourism Research Australia’s Proposed Methodology for Measuring
Yield (Salma and Heaney, 2004).
Destinations with no strategy to promote higher yield are facing difficulties but “some
regions, such as the Great Ocean Road have specifically focused on lowering visitor numbers
and increasing the yield and are now starting to reap the benefits (Wayne Kayler-Thomson,
ARTN). “There is a patchwork quilt of winners and losers” (Jeff Floyd, AAA Tourism) in the yield
market with some regions on the east coast with an airport really thriving. Regional
destinations with no airport that are more than a few hours drive from a capital city, have
often lost market share and yield as fewer people are driving to these destinations. As market
share is lost, it becomes harder to attract new investment in infrastructure, which leads to an
ageing of the tourism product and price discounting, which represents poor yield
management and exacerbates the yield problem further.
According to Dennis Winchester (HMAA), “the market is very price driven. The distressed
inventory websites and low cost carriers have made consumers very cost conscious and
these consumers expect similar deals on accommodation as they can get on airfares”. This
view aligns closely with the comments by Mike Hatton (AFTA) in an earlier section regarding
the flow-on expectations of consumer as a result of heavily discounted air fares. Airlines,
however, are “very good at yield management in terms of filling seats although the highly
competitive market that the aviation industry faces has meant that yield per seat has been
lower than desired” (Dennis Chant, Gold Coast Airport),
Although the focus of attention in many discussions on yield is towards the 5-star end of the
market, this is not well founded as yield applies to all businesses. In the true sense of yield, "it is
not just the revenue that is important but rather the relationship of revenue to costs” (Daniel
Gschwind, QTIC). Operators in the mid or budget end of the market, be they in
accommodation or other areas of tourism, can achieve significant yield by running their
businesses well. “Conversely, it is often the high end businesses that have driven their yield
down through poor management often leading to ill-considered discounting” (Daniel
Gschwind, QTIC). Consumers adjust very quickly to discounted, low yield prices but it is very
difficult to convince them to subsequently pay full price.
Although there are a number of factors that help explain why yield has fallen, “not
marketing to the high end of the market is a key factor. Tourism Australia has not adequately
grasped the situation. Industry did a lot of work on a yield paper for the Minister, but every
recommendation in that paper has been set aside” (David Mazitelli, ATEC).
However, according to Geoff Buckley (TA) “Yield is the primary focus of TA’s new Corporate
Plan and much of our marketing focus is now directed at growing Total Inbound Economic
Spend (the best proxy for yield currently available) from inbound visitation. The spending
patterns of our visitors is a quite complex area with many factors influencing the yield result.
For example, as visitors become more sophisticated travellers, so does their ability to find
more cost effective travel options (the internet, etc is helping this process). Also, Australia’s
strong repeat visitation from a number of our key inbound markets is another influence with
quite different spending patterns for repeat visitors than first time visitors.”
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Distribution
The whole distribution system within the tourism industry has changed enormously and will
continue to do so. “The rapidly changing nature of the distribution system has been the
biggest and most crucial issue for the entire travel and tourism industry over the last couple of
years” (John King, Tourism Tasmania). Part of this is due to the evolution of information
technology that has given power to the customer. In the past, the travel and tourism industry
influenced the motivation and place to travel but this is no longer the case. “This has
changed the whole structure of the business and many sectors in the market will have to look
at not only their marketing and distribution plans but their entire business models” (John King
Tourism Tasmania). It will not just impact on the current components of participants in the
distribution chain but will also impact anyone who has anything to distribute. There will be
nothing that will separate the destination marketing from the distribution.
Unfortunately, the role of the travel agent in the future is under question. “If they don’t
specialise in a particular area, and have a unique selling point, that is some specialised
knowledge, then they will probably falter because the big movers of people, that is the
airlines, the accommodation houses, the tour operators etc are going more and more to
direct booking online, and that trend won’t stop” (Bill Spurr, SATC).
Changes in the distribution of tourism product are pretty fundamental. “Increasingly, the
suppliers are realising that they need to match their distribution channels with their customers,
and they need to avoid channel conflict. That is, they need to ensure that by using a
particular channel, especially web based distressed inventory accommodation sites, they are
not undermining their own capacity to lift yield by selling direct” (David Mazitelli, ATEC). More
operators are starting to learn how to manage online distribution and these operators seem
to be getting more business as a result.

Commentary on Industry Outlook
The industry experts were then asked to identify the issues most likely to impact upon
Australia’s tourism industry through to the end of 2006. Not surprisingly, many of the issues that
had been discussed in the earlier section relating to the last 12-18 months, were also seen to
be the ones likely to impact in the coming period. However, the flow-on impact of a number
of these issues will be slightly different in the coming period compared to the past.

Accreditation and Professionalism
If Australia is to realise its potential as a high quality tourism destination, it is fundamental that
it offers a high quality product that exceeds consumer expectations. As the tourism industry
involves a large percentage of micro businesses the owners of which often do not have
substantial experience in the service industry, the standard of product delivery has been
somewhat more variable than would be desired. Tourism accreditation will play an important
role in helping to ensure that the standard of product offered in the industry meets
acceptable standards and these standards can be raised over time. “Accreditation is
important because it gets down to basic business skills” (Wayne Kayler-Thomson, ARTN).
Although accreditation has been an important initiative in some states, Victoria, WA and
Tasmania in particular, it has not been well supported in NSW and Queensland. However,
through the Federal Government’s Tourism Accreditation Working Group, all states and
territories decided to support the roll out of tourism accreditation around the country. Many in
the tourism industry were concerned by the new Federal Minister’s decision to discontinue
government support for the newly formed Tourism Accreditation Australia Limited in favour of
a web-based portal being developed to provide access to accreditation programs for
operators. The industry is now waiting to see how the new portal unfolds and how well
accepted by operators it becomes.

Fuel Price
Although fuel prices have risen over the last couple of years, there was general agreement
amongst the interviewees that these increases did not appear to have had a substantial
negative impact on tourist demand. However, there was concern that the sharp fuel price
13
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rises that had occurred since early in 2005 were likely to impact on tourist behaviour as “the
price of fuel had now got to a level that forces people to make different decisions” (Stephen
Gregg, Dreamworld). As consumers tend to adjust to changes over time, some felt that
“consumers would adapt to it and get on with life” (Jeff Floyd, AAA Tourism). Most of the
tourism industry experts felt that it would take some time to assess the ramifications of the
more recent price rises but that there would likely be adjustments in the short term involving
tourists staying closer to home, taking shorter trips, and choosing cheaper ways to travel.
From the industry’s perspective, the fuel price rises would “further depress yield” (David
Mazitelli, ATEC).
Whilst the price increases put the “long haul drive market at risk” (Daniel Gschwind, QTIC),
there may be “some benefit to smaller states like Tasmania” (John King, Tourism Tasmania).
More remote regions, such as those in WA could “suffer if they are not serviced by airlines”
(Jim Sharp, CALM). Even though fuel levies are now a significant component of some of the
lower cost airfares, it doesn’t appear to have become a dampener yet. “Maybe it is
psychological; every time you pull up at the fuel bowser and you have to actually pay for the
fuel, you really do see it, but when you buy an airline ticket, the levies are all grouped
together” (Dennis Chant, Gold Coast Airport).
Even though the price of fuel has increased sharply in recent months and there is no
obvious sign that prices will fall in the short to medium term, the additional costs are generally
still only a very small percentage of the total holiday expenditure. It will be “important for the
tourism industry to sell this fact to potential travellers” (Wayne Kayler-Thomson, ARTN).

Industrial Reform and Labour Supply
As indicated in an earlier section, a tightening labour market has already started to impact
upon the tourism industry. “The industry will be one of the first to feel the effects of an
unemployment rate that slips below 5%” (David Mazitelli, ATEC) and already regional areas
are finding it very difficult to find staff for the tourism industry. The situation in WA is a major
problem with the state experiencing a resource boom that provides truck driving jobs for
young people in some of the mining areas that pay up to $100,000 per year. Why would a
young person go into tourism when there is the chance to make that sort of money
immediately? The capacity to attract and retain good quality staff will be reduced especially
in an industry such as tourism that operates 24/7. Some areas of the tourism industry haven’t
really focused on how they are going to deal with such capacity constraints.
The better operators in the tourism sector will do everything that they can to hold the good
staff that they’ve got. “More effort will have to be given to providing opportunities for staff
training and development” (David Mazitelli, ATEC). The tourism industry will have to think
laterally about how it will cover the likely skill gaps in the industry. With an ageing population
and people being much healthier later in life, there will likely be the “opportunity to consider
second career options for older people instead of simply targeting younger people” (Wayne
Kayler-Thomson, ARTN). This has proved successful in the retail sector in the USA in recent
years.
The proposed industrial relations reforms are likely to have a substantial impact on the
tourism industry over the next couple of years even though it is still not clear what the
changes will be. Industrial relations reforms have the ability to eliminate some inequities in the
tourism industry where “workplace arrangements and agreements are needed that reflect
the fact that we don’t work 9 to 5, and that businesses that employ people outside those
hours should not be penalised” (Daniel Gschwind, QITC). The added flexibility of the
proposed new IR arrangements may help some of the companies that have been
constrained in the past. Although the removal of penalty rates “could open up new job
opportunities” (Dennis Winchester, HMAA), it is important that the industry avoids policies that
“drive wages down and make it even harder to attract skilled labour into the industry” (Daniel
Gschwind, QTIC). There must be ways to offer workplace opportunities and career choices.
Another short-term strategy to overcome the labour shortage in the industry is to open up
some of the categories for overseas workers e.g. working holiday makers. “It’s a ridiculous
situation that we have a working holiday makers scheme operating in many countries but not
in the US simply because Australia insists on reciprocity. What the Government’s policy is
essentially saying is that exports of Australian backpacker tourism to the USA, are prohibited
under the working holiday makers scheme because the USA Government won’t allow exports
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of a similar product to Australia” (David Mazitelli, ATEC). “Increased immigration and
extension of visa could also be means to help reduce the impact of the tourism industry’s skills
and labour shortage” (Joyce DiMascio, TTF). “We can also look at making provision for young
people who come here to study being able to stay and work in the industry” (Bill Healey,
AHA).

Low Cost Carriers
Low cost carriers have “permanently changed the Australian tourism and aviation
landscape” (Mark Dimech, TTF) and it is “expected that LCCs will continue to deliver
considerable benefits to Australia’s tourism industry” (Christopher Brown, TTF). LCCs have
attracted many first time air travellers and it is likely that this new market will continue to fly
using cheaper airfares, indeed, the long term viability of LCCs depends on this trend
continuing.

Security and Health
The tourism industry has recovered quite well from the health and security problems of 20012003, but "if there is another scare, then it will become a major impediment again” (David
Mazitelli, ATEC). Many of the interviewees indicated that the security measures that had been
introduced at airports and on aircraft had reduced significantly the risk of terrorist impacts
similar to September 2001. According to Matt Hingerty (ATEC), “we have moved from an
underlying nervousness to an underlying preparedness”.
There was, however, a strong view that the risk of a health related scare had not been
adequately considered. “The potential risk of a pandemic seems quite high. It could be avian
bird flu, it could be something else, but that’s a threat we need to be ready to respond to.
Governments are looking seriously at it from a biosecurity and health management point of
view, but I’m pretty sure we are not anywhere near ready to deal with it from a tourism point
of view” (Daniel Gschwind, QTIC). Others, such as Joyce DiMascio (TTF) were concerned that
the authorities responsible for handling a health crisis “do not even have tourism on their
radar”.
Whilst it appears that the tourism industry is more aware of the potential impact of such a
crisis than it used to be, it does not appear to be organised to respond to such a crisis either in
the immediate aftermath or during the recovery phase. It is crucial that the industry has
thought through the incentives that will be needed to encourage tourists to travel again after
a crisis. “It’s not just about dealing with the crisis at the time, but rather, the need to also think
about recovery strategies. There is no evidence that the tourism industry has any kind of
integrated approach planned for recovery. (Joyce DiMascio, TTF)”
The costs of protecting the travelling public from security threats, particularly at airports has
been enormous and will likely increase further. It is totally inappropriate that the tourism
industry should absorb all of these costs and it is therefore crucial that “governments must
contribute in a substantial way to covering these increased costs” (Dr Mark Dimech, TTF).
Without some support from the government, “the increased costs being borne by the tourism
industry will disincentivise travel” (Christopher Brown, TTF). There is also the cost to the
travelling public in terms of the time needed to pass through all the security screens at
airports, which has become substantial.
“If security screening measures were introduced for travellers, including commuters, using
public transport, then the time involved in processing passengers through security may
become a serious problem” (Marzi DeSanti, TTF).
As security is not a major issue in regional Australia, there is a chance that “the fear of a
security incident may make regional destinations more attractive than capital cities for some
travellers” (Wayne Kayler-Thomson, ARTN). For a similar reason, parks have tended to benefit
from recent security threats as they are “generally seen as safe destinations” (Dianne Smith,
Parks Victoria) and this is likely to continue. Parks, however, will continue to have issues with
public risk” (Jim Sharp, CALM).
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Conclusion
The above issues are generally considered by this group of commentators as being the
immediate concerns for the tourism industry in the next 12-18 months. There are a myriad of
other issues also of relevance. As pointed out by Matthew Rechner (TAV) many tourism and
hospitality operators are small to medium size businesses, so they face the everyday struggles
which are common to all small business operators.
A number of others issues were also seen as important in ensuring the sustainability of
Australian tourism. For example, a perennial issue is the need to manage the relationship
between tourism and the environment, and to think about how to continue to increase visitor
numbers without destroying the attractions that are so vital to the industry (Daniel Gschwind,
QTIC). It is also important to be aware of the need to maintain community support for tourism.
There have been worrying reactions to tourism by some of the coastal councils, where some
residents are feeling overwhelmed by tourism, and this needs to be addressed (Matt Hingerty,
ATEC).
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3.

INBOUND TOUR OPERATORS

Snapshot
Inbound Tour Operators
Lead times
on bookings
by inbound
visitors
Travel
Behaviours

2003
99.9
days

2004
99.7
days

Estimated average planning lead time (a)

n/a

Estimated average booking lead time (a)

n/a

63.7
days

65.7
days

11.9%
31.2%

11.2%
29.8%

10.6%
29.5%

8.0%

9.8%

15.2%

51.7

57.8

62.3

Percentage on a group tour (a)
Percentage on a travel package (a)
Percentage of Inbound visitors using the internet
for booking (a)
Trade weighted index(b)

Exchange
Rate Trends

Average increase in rates from previous year (b)

ITO Business
Confidence

Percentage of ITOs confident that business will
improve over next 12 months (c)

(a)
(b)
(c)
#

2002

11.9%
n/a

8.2%
n/a

76%#

Tourism Research Australia. International Visitor Survey (unpublished data)
Reserve Bank of Australia
ATEC International Tourism Index
average over two quarters of available data

Lead Times for Planning and Booking Trips to Australia
Figure 3.1 shows the lead times reported by international visitors in planning their trips to
Australia. It can be seen that a slightly increased proportion planned their trip within 1 month
of arrival and that longer lead times generally appear to be on the decline. The exception is
that a larger proportion reported planning for more than a year. This may relate to the
apparent lull in tourism activity in 2003. Perhaps some travellers had been thinking of visiting
Australia in 2003 but because of concerns such as those described in the Introduction, they
delayed their trip until 2004.
Figure 3.1: Planning lead time
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Figure 3.2 shows the lead times for booking a trip. Similar patterns can be observed.
Figure 3.2: Booking lead time
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Travel Behaviours
Inbound tour operators have to adapt to changing trends in travel behaviour such as the
apparently declining propensity to travel on group tours, and the growing trend toward
booking via the internet. Figure 3.3 shows the propensity to travel on a group tour by region of
origin. The proportion travelling on group tours in most market segments is less than 10%. Even
the North East Asian market, which had a higher propensity to travel on group tours, appears
to be declining slightly.
Figure 3.3: Group tour travel by region of origin
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Figure 3.4 shows the types of travel products booked on the internet. There is an increased
propensity to book most types of travel product especially international air travel.
Figure 3.4: Products booked on internet by international visitors
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Exchange Rate Trends
Table 3.1 shows the annual average exchange rates for 14 major currencies and these are
shown graphically in Figures 3.5 and 3.6. On average, the Australian dollar has strengthened
against all of these currencies except the New Zealand dollar. Across all 14 currencies, the
average growth from 2002 to 2003 was 11.9% and from 2003 to 2004 was 8.2%.
Table 3.1: Annual average exchange rates
CURRENCIES

2002

2003

2004

UK Pound Sterling

GBP

0.3621

0.3988

0.4017

United States Dollar

USD

0.5440

0.6524

0.7362

Euro

EUR

0.5760

0.5760

0.5921

Swiss Franc

CHF

0.8450

0.8767

0.9141

Canada Dollar

CAD

0.8537

0.9103

0.9571

Singapore Dollar

SGD

0.9734

1.1363

1.2440

New Zealand Dollar

NZD

1.1733

1.1193

1.1093

Malaysian Ringgit

MYR

2.0672

2.4793

2.7977

Hong Kong Dollar

HKD

4.2428

5.0803

5.7340

Chinese Renminbi

CNY

4.5025

5.4002

6.0937

New Taiwan Dollar

TWD

18.7978

22.4348

24.6000

Japanese Yen

JPY

68.0161

75.4425

79.5700

South Korean Won

KRW

679.3025

776.9078

842.7500

Indonesian Rupiah

IDR

5058.5180

5586.0398

6579.0000
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Figure 3.5: Annual average exchange rate with selected currencies

3

2.5

exchange rate

2

AVG 2002
1.5

AVG 2003
AVG 2004

1

0.5

0

UK Pound
Sterling

United
States
Dollar

Euro

Swiss
Franc

Canada Singapore
New
Malaysian
Dollar
Dollar
Zealand
Ringgit
Dollar

Figure 3.6: Annual average exchange rate with selected currencies (2)
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Commentary
Discussions on the environment affecting inbound tourism were conducted with Matt
Hingerty, the managing director of ATEC, and David Mazitelli, the Chairman of ATEC. They
both had substantial insights on many of the key issues facing ITOs specifically, and the
inbound market more generally. Other commentators also provided insights into the inbound
market and these are reported and acknowledged where relevant below.
The overall mood for inbound tourism in 2004 was positive; the situation recovered well
after SARS, and visitor numbers are continuing to grow in 2005. However, the mood of the
sector is unlikely to return to the unbridled optimism that existed pre September 11, and
although the trend line in visitor numbers is positive, there is concern about the yield with
declining average trip and daily expenditures becoming evident.
Security issues have had a major impact on travel confidence in the last few years.
However the level of fear degrades fairly rapidly, and people get back into travelling. If there
is another scare, then security will become an impediment again. According to Matt
Hingerty, tourism has become more consolidated as an industry and demonstrated a more
united front since 9/11.
While security issues clearly had an impact on the poor performance of the inbound
sector between 2000 and 2003, some explanation can also be drawn from the
“underweightedness” of Australia’s international marketing budget following the Olympics
relative to our competitors (David Mazitelli, ATEC). Competing long-haul destinations such as
New Zealand, Argentina and South Africa out performed Australia in the same international
climate, and even destinations that might generally be regarded as higher risk than Australia,
such as Egypt, Turkey and Lebanon, outperformed Australia at a time when security fears
were apparently high. This appears to indicate that strong marketing was effective in
overcoming security concerns, and that Australia was not competitive in this regard.
Some of the other discouraging factors for the sector have been a rise in oil prices and the
recent amendments to GST that may drive ITOs off shore. This will be discouraging as the
sector does not want foreign entities to control Australian tourism businesses and products
(Matt Hingerty). In spite of the bumps, the number of ITOs is not shrinking; they have proven
to be very resilient and are doing well. The smarter ones are broadening their base, getting
into the domestic market, integrating through the system, getting into web based distribution,
and getting right through to the customer. “If the ITOs are smart and add value then they
have a permanent place in the distribution chain. Tourism New Zealand is very aggressive in
going out to the industry and marketing the benefits of dealing with their ITOs, and this is
something we should learn from them and do” (Hingerty).
In terms of yield (expenditure per capita), there appears to have been a decline over the
last two years, although this has not been across the board. The decline has been
inconsistent and especially problematic in regional areas. Mazitelli believes that we have not
been marketing well enough to high yield markets. “We are losing some traditional high yield
segments such as the Japanese honeymooner which have tended to be in natural decline.
There is not a lot you can do if the market falls away but as a nation we need to be focussing
on identifying and targeting the new high yield segments”.
Mazitelli believes that tremendous competitive pressure on prices also provides some
explanation for the drop in yield. “With low cost carriers, especially out of New Zealand, we
are now tapping into a new segment of the market. People who couldn’t afford to travel as
regularly in the past, now can, and they tend to spend less which drags the average down”.
Major inbound markets have changed somewhat over the past few years. New Zealand is
growing rapidly and this is a classic case of excess capacity on airlines driving demand.
Japan and the US have been skittish in recent years but there is optimism that they will return.
However, Daniel Gschwind (QTIC) believes that there have been demographic changes in
Japan to which tourism operators have been slow in responding. “We tend to think of them
as a homogenous group based market, but clearly there is now a much more sophisticated
young market that travel as FITs. We haven’t really tapped into and successfully captured
that segment”.
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Future Trends
If the government allows a US backpacker/working holiday visa then that market could grow
substantially overnight. Additionally, David Mazitelli believes that the American backpacker
market could provide some relief for the labour shortage. Western Europe is a good market
because it tends to be high yield, and Eastern Europe could emerge as an exciting new
market if we concentrate on the high yield segments and can get some dispersal. The ultra
high yield end of the Indian market is also exciting in terms of its prospects. China, with its
massive population obviously has a lot of potential, but there is a lot of boosterism in that
market and many are currently questioning its value. There are a lot of issues to be overcome
in relation to China.
“The Tourism Research Australia Forecasting Unit has greatly enhanced its forecasting
models in recent times and we are now applying more resources in the forecasting area.
There remains the potential for further improvement and in this regard we look forward to
working closely with the STCRC, with a new jointly funded Postdoctoral Fellow in tourism
forecasting at Monash University and with Qantas through its support of the Qantas Professor
of Travel and tourism Economics at UNSW.” (Peter Robins, TRA) For more information on
inbound forecasts go to www.tourism.australia.com/Research.asp
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4.

OUTBOUND AND DOMESTIC TRAVEL INTERMEDIARIES

Snapshot
TRAVEL INTERMEDIARIES
Internet booking

Transactions
through Billing
Settlement Plan
(c)

2002

2003

2004

By domestic overnight
travellers(a)

7.3%

10.5%

n/a

By outbound travellers (b)

15.2%

21.1%

n/a

Total settlement
amount(c)

$6,378
million

$6,207
million

$7,377
million

8.1 million

8.6 million

10.4 million

$790

$723

$707

No. Transactions(c)
Average Transaction(c)

(a) Tourism Research Australia. National Visitor Survey - Overnight (unpublished data)
(b) Tourism Research Australia. National Visitor Survey - Outbound (unpublished data)
(c) International Air Transport Association (IATA), Billing Settlement Plan - Australia

Internet Booking
Unfortunately, no data on internet bookings were collected in the NVS in 2004; however, data
relating to 2002 and 2003 demonstrate the slowly growing trend toward internet booking.
Figures 4.1 and 4.2 show that amongst both domestic overnight and outbound tourists, the
most popular products to book online are air travel and accommodation.
Figure 4.1: Internet booking by domestic overnight travellers
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Figure 4.2: Internet booking by outbound travellers
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Billing and Settlement Plan
The Billing and Settlement Plan (BSP) is the system through which payments for international
flights are reconciled. The Australian BSP therefore documents the outbound flights from
Australia. The trend since 2002 has been toward increasing numbers of transactions but lower
average value which indicates that consumers are tending toward cheaper flights.

Commentary
According to Mike Hatton, the CEO of the Australian Federation of Travel Agents (AFTA), the
travel sector has been facing some difficult changes in recent years primarily brought about
by disintermediation. A key problem is the loss in commission income, particularly from the
airlines, and this has resulted in a substantial reduction in yield. Ever increasing taxes and
charges only add to the difficulties. The average travel agency in a good year will only make
about 1.5% profit on turnover before tax.
This situation is difficult for small and medium sized operators who may not have the
resources of larger brand name groupings. This has driven consolidation in the sector into the
big brands and it is likely to continue. Big groups can negotiate volume deals which is the
only way to remain competitive
Low cost carriers have been instrumental in eroding yield because of the effect they have
had on consumer perceptions. It may be good for consumers in the short term, but in the
long term it will not be sustainable.
Qantas, Jetstar and Virgin are now essentially the three biggest travel agents in the
country. What is of concern, however, is the fact that they are not required to be members of
the Travel Compensation Fund (TCF). For this reason, AFTA has made a submission to the
Government proposing reform of the TCF. They are suggesting it should be a comprehensive
scheme with everyone involved in the industry as a member. AFTA also proposed that
consumers should contribute by paying a levy, on an optional basis, on the understanding
that, if they do so, they would be protected in the event of the collapse of one of the
companies from whom they have purchased. It is anticipated that after about 5 years, the
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fund would be large enough to be self-maintaining and the levy could be dropped. A
scheme like this would reduce the risks associated with travel and help to protect consumers.
According to Mike Hatton, “reducing commissions must inevitably lead to a situation
where consumers will be asked to pay a fee for a travel agent’s services, the same as they do
for other services such as banking. Whilst there may have been some initial resistance from
consumers to paying for what was previously a free service, this resistance is now rapidly
giving way to acceptance of this change by the travelling public”.

Future Trends
The key challenges for this sector in the coming 12-18 months will be the continued pressure
on yield, the uncertain economic environment, and the proposed industrial relations reforms.
Mike expressed concern that the travel industry, already under pressure on the wage front,
may lose workers to other industries where conditions are perceived to be better. There is
already a skilled labour shortage in the sector and that situation may well worsen if working
conditions are eroded as a result of mooted industrial relations law amendments.
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5.

ATTRACTIONS SECTOR

Snapshot
ATTRACTIONS
Type of
attractions
visited by
international
visitors (a)

Type of
attractions
visited by
domestic
overnight
visitors (b)

2002

2003

2004

Visit national or state parks

45.1%

43.2%

43.1%

Visit museums or art galleries

28.4%

28.0%

27.8%

Visit history and heritage buildings or monuments

29.4%

29.3%

29.7%

Visit amusement and theme parks

14.4%

12.6%

12.8%

Visit wildlife parks, zoos and aquariums

44.6%

41.4%

40.0%

Visit national or state parks

5.7%

6.8%

7.6%

Visit museums or art galleries

4.1%

4.8%

5.2%

Visit history and heritage buildings or monuments

3.3%

4.5%

4.6%

Visit amusement and theme parks

2.4%

2.5%

2.4%

Visit wildlife parks, zoos and aquariums

2.3%

2.6%

2.6%

(a) Tourism Research Australia. International Visitor Survey (unpublished data)
(b) Tourism Research Australia. National Visitor Survey - Overnights (unpublished data)

Types of Attractions Visited by International Visitors
There is very little data available on tourist visitation to attractions in Australia apart from the
percentages reported in the IVS and the NVS. Figure 5.1 shows some decline in visitation rates
by international tourists, while Figure 5.2 shows increasing visitation by domestic overnight
visitors.
Figure 5.1: Percentage attendances at various attractions by international visitors
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Figure 5.2: Percentage attendances at various attractions by domestic overnight visitors
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Commentary
Tourism attractions can take a range of forms and are often unique to specific destinations.
The International and National Visitor Surveys, undertaken by Tourism Research Australia, ask
respondents about their participation in a range of activities, many of which could be
regarded as attractions. One of the most popular forms of attraction in Australia is parks
including National and State parks. Therefore, commentary below is provided by Jim Sharp
from CALM (Western Australia’s Conservation and Land Management) and Dianne Smith
from Parks Victoria. Additionally, Stephen Gregg, the CEO of Dreamworld, one of Australia’s
premier theme parks, and Matthew Jackson, Operations Manager of Phillip Island Nature
Parks have provided commentary on the attractions sector.
Attractions generally serve two different markets, namely tourism, and the local leisure /
entertainment market. Changing patterns in inbound and domestic tourism therefore affect
attractions substantially, but they are buffered to some extent against the vagaries of tourism
because of the substantial local market.
Experts in the attractions sector have noted changing social trends in discretionary
spending and in holiday patterns. Costs of mortgages have risen, and people are working
longer hours, so they tend to take shorter, low cost holidays. At Dreamworld, on the Gold
Coast, they have also noticed a trend toward shorter, lower cost holidays. According to
Stephen Gregg, “whereas the more affluent families used to come for a week and visit 3 or 4
theme parks, now many are staying for shorter periods and perhaps only visiting one park”.
Matthew Jackson has noticed that LCCs have given people the opportunity to travel further
away for little additional cost, so some of Victoria’s domestic market is electing to fly to
warmer climates, such as the Gold Coast, rather than holidaying closer to home.
Attractions understand the need to keep their product fresh and to offer new experiences.
For example, Parks Victoria, has developed a program, which has since been introduced in
Western Australia, New South Wales and South Australia, called Healthy Parks, Healthy
People. It aims to motivate people who would not have used parks previously and promotes
the mental, social and physical health benefits that can be derived from spending time in
parks. CALM is also promoting the indigenous experiences that some parks offer.
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Dreamworld has adopted a similar strategy, promoting itself as an entertainment
destination, and diversifying its traditional ride based product to include numerous shows,
which change on a regular basis so that there is always something new to encourage repeat
visitation.
At Phillip Island Nature Parks, they are working on positioning their product as a full day
experience instead of just the traditional evening trip to see the penguins. “If we can get
people to arrive earlier and stay longer at our attractions, we can provide a range of nature
experiences which enhance our educational tours and increase food and beverage and
retail sales”.
International security incidents, if they have any effect at all, are thought to have had a
positive effect on local attractions. If people are concerned about international security, they
are more likely to holiday closer to home and visit local attractions, which are seen as safe
places to visit.
For more information refer to Tourism Research Australia’s report on Cultural Tourism in
Regions of Australia (Hossain, Heaney and Carter, 2005).

Future Trends
In the coming 12-18 months, all of these commentators agree that fuel prices will potentially
have a substantial impact. The price is already at a point where people are thinking twice
about whether the trip is worth the expense, especially for day trips. More remote destinations
in particular are likely to suffer from declining visitation if prices continue to increase.
There is also a general feeling that domestic tourism will be flat for some time, and that
destinations will face strong competition for their share of this market. On the international
scene, attractions are watching the Chinese market with interest as it has an acknowledged
potential to substantially increase international visitor numbers at a range of attractions.
However some attractions are concerned that current visitation from the Chinese market has
failed to meet expectations, so they are continuing to develop strategies for other
international markets.
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6.

ACCOMMODATION SECTOR

Snapshot
ACCOMMODATION
Apartments
Top five
Home of friend or relative
accommodation
Hotel, motel
options based on
percentage of nights
Hostel
spent in each type (a) Homestay
Home of friend or relative
Top five
Hotel, motel
accommodation
Apartments
options based on
percentage of nights
Caravan Park/Camp Ground
spent in each type (b) Caravan/camp elsewhere
Average annual occupancy rate for all hotels, motels
and serviced apartments (c)

International
tourists

Domestic
tourists
Occupancy
rates

Takings from accommodation(c)

Takings

Takings per available room (c)
Building
Activity

Building work done – accommodation(d)

2002
30.5%
28.5%
16.6%
9.2%
5.2%
41.9%
23.9%
10.5%
10.3%
3.7%

2003
30.0%
27.9%
16.5%
9.8%
6.3%
41.4%
25.5%
10.0%
10.7%
4.3%

2004
29.1%
29.4%
14.3%
9.9%
6.5%
44.1%
24.2%
8.9%
10.1%
4.2%

58.7%

60.1%

62.0%

$4,865
billion
$115.35
$605.3
million

$5,277
billion#
$119.05
$804.6
million

$5,675
billion
$122.43
$944.4
million

(a) Tourism Research Australia. International Visitor Survey (unpublished data)
(b) Tourism Research Australia. National Visitor Survey - Overnights (unpublished data)
(c) ABS, Tourist Accommodation (8635)
(d) ABS, Building Activity (8752)
# The ABS Tourist Accommodation Survey had a break in series in June 2003 when 132 additional properties were added

Accommodation Types Used
Figure 6.1 shows the percentage of total international nights spent in each form of
accommodation. Rental apartments are the most commonly used form of accommodation
in most years, followed by staying at the home of a friend or relative. There seems to be a
decline in the use of hotels and motels as accommodation amongst inbound travellers.
Figure 6.1: Accommodation used by international tourists (nights)
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Figure 6.2 shows domestic nights spent in various forms of accommodation. Staying with
family and friends accounts for over 40% of nights, followed by hotels. Apartments are
currently relatively less important as an accommodation type for the domestic market
probably because of the shorter stays in this market.
Figure 6.2: Accommodation used by domestic tourists (nights)
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Occupancy Rates
The Australian annual average occupancy rates have shown a slight increase over the
period, ranging from 58.7% in 2002 to 62% in 2004, but this masks the variation between
capital cities and the regions. Figure 6.3 show that growth in occupancy is particularly strong
in Sydney and Brisbane, and also in regional Tasmania and the Northern Territory.
Figure 6.3: Occupancy rates by region
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Takings from Accommodation
Total takings from accommodation increased over the period as did takings per available
room. It can be seen in Figure 6.4 that the increase was fairly uniform across the various
accommodation types.
Figure 6.4: Takings per available room
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Building Work Completed
The dollar value of accommodation building work completed increased by 17.4% between
2003 ($804.6 million) and 2004 ($944.4 million) and this increase is substantially higher than the
overall increase in non-residential building work of 15.2%.

Commentary
In order to obtain an interpretation of the performance data in accommodation sector,
interviews were conducted with Dennis Winchester, the CEO of the Hotel, Motel and
Accommodation Association (HMAA), Bill Healey, the Director of National Affairs for the
Australian Hotels Association (AHA), and Ben Yates, the CEO of the Caravan, RV and
Accommodation Industry of Australia (CRVA). Their contributions are summarised below. The
comments of other sectoral experts are also included and referenced as appropriate.
Members of the AHA report that the past 12-18 months have seen an increase in
occupancy rates and some restoration of room rates, which has been driven by a
rationalisation of stock in some of the major cities and the fact that the economy has been
buoyant. However, the AHA represents the higher end accommodation stock in Australia,
and the sentiment coming from the HMAA is slightly different. According to Dennis Winchester
the market is very price driven and it appears as though distressed inventory websites and low
cost carriers have encouraged consumers to expect bargains.
Changes in the distribution system have posed a challenge for the accommodation
sector. Online selling was originally envisaged to promote yield by selling hard to move stock.
However, consumers have embraced the concept in a fulsome fashion and have tended to
force down prices. This is why the use of online distribution has to be considered in line with an
overall distribution strategy, so that it complements and enhances yield strategies. Some
operators are now saying they won’t offer rates on independent sites any lower than they
would offer on their own sites.
Another concern for the accommodation sector has been the granting of retrospective
planning approvals to change residential apartments into serviced apartments along with
the illegal use of residential apartments for short term travellers accommodation, referred to
as “creeping inventory” (Dennis Winchester, HMAA). Bill Healey suggests that “They don’t
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necessarily meet the standards, so the market gets confused, and given the long lead times
of investment you start to get injections of new competition that wasn’t predicted when you
were making your initial investment decisions”.
Low-cost carriers mean that people can often now fly point to point cheaper than they
would be able to drive so regional motels that were on the drive route have been affected.
Some cities are benefiting because they have an airport but others, which are on the
traditional drive route, are suffering (Matthew Rechner, TAV). Ben Yates (CRVA) suggests that
LCCs have been helpful in facilitating affordable travel into regional areas which has boosted
demand for cabin accommodation in caravan parks.
Amongst hotels, there is concern about the impact that LCCs may be having on
consumer perceptions of value and that they will build expectations that similar discounts
can be obtained for hotel rooms. Bill Healey (AHA) believes this is a challenge for the sector.
Accommodation operators need to re-educate consumers to understand that if they save
money on the flight, they have more money to spend on accommodation.

Future Trends
The sector faces a range of challenges in the coming 12-18 months. There is a belief that the
fuel price will become a major issue if the price of oil continues to rise and that this will have
particular impacts on regional communities. Labour shortages are another ongoing issue and
the AHA is working with government to try to find some solutions to this problem.
There is also a belief that brands are becoming more important, especially in these times
of disintermediation where people buy direct. Brands give credibility and provide a point of
differentiation; however, they need to be well maintained.
Other questions looming on the horizon for the accommodation sector include the impact
that more professional large scale management of apartment letting rights is going to have
on the serviced apartment sector. Management and letting rights for apartments used to be
a rather ad hoc, localised affair, but organisations such as Break Free are now providing more
sophisticated and consolidated marketing. It will be interesting to see how the balance
between apartments and more traditional hotel style accommodation changes in coming
years.
The outlook for the caravan/camping industry in the next 12 months appears to be
positive. The industry’s customer base appears to be growing and becoming wealthier, and is
likely not to be as sensitive to higher prices. According to Yates, 57% of new caravans and
motor homes are purchased by the “boomer” market, whilst camper trailers and camping
are more popular amongst the younger and family demographics. The cabin market is also
expected to increase significantly. Although the international market accounts for only 10%,
of demand for caravan parks the interest in cabin rental appears attractive to many
European visitors and they are often higher yield than domestic tourists.
It is too early to predict the consequences of rising fuel prices on the caravan/camping
industry although it may have some effect on destination choice, and people will most likely
stay longer in one location.
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7.

TRANSPORT SECTOR

Snapshot
TRANSPORT INDICATORS

2002

2003

2004

16.5 million

16.1 million

18.1 million

73.8%

71.8%

71.5%

Passengers travelling on
domestic flights (b)

31 million

34 million

38.7 million

Load factor on domestic
flights (b)

77.2%

78.3%

77.4%

96.0

92.3

87.1

Passengers travelling on
International flights
(inbound and
outbound)(a)
Average seat utilisation
on international flights (a)

Domestic airfare index
(average over all
categories)(c)
Transport used within
Australia by international
tourists (d)

Transport used within
Australia by domestic
tourists (e)

Average Petrol Prices (f)
a)
b)
c)
d)
e)
f)

Aircraft

21.3%

Private Car

21.5%

Private Car

23.1%

Private Car

20.9%

Aircraft

20.0%

Aircraft

19.0%

Hire Car

12.6%

Hire Car

13.4%

Hire Car

12.5%

Tour Bus

11.9%

Tour Bus

11.0%

Tour Bus

12.5%

Taxi

9.3%

Taxi

9.9%

Taxi

10.1%

Private Car

76.6%

Private Car

75.6%

Private Car

74.4%

Aircraft

13.9%

Aircraft

15.0%

Aircraft

16.3%

Coach

3.5%

Coach

3.0%

Coach

2.9%

Railway

2.9%

Railway

2.6%

Railway

2.4%

Hire Car

1.8%

Hire Car

1.9%

Hire Car

2.1%

87.8 cents per litre

91.7 cents per litre

100.1 cents per litre

Bureau of Transport and Regional Economics, International Scheduled Air Transport, BTRE: Canberra.
Bureau of Transport and Regional Economics, Australian Domestic Airline Activity, BTRE: Canberra.
Bureau of Transport and Regional Economics, Australian Domestic Air Fare Indexes, BTRE: Canberra.
Tourism Research Australia. International Visitor Survey(unpublished data)
Tourism Research Australia. National Visitor Survey(unpublished data)
ABS, Average Retail Prices of Selected Items (6403)

International Air Transport Capacity and Traffic
There were in excess of 109,000 international flight movements in Australia in 2004 carrying
more than 18 million passengers. This total represents a combination of international tourists
visiting Australia and Australians going overseas both counted going each way. The seating
capacity on those flights was more than 28 million indicating seat utilisation of just over 70%.
Movements through Sydney account for over 46% of all traffic with Melbourne and Brisbane
accounting for 20% and 17% respectively. Growth in passenger movements was highest in
Adelaide (38%) but was also high in Brisbane (28%), Melbourne (23%) and Darwin (27%) (see
Figure 7.1).
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Figure 7.1: International flight movements by port
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Domestic Air Transport Capacity and Traffic
In 2004, over 38.7 million passengers were carried on domestic flights, the breakdown of the
number of flights operated by each airline is shown in Figure 7.2. The average load factor (an
indicator of occupancy by paying passengers) for the year was 77.4%.
Figure 7.2: Domestic flights by airline
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Airline Prices
The domestic airfare index produced by the BTRE shows that the advent of internet booking
has resulted in substantially cheaper discount economy airfares being available. The index is
a relative indicator only, comparing the best prices of discount economy, full economy, and
business class fares offered for sale via the internet and through Sabre Pacific’s Computer
Reservation System (CRS). The figures have been adjusted for CPI increases. Figure 7.3 shows
discount economy fares have decreased relatively over time regardless of whether they are
sold over the internet or through an intermediary, while business class airfares are climbing.
Figure 7.3: Domestic airline prices by sale type
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Transport Used by International Tourists within Australia
Figure 7.4 shows the transport used between stopovers by international tourists, expressed as
a percentage of all stopovers undertaken. The most common types of transport used by
international tourists between stopovers are private cars and aircraft, presumably the former
category being used more often by those visiting friends and relatives, and the latter by those
travelling longer distances. Between 2002 and 2004, the use of private cars increased, while
usage of aircraft declined slightly.
Figure 7.4: Transport used by international tourists within Australia
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Transport Used by Domestic Tourists
As seen in Figure 7.5, the vast majority of domestic tourists travel around in private cars, with
this form of transport accounting for over 75% of all movements.
Figure 7.5: Transport used by domestic tourists within Australia
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Petrol Prices
Given the relative importance of cars and other petrol driven vehicles in transporting tourists
around Australia, variation in the price of petrol is an indicator of the relative competitiveness
of these transport types. Figure 7.6 shows that petrol prices fluctuated across the quarters, but
that on average, petrol was more expensive per litre in 2004 (100.1 average cents per litre)
than in 2003 (average 91.5 cents per litre) and 2002 (87.8 cents per litre).
Figure 7.6: Quarterly average petrol prices
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Commentary
One of the sectors most affected by the terrorist attacks in the US on September 11, 2001 was
the airline industry, and there have been a series of external shocks since which have further
affected passenger traffic. The collapse of Ansett, also in September 2001, and the SARs crisis
and the war in Iraq (both in 2003) have all had an impact. However, inbound figures in 2004
showed a significant rebound, which was partly a result of a double digit growth (+64%) of
passenger traffic on the trans-Tasman route. The entry of new airlines including Jetstar, Pacific
Blue, Emirates, Royal Brunei, and Malaysian Airlines servicing the route has encouraged
competition and substantially increased traffic from New Zealand.
On the domestic front, the Australian aviation industry is operating at historically high
levels. As a result of the success of low cost carriers such as Jetstar and Virgin Blue, Australians
are flying more frequently. However, the flat domestic tourism market indicates that this is
primarily a modal shift rather than a boost to tourism flows. In 2004 there was a massive 14 per
cent increase in airline passenger numbers to 38.7 million, and this growth is expected to
continue throughout 2005 on the back of competition between carriers. Low cost carriers
promote internet-based booking which has flowed through to accommodation providers
furthering the disintermediation of travel product supply chains.
The modal shift prompted by LCCs is adversely affecting land based transport such as rail
and long haul coach services. According to Marzi DeSanti (TTF), the Queensland tilt train
suffered patronage declines since its derailment. Some services were disrupted for a period,
and consumer confidence is likely to have suffered as a result. However, on the positive side,
new marketing campaigns are being launched in an attempt to overcome any downturn.
Terrorism and war have prompted increased aviation security measures in the last few
years, and the aviation industry has had to bear much of this cost. As Dennis Chant points
out, “there is a high cost of compliance with new security arrangements and the costs are
proportionally higher for smaller airports than for larger ones which have economies of scale.
These costs have to be passed on to the consumer. However, security costs are relatively less
of an issue than the fuel impost, which is an order of magnitude higher.” Fuel prices from 2003
to 2004 increased by 9.2%.
There are also discussions underway regarding security requirements for rail in the wake of
the recent London bombings and those in Madrid in 2004. A big question is who is going to
pay for additional security. If operators are required to do so, then costs will have to be
passed onto consumers, which will have an obvious effect on demand. There is also the issue
of the impact that new security measures will have on the actual experience of the trip due
to the increased time required to complete security checks. Excessive security may also send
a message that the service is not safe, which may deter travel.
In recent years the Australian Government completed its $8.5 billion airport privatisation
program with all of the major international, interstate and general aviation training airports,
previously owned by the Australian Government now being leased to the private sector. This
involved 22 airports and has prompted substantial commercial development at airports with
examples including an IKEA at Adelaide airport and a Woolworths at Perth Airport.
Many airports are suffering from a lack of terminal capacity and there is substantial
expansion work underway. Some of this is related to new baggage screening requirements
but a lot relates to growth, with the Australian Network passenger movements having
expanded by 13% last year. A major challenge is having to undertake this expansion at a
time when building costs are so high. Some airports also have to undertake work to
accommodate new aircraft such as the A380 and Boeing 787.
Australia’s major gateways have been experiencing significant delays in the processing of
passengers through customs, immigration and quarantine (CIQ).
While considerable
investment has been made by the industry, CIQ resources appear not to have kept pace
with increased passenger growth, particularly during peak periods. These delays are likely to
worsen with the natural growth in passenger numbers and the introduction of larger aircraft
such as the A380. This has economic consequences for tourism given that the delays impact
on a tourist’s ‘first impression’, adversely affecting Australia’s reputation as an attractive tourist
destination. According to Christopher Brown (TTF), “tourists are still paying a $3 Olympic levy
that was never removed from the $38 Passenger Movement Charge (PMC).
The
improvements that the PMC was intended to fund have not been realised; we still have
extensive queues for passenger processing during peak periods”.
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Drive tourism involves three main components, namely, hire cars, motor-homes and
private vehicles, and performance varies across each component. Demand for hire cars has
increased substantially with increasing traffic through airports. Dennis Chant, from the Gold
Coast Airport has also observed this although he noted that “earlier in the financial year there
was a significant increase in hire car revenue but it seems to have stabilised now and its not
increasing as much as passenger flows through the airport or as much as the demand on car
parks. It would be interesting to know how people are travelling around when they reach
their destination. Perhaps a lot of the traffic is VFR and the relatives are picking them up at
the airport.”

Future Trends
The big questions for the future of transport relates to fuel price and supply. China is
consuming a lot of available resources so this will have upward pressure on prices. Also there
has been instability in some of the major oil producing regions such as the Middle East, and
the hurricanes in the US are also contributing to fuel availability and hence price (Marzi
DeSanti, TTF).
There is concern that in the current environment of increasing fuel prices, and increasing
security costs, the price of transport will disincentivise travel and affect the competitiveness of
both the domestic and international tourism markets.
According to Dennis Chant (Gold Coast Airport), the other cost that may go up again
after the New Orleans hurricane, is insurance costs. “They have only just started to come
back down again after September 11, when they went up over 400%. It became our single
biggest operating cost, higher even than wages. I think if you’ve got security, fuel and
insurance all lumped together, it may definitely get to a point where the cost starts to
dampen demand.”
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8.

TOURISM EVENTS SECTOR

Snapshot
TOURISM EVENTS SECTOR
Attendees at
Sport Events

International(a)
Domestic overnight (b)

Attendees at
Cultural Events

International(a)
Domestic overnight (b)

Pre and post
touring Percentage of
event attendees
with multiple
stopovers

International(a)

Domestic overnight (b)

2002

2003

2004

330,000

478,000

403,000

7.4%

10.9%

8.4%

2,699,000

3,494,000

3,202,000

3.6%

4.7%

4.3%

357,000

351,000

365,000

8.0%

8.0%

7.6%

1,435,000

1,584,000

1,589,000

1.9%

2.2%

2.1%

351,000

419,000

364,000

62.8%

62.4%

59.1%

672,000

858,000

837,000

16.5%

17.3%

17.8%

(a) Tourism Research Australia. International Visitor Survey (unpublished data)
(b) Tourism Research Australia. National Visitor Survey - Overnights (unpublished data)

International Attendance at Events
Figure 8.1 shows attendances at sporting and cultural events by international visitors. The
large increase in sport event attendance in 2003 is attributable to the Rugby World Cup
hosted in Australia in that year. Attendances at cultural events have remained fairly static.
Figure 8.1: International attendees at sporting and cultural events
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Domestic Overnight Attendance at Events
Figure 8.2 shows the event attendance trends for domestic overnight visitors. Sporting events
are far more popular amongst domestic visitors with nearly twice as many attendees than to
cultural events. Again there is a peak in 2003 associated with the Rugby World Cup.
Figure 8.2: Domestic overnight attendees at sporting and cultural events
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Commentary
Ms Joyce DiMascio, from the TTF believes that one of the biggest difficulties facing tourism
events is the fact that the tourism component is often only considered as an after thought.
When the bidding process begins, it is generally all about the specifics of the event, usually
the sport, and the tourism potential is not really considered. If tourism agencies were involved
from the outset, the events could be designed to maximise the tourism potential.
DiMascio believes there could be substantial benefit in developing local events
organically and taking Australian events to the world stage, rather than relying so heavily on
bidding for overseas events in order to get international scale celebrations. Repeatable local
events represent enormous potential for building destination reputation. DiMasico suggests
that uniquely Australian events could really enhance our brand.
A good example is the Tamworth Country Music Festival. The festival brings Tamworth into
the spotlight and each year grows in reputation. There are many regional towns throughout
Australia with similar attractions and opportunities but this event gives Tamworth a point of
distinction, which is key to marketing a destination. As the events industry matures we will
hopefully see a greater focus on these less mainstream events; those unique events that are
indigenous to Australia.
Hopefully, there will also be an associated balancing out of the ratio between sport and
cultural events. Large scale sporting events are good for the economy, and they fit with the
local psyche; Australia is a sport loving nation and the weather is conducive to big sporting
events, so mega sport events will always dominate the landscape. “However, cultural events
and festivals give visitors a great opportunity to engage with the community and they also
help to define the spirit of a place”. Therefore, they are probably more likely to encourage
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repeat visitation during a non-event period.
The visibility and communication of events needs to be improved so that visitors know
what events they can take advantage of when they are in town. Too often, international
visitors just stumble across events by chance.

Future Trends
The Commonwealth Games are on the horizon. Joyce DiMascio says it’s big in Melbourne but
not on the national radar yet. “I think it will get there though, but it won’t be as big as the
Olympics or the Rugby World Cup. It will be a wonderful games but probably won’t have the
same spin offs for Australia as a whole”.
In the next few years, Joyce DiMascio believes that events will become mainstream in
tourism policy in all states with the growing recognition of their benefits. This will raise the
imperative that we have better evaluation tools to assess the economic, social and
environmental impacts to ensure that the most beneficial events are the ones that are
targeted and supported.
It is very difficult to track the performance of tourism events in Australia because of a
dearth of statistics available. There are no data currently available to track the number of
events hosted each year, or their size or theme. Therefore, the recent launch of Tourism
Events Australia (TEA) is very welcome, and it is hoped that TEA will help ensure that some of
the information gaps in this sector can be addressed in the near future.
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9.

BUSINESS EVENTS SECTOR

Snapshot
BUSINESS EVENTS SECTOR

2002

2003

2004

272,000
6.1%

254,000
5.8%

307,000
6.4%

1.17m

1.24m

1.20m

1.5%

1.7%

1.6%

New Zealand

23.2%

24.7%

30.3%

USA

10.6%

10.5%

8.3%

UK

8.7%

10.5%

7.6%

China

7.9%

5.6%

9.8%

Japan

6.1%

4.5%

7.5%

Pre and post touring by international
Business Event delegates * (a)

41.9%

43.7%

46.3%

International delegates who brought
accompanying people (a)

21.9%

22.4%

20.9%

Attendees at
Business events

International (a)
Domestic overnight(b)

Largest
International
Source Markets
(a)

(c) Tourism Research Australia. International Visitor Survey (unpublished data)
(d) Tourism Research Australia. National Visitor Survey - Overnights (unpublished data)
* calculated as percentage attending business events who also undertook holiday / leisure activities or visited
friends and relatives during their stay

Attendance
Attendance at business events by international delegates declined in 2003 in proportion to
the overall decline in inbound tourism. A small increase was observed in domestic overnight
business perhaps driven by an inclination for Australian business events to stay home rather
than going overseas.

International Source Markets
The largest international source market for business events is New Zealand and this market has
been growing over this period. The Chinese segment has also grown and the Japanese
market has rebounded in 2004 after a substantial decline in 2003.
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Figure 9.1: International source markets for business events
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Commentary
Some of the challenges facing the sector were outlined by Elizabeth Rich, from the Business
Events Council of Australia (BECA), and Michael Cannon from the Australian Association of
Convention Bureaux (AACB).
The business events sector has recovered well from September 11 and SARS, and is
performing fairly strongly, indeed, some Australian event organisers are reporting a very
strong year. This may well be due to strong corporate and association business flowing off the
back of a healthy economy in which many companies are reporting record profits. There is
concern by some, however, that the sector has not performed as well as it could have over
the past 12 to 18 months. The bureaux have been working hard but the conversion rate has
been low and the general feeling is that this is because of a lack of awareness of Australia as
a business event destination.
It is certainly no surprise that the inbound business from New Zealand market is so strong
and continuing to grow. The Chinese market is growing as well but there is a question mark
about the value of yield from this segment. Eastern Europe is also emerging, but because the
bureaux are under funded, it is difficult for them to target these new markets. The traditional
target markets are UK/Europe, North America and Asia.
There has been an enormous amount of business events-related infrastructure
development that has taken place over the past decade. This relates in particular to
convention centres and especially in Asia, which obviously increases competition for a share
of the pie. There is often fierce competition between destinations, with some offering large
cash incentives to attract prestigious business events. New convention centres in Australia,
namely Perth, Gold Coast and Darwin (planned), plus major extensions to Melbourne’s
centre, will further intensify Australian competition. It is hard to see that there is any room left
in the market for additional infrastructure; however, Michael Cannon argues that as long as
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any new infrastructure is accompanied by a marketing strategy and funds to implement it,
there should be some increase in the size of the total pie. Another strategy is to invest in
improving existing infrastructure. Some large events are outgrowing their current venues and
so there is demand for spaces that can host large events particularly in the large capital cities
like Sydney and Melbourne.
Low cost carriers have had some effect, particularly in facilitating access in regions, which
previously had no direct flights.
There is also increasing competition from overseas, particularly Asia, and China is reputed
to be building many new venues. The local population in these countries is enormous, and this
is where most of the business will come from. Michael Cannon suggests we will have to be
smarter in our marketing if we are able to hold market share, let alone increase its size.
Security has always been an unknown aspect of travel and continues to be a serious
concern to the traveller and the industry. According to Elizabeth Rich, the fear of travel, both
domestically and internationally, died down for a while after September 11, but it is again a
pertinent issue and there seems to be a genuine fear that Australia will eventually be a
target. “Australians are not necessarily like Londoners, it would really shake us if something
happened here. Bird flu potentially poses even a greater threat, particularly with long-haul
travel to Australia. Its immediate impact would likely be a drop in delegate numbers, with a
longer-term impact of nervous organisers reluctant to commit to booking events along with
cancellations. This type of crisis would, of course, have impacts well beyond just business
events and for other countries as well as Australia”.
Michael Cannon suggested that security fears are in the psyche more than ever before,
mainly because of the media beat up. “That’s why branding management has to be good
enough to get over that problem. The buyers of business events are definitely looking at
security and health, they always have, but they’re more vigilant than ever before”. Cannon
does not believe, however, that security and health should become part of a marketing
exercise. “I think we need to capitalise on the other benefits this country has to offer and not
talk about security except to the extent that we have the management strategies in place to
deal with it, and we should only refer to it when asked”.

Future Trends
The next 12 to 18 months could see a growth in the business events sector if the new brand is
successful. According to Michael Cannon, if the Australian government can brand Australia
as a destination to do business in, to do business with, and to have business events in, right
across the board, then we will likely see a significant growth. “Unless this is addressed, we will
continue to grow too slowly”.
Similarly, any security, health and economic hiccups aside, Elizabeth Rich believes there is
great potential if the industry can deliver a strong united Australian profile. Tourism Australia
needs to refresh its business events marketing: the industry awaits its new Business Events
brand and strategy. “It’s a highly competitive global market, but this high yield business is
worth fighting for.” Overall, the industry has benefited from strong economic growth and
should continue to enjoy a robust domestic market. But Australia has to stay sharp, work
smarter, and market strongly in the crowded international scene.
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10. STATE TOURISM
Snapshot
State Breakdown
International visitors(a)
Domestic Overnight visitors (b)
Victoria
International visitors(a)
Domestic Overnight visitors (b)
Queensland
International visitors(a)
Domestic Overnight visitors (b)
South Australia
International visitors(a)
Domestic Overnight visitors (b)
Western Australia
International visitors(a)
Domestic Overnight visitors (b)
Tasmania
International visitors(a)
Domestic Overnight visitors (b)
Northern Territory
International visitors(a)
Domestic Overnight visitors (b)
Australian Capital
International visitors(a)
Territory
Domestic Overnight visitors (b)
New South Wales

2002
57.5%
36.5%
27.3%
23.9%
42.7%
21.7%
6.7%
7.4%
12.5%
9.1%
2.4%
2.5%
8.0%
1.5%
3.9%
2.6%

2003
55.2%
36.0%
27.5%
24.5%
41.3%
22.0%
6.8%
7.3%
13.0%
8.7%
2.2%
2.9%
7.5%
1.3%
3.9%
2.7%

2004
55.5%
34.5%
27.4%
24.0%
42.8%
23.0%
6.8%
7.8%
12.2%
8.8%
2.3%
3.0%
6.7%
1.4%
3.3%
2.5%

(a) Tourism Research Australia. International Visitor Survey (unpublished data)
(b) Tourism Research Australia. National Visitor Survey - Overnights (unpublished data)
* percentages add to more than 100 because some tourists visit multiple states during their visit

State Breakdown
The breakdown between states remains fairly consistent over this period with New South
Wales clearly the market leader attracting over 55% of international tourists and about 35% of
domestic overnight tourists. Queensland is the second most popular state to visit amongst
internationals, followed by Victoria and Western Australia as seen in Figure 10.1.
Figure 10.1: International visitors by state visited
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Figure 10.2 show a slightly different pattern for domestic overnight travel patterns. New South
Wales is still the most visited state, but Victoria has slightly higher levels of visitation than
Queensland, no doubt reflecting its higher population.
Figure 10.2: Domestic overnight visitors by state visited
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Commentary
The balance of tourist activity between states is perhaps less relevant than the fortunes and
hardships of specific destinations. As has been pointed out by numerous commentators, there
has been a range of factors affecting tourism in recent years and there are winners and losers
with regard to each factor.
For example, LCCs have had positive impacts on destinations serviced by a suitable
airport, while those without an airport have suffered. The more remote regional areas tend to
struggle more with respect to labour shortages because they have a smaller population base
to draw upon, and they are also more likely to suffer as fuel prices increase because of the
long distances required to reach them. However, there have been suggestions that security
fears may be good for regional destinations because they are seen as being more secure
than capital cities or international destinations.

Future Trends
There seems to be a general perception that, given the flat growth in domestic tourism, and
the social trend of reduced discretionary expenditure on travel, there will be increased
competition for the domestic tourism dollar and that this will necessitate increased
professionalism. According to Wayne Kayler-Thomson (ARTN), “good destinations are
progressively becoming more professional in the way that they go about marketing and
destination planning and development and therefore they are starting to see better
outcomes. There are more regions that are developing strategic plans and they are starting
to reap the rewards that flow from this. It’s a bit like the rich getter richer and the poor getting
poorer though. Those destinations that are complacent and those that don’t have the
tourism infrastructure are slipping behind.”
Similarly, Bill Healey (AHA) believes that destination planners will increasingly need to look
at what the destination has to offer and what kind of market segment will it attract, that is,
they need to know what their core proposition is. Investment then needs to complement that.
“You may not necessarily need large scale resort development if that’s not what the market
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wants; maybe restoring or upgrading existing hotels is more appropriate. Before planning
large scale investment it is essential to take this into consideration, as well as consideration of
total market size, infrastructure implications (transport and local infrastructure), labour supply,
etc.”

Conclusions
This initial edition of the State of the Tourism Industry Report has attempted to identify some of
the trends affecting the various sectors, which contribute to tourism and some of the
potential issues likely to affect sectors in the coming 12-18 months. The secondary data
sources, especially the Tourism Research Australia data, provided interesting insights into the
way the industry is tracking objectively, and the commentary provided by sectoral experts
has provided a richer understanding of some of the drivers and inhibitors of tourism activity.
A tight time frame limited the range of sectoral experts that could be interviewed for this
edition and also precluded an interactive discussion on the issues, which might have resulted
in further insights. In future years, more consultation will be undertaken with sectoral
representatives to establish what the best indicators to report are and to identify the most
appropriate commentators to interview. Consideration will also be given to collecting data
more broadly from a range of operators in various sectors either through surveys or focus
groups.
In collecting the data for this report, it became clear that existing data sources do not
adequately represent some of the sectors of the tourism industry. The attractions sector is a
good example of this where the authors were not able to find much data to track the
performance of attractions, which play such an important part in the tourism industry. It was
also clear that some sectoral groups do not monitor the performance of their members in any
objective fashion. Prior to preparation for the next issue of this report, discussions will be held
with many of the sectoral groups in order to identify data that sectoral associations could
collect that would enhance the ability to track performance of the sector.
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